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LETTER  OF  TRANSMITTAL 

December,  1960 
Honorable  Ralph  Brown 
Speaker  of  the  Assembly 

State  Capitol,  Sacramento,  California 

Mr.  Speaker  and  Members  of  the  Assembly:  Pursuant  to  House 
Resolution  No.  326.2  of  the  1959  General  Session,  directing  the 
Assembly  Interim  Committee  on  Civil  Service  and  State  Personnel  to 
ascertain,  study  and  anah^ze  facts  relating  to  the  State  Civil  Service 
System  and  state  personnel,  your  committee  transmits  herewith  the  final 
report  of  its  findings  and  recommendations. 

Legislation  recommended  by  the  committee  is  set  forth  in  this  report, 
along  with  committee  observations  and  committee  recommendations. 
Legislative  action  has  not  been  recommended  for  some  of  the  subjects 
studied,  because  such  action  has  been  deemed  unnecessary  or  inappro- 
priate at  this  time,  or  because  further  research  and  study  appear  neces- 
sary. 

The  committee  spent  a  considerable  part  of  its  time  hearing  the  sub- 
jects of  Medical  Care  Insurance  and  consolidation  of  Federal  Social 
Security  with  the  State  Employees'  Retirement  System,  along  with 
other  retirement  bills  and  related  matters. 

Ten  committee  hearings  were  held  as  follows:  September  28,  1959, 
Sacramento;  November  16  and  17,  1959,  San  Francisco;  December  14, 
1959,  Sacramento;  January  18  and  19,  1960,  Los  Angeles  (night  hear- 
ing on  Social  Security  January  18)  ;  February  24  and  25,  1960,  San 
Francisco;  April  26,  1960,  Napa  (night  hearing  on  Social  Security); 
June  20  and  21,  1960,  San  Diego  (night  hearing  on  Social  Security 
June  20)  ;  July  25  and  26,  1960,  San  Francisco  (night  hearing  July 
25  on  Social  Security)  ;  August  18  and  19,  1960,  Eureka  (night  hear- 
ing August  18  on  Social  Security)  December  20,  1960,  Sacramento. 
Two  sub-committee  hearings  were  held  in  Sacramento ;  one  on  January 
25,  1960,  and  one  on  October  20,  1960. 

Transcripts  of  the  hearings  and  other  information  submitted  are 
available  in  the  office  of  the  Chairman  of  the  Committee,  Charles  W. 
Meyers,  Room  3154,  State  Capitol,  Sacramento,   California. 


Respectfully  submitted, 


Charles  W.  Meters,  Chairman 
Edwin  L.  Z  'berg.  Vice  Chairman 
MoNTivEL  A.  Burke 
Rex  M.  Cunningham 
Samuel  R.  Geddes 
Richard  H.  McCollister 
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PART  I 

MEDICAL  CARE   INSURANCE  FOR 
STATE  EMPLOYEES 


MEDICAL  CARE  INSURANCE 

RECOMMENDATIONS 

1.  The  Assembly  Committee  on  Civil  Service  and  State  Personnel 
forcefully  recommends  that  the  State  should  forthwith  establish,  ad- 
minister and  partly  finance  a  long-delayed  basic  medical  care  insurance 
program  for  state  employees,  for  the  following  reasons  among  others 
set  forth  in  this  report : 

A.  To  promote  increased  economy  and  efficiency  in  the  State  Service. 

B.  To  enable  the  State  to  attract  and  retain  qualified  employees  by 
providing  health  benefit  plans  similar  to  those  commonly  provided 
in  private  industry  and  in  other  public  jurisdictions. 

C.  To  recognize  and  protect  the  State's  investment  in  each  perman- 
ent employee  by  promoting  and  preserving  good  health  among 
state  employees. 

2.  The  program  should  be  administered  by  the  Board  of  Administra- 
tion of  the  State  Employees'  Retirement  System.  The  board  should  ap- 
prove health  benefits  plans  and  may  contract  with  carriers  offering 
basic  health  benefits  plans.  Such  plans  should  include,  by  law,  hospital 
benefits,  surgical  benefits,  in-hospital  medical  benefits,  out-patient  bene- 
fits, obstetrical  benefits,  and  may  include  other  medical  benefits  as  de- 
termined by  the  board.  Life  insurance  should  not  be  included  in  the 
coverage.  The  board  should  make  available  to  those  eligible  to  enroll  in 
any  approved  health  benefit  plan  sufficient  information  as  will  enable 
employees  or  annuitants  to  exercise  an  informed  choice  among  types 
of  plans  available. 

3.  The  State's  contribution  should  be  sufficient  to  cover  the  costs  of 
a  basic  health  benefits  plan,  or  $5  per  month  for  each  employee,  which- 
ever is  the  lesser  amount.  The  State's  contribution  should  commence 
following  six  months  of  employment  for  each  employee.  Administrative 
costs  should  be  borne  by  the  State  over  and  above  the  cost  of  monthly 
contributions. 

4.  Former  employees  on  the  state  retirement  rolls  should  be  eligible 
to  enroll  in  an  approved  health  benefits  plan,  either  as  individuals  or 
for  selves  and  family.  Enrollment  by  any  employee  or  annuitant  shall 
authorize  the  deduction  of  contributions  from  the  employee's  or  an- 
nuitant's salary  or  retirement  allowance. 

5.  Employees  of  the  University  of  California  would  become  eligible 
to  participate  in  the  state  program  only  upon  approval  of  the  Board 
of  Regents  of  the  university. 

FINDINGS 

The  necessity  and  desirability  of  providing  partially  state-financed, 
basic  medical  care  insurance  for  state  employees  has  been  widely  rec- 
ognized for  years.  Enabling  measures  have  been  considered  in  the  Leg- 
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islature  at  least  since  1953,  and  the  Assembly  Interim  Committee  on 
Civil  Service  and  State  Personnel  recommended  such  legislation  at 
the  1957  and  1959  sessions. 

While  there  has  long  been  general  agreement  on  the  growing  need 
for  this  sort  of  program,  there  have  been  unresolved  questions  over 
details.  During  1959  and  1960,  this  committee  held  hearings  in  various 
parts  of  the  State  and  sought  diligently  to  resolve  differences  over 
specifics.  All  witnesses  and  committee  members  were  unanimous  in  the 
feeling  that  a  medical  plan  should  be  enacted  for  state  employees.  The 
specific  recommendations  in  this  report,  including  the  proposed  act 
shown  in  the  appendix  are  the  outcome  of  the  committee's  deliberations. 

Possibly  no  other  single  factor  tended  to  give  greater  emphasis  to 
the  growing  need  for  a  state  employee  medical  insurance  program  since 
the  last  interim  committee  study  on  the  subject  than  the  granting  by 
the  1959  Congress  of  such  benefits  to  federal  workers  across  the  land. 
Previous  studies  showed  that  many  foreign  counties,  including  Canada, 
Italy  and  Switzerland,  have  for  years  provided  their  civil  service  em- 
ployees with  health  insurance. 

Of  great  significance  is  a  special  survey  of  health  and  welfare  benefits 
in  California  local  government  agencies  by  the  California  State  Person- 
nel Board  in  September-November  of  1959.  The  survey  showed  the 
growing  trend  toward  government  participation  in  employee  medical 
plans  in  this  State. 

It  was  found  that  of  53  California  counties  responding  to  the  survey, 
none  was  without  some  sort  of  health  and  welfare  plan  for  its  em- 
ployees. Thirty-seven  of  the  counties,  or  70  percent,  were  paying  part 
or  all  the  cost. 

Of  146  cities  that  returned  questionnaires,  139  had  benefit  plans  for 
employees,  and  118,  or  85  percent,  were  paying  all  or  part  of  the  cost. 

Of  the  155  cities  and  counties  contributing  to  employee  medical  pro- 
grams, 63  were  paying  41  to  60  percent  of  the  costs,  and  51  paying  81 
to  100  percent. 

As  a  trend  indicator,  the  Personnel  Board  looked  at  44  counties  and 
85  cities  that  have  responded  to  this  type  of  survey  since  1953.  This 
showed  that  in  1953,  28  percent  of  the  counties  with  health  and  welfare 
plans  were  contributing  to  the  costs.  This  rose  to  47  percent  in  1955 ; 
50  percent  in  1956;  62  percent  in  1957;  64  percent  in  1958,  and  73 
percent  in  1959. 

Of  the  cities,  27  percent  were  paying  part  or  all  of  the  costs  of  such 
plans  in  1953,  rising  to  92  percent  in  1959. 

The  Personnel  Board  as  far  back  as  1956  strongly  recommended  that 
health  and  welfare  benefits  be  enacted  for  state  employees.  In  1957,  the 
board  observed : 

"The  state  worker  does  not  have  the  protection  of  the  variety 
of  benefits  that  are  now  normally  provided  in  industry,  such  as 
accident  and  health  insurance;  medical,  surgical  and  hospital  in- 
surance; life  insurance;  unemployment  insurance;  and  Old  Age 
and  Survivors  Insurance. 

''The  practice  of  the  employer  either  fully  or  partially  paying 
for  employee  health  and  welfare  plans  is  almost  universal  in  pri- 
vate industry  in  California," 
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The  Personnel  Board  also  observed  that  the  Legislature  actually  es- 
tablished a  precedent  in  the  field  when  in  1957  it  extended  health  and 
welfare  benefits  to  215  casually  employed  trades  workers  and  550  print- 
ing trades  employees.  For  these  employees,  the  State  pays  the  entire 
premium  for  hospital,  medical  and  surgical  insurance  for  the  employees 
and  their  dependents. 

Whereas  this  committee  is  recommending  a  state  contribution  of  $5 
per  month  per  employee  for  the  80,000  or  so  state  workers  not  now 
receiving  such  benefits,  the  current  state  contribution  to  the  printing 
trades  group  is  $12  per  month.  Rates  of  contribution  for  construction 
workers  are  generally  higher.  In  both  instances,  the  State  conforms  to 
the  practice  in  private  industry  and  pays  the  amount  agreed  upon  by 
labor-management  negotiations  in  the  industry  in  the  particular  areas 
involved. 

A  recent  exhaustive,  nationwide  survey  by  the  United  States  Cham- 
ber of  Commerce  revealed  that  98  percent  of  the  firms  checked  as  rep- 
resentative of  national  practice  made  contributions  to  employee  health 
and  welfare  programs.  In  the  printing,  petroleum,  primary  metals, 
electrical  machinery  and  some  other  industries  the  chamber  found  100 
percent  of  the  firms  contributing  to  employee  "life  insurance  premiums, 
death  benefits,  sickness,  accident  and  medical  care  insurance  premiums, 
hospitalization  insurance,  etc." 

The  same  survey  showed  that  the  representative  firms  reported  ex- 
pending 2.3  percent  of  their  payrolls  for  employee  health  and  welfare 
benefits.  This  compares  with  California  expenditures  of  less  than  one- 
tenth  of  one  percent  for  the  relatively  few  employees  mentioned  above. 
In  conclusion,  it  should  be  noted  that  this  committee  in  March,  1960, 
announced  general  agreement  by  all  interested  parties  in  health  insur- 
ance legislation  for  state  employees  and  asked  Governor  Edmund  G. 
"Pat"  Brown  to  place  the  subject  on  the  call  of  the  special  session. 
(See  Appendix  A  for  proposed  bill.) 

It  was  publicly  announced  at  the  time  that  the  following  organiza- 
tions had  endorsed  the  committee  proposals:  The  Blue  Cross  Plan, 
Kaiser  Foundation  Health  Plan,  Inc. ;  California  Association  of  High- 
way Patrolmen,  California  Vision  Services,  California  State  Employees 
Association;  California  Labor  Federation  AFL-CIO ;  California  State 
Employees  Unions  Council  AFL-CIO;  Cal-Western  State  Life  Insur- 
ance Co.;  State  Employees'  Retirement  System;  Public  Health  League; 
State  Personnel  Board;  University  of  California;  California  School 
Employees  Association,  and  others. 
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CONSOLIDATION  OF  STATE  EMPLOYEES'  RETIREMENT 
SYSTEM  WITH  SOCIAL  SECURITY 

FINDINGS 

This  committee  held  many  hours  of  hearings  on  this  controversial 
subject  among  state  employees,  including  unprecedented  night  sessions 
in  Napa  in  April,  San  Diego  in  June,  San  Francisco  in  July,  and 
Eureka  in  August.  The  committee  will  be  receiving  additional  informa- 
tion and  facts  and  plans  to  discuss  this  subject  at  its  next  executive 
committee  meeting.  . 

At  the  outset  of  each  hearing,  William  E.  Payne,  executive  ofhcer  of 
the  State  Employees'  Retirement  System,  set  the  background  for  discus- 
sion by  briefly  outlining  the  history  of  federal  social  security 
legislation. 

The  original  Social  Security  Act  of  1935  was  aimed  at  providing  a 
reasonable  subsistence  to  workers  in  industry  and  commerce  and  did  not 
cover  any  governmental  employees.  In  1939,  the  survivors'  benefit  sec- 
tion was  added,  providing  protection  to  the  dependents  of  retired 
workers  and  to  the  survivors  of  workers  themselves.  In  1950,  new 
groups  were  added  to  social  security  coverage,  including  state  and 
local  governmental  employees,  providing  these  employees  were  not  al- 
ready covered  by  a  retirement  system.  In  1954  this  was  changed  to 
provide  for  coverage  of  state  and  local  governmental  employees  even 
though  they  were  already  covered  under  a  retirement  system,  providing 
a  majority  of  the  members  of  the  system  voted  in  favor  of  such 
coverage. 

As  a  result  of  these  and  other  extensions,  social  security  coverage 
has  grown  to  the  extent  that  today  almost  100  percent  of  nongovern- 
mental employees,  and  some  70  percent  of  government  employees,  are 
so  covered.  This  includes  the  general  state  employees  of  most  states 
with  the  exception  of  California,  but  excludes  federal  employees  them- 
selves. 

After  federal  law  was  amended  in  1954  to  permit  coverage  of  state 
and  local  governmental  employees,  the  California  Legislature,  in  1955, 
adopted  legislation  authorizing  a  referendum,  then  required  by  law,  to 
determine  whether  California  state  employees  wished  to  be  covered  by 
social  security.  The  means  of  coverage  would  have  been  under  the  so- 
called  offset  system,  where  additional  benefits  gained  through  social 
security  would  have  been  generally  offset  by  reduced  benefits  under  the 
state  system. 

Also  at  that  time  it  was  necessary  that  all  of  the  group  be  brought 
under  social  security,  or  none.  The  proposal  was  defeated  at  employee 
referendum  in  1955  by  a  vote  of  34,102  against  integration  to  12,858  in 
favor. 

Subsequently,  the  Congress  permitted  members  of  state  and  local 
governmental  retirement  systems  to  co-ordinate  with  social  security 
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by  the  so-called  division  or  optional  choice  approach,  eliminating  the 
federal  requirement  for  referendum. 

The  Board  of  Administration  of  the  California  State  Employees'  Ke- 
tirement  System  recommended  legislation  at  the  1957  California  Legis- 
lature permitting  the  division  of  SERS  for  purposes  of  social  security 
coverage,  with  each  member  of  the  system  allowed  to  make  an  indi- 
vidual choice  of  continuing  with  SERS  solely  or  of  seeing  his  benefits 
co-ordinated  with  social  security.  All  new  emploj^ees  would  be  cov- 
ered. No  referendum  would  be  required  under  this  plan,  which  still  is 
supported  by  the  retirement  board. 

The  1957  Session  did  enact  legislation  permitting  the  division  of 
SERS  for  the  purposes  of  social  security  coverage.  But  because  of  con- 
troversy over  the  subject  among  state  employees,  the  Legislature  added 
the  requirement  that  there  be  an  election  among  members  of  the  system 
before  the  division  could  proceed. 

In  addition,  the  1957  Legislature  allowed  employees  of  some  21 
counties  under  the  1937  County  Retirement  Act  to  proceed  to  social 
security  coverage  under  the  divided  approach. 

_  In  its  1958  report  to  the  Governor,  the  SERS  Board  of  Administra- 
tion recommended  that  the  Legislature  provide  Social  Security  cover- 
age of  state  employees,  retroactive  to  January  1,  1956,  and  that  the 
coverage  be  by  division  of  the  state  system  permitting  each  member 
to  choose. 

The  board  recommended  that  if  this  free  choice  were  enacted  there  be 
a  modification  of  the  present  so-called  Yaoth.  formula  of  SERS,  under 
which  a  state  employee  retiring  at  age  60  receives  an  allowance  amount- 
ing to  Yeoth  of  his  highest  three-year  salary  average,  times  the  number 
of  years  he  has  in  the  system.  Under  the  existing  formula,  an  employee 
retiring  at  age  60  after  30  years  in  the  system  receives  a  retirement 
allowance  of  one-half  of  the  average  of  his  highest  three  years  of 
salary. 

Under  the  change  proposed  by  the  SERS,  the  ^oth  formula  would 
be  modified  to  a  Yqo^^  formula  on  that  portion  of  salary  that  is  subject 
to  Social  Security  tax.  The  basis  for  the  so-called  Y90^^-Yqo^^  formula 
is  to  control  the  costs  for  both  the  State  and  the  employee  who  elects 
co-ordinated  coverage,  so  that  in  neither  case  would  the  cost  reach 
unrealistic  levels.  It  also  should  be  noted  that  the  %oth-%oth  formula 
was  adopted  by  the  Legislature  for  the  independent  county  retirement 
systems  under  the  enabling  legislation  enacted  in  1957. 

At  the  1959  legislative  session,  the  Retirement  Board  sponsored  a 
measure,  S.B.  704,  to  permit  present  state  employees  to  elect  co-ordi- 
nation with  Social  Security  on  an  individual  basis,  under  the  %oth- 
%oth  formula,  and  without  a  referendum.  All  new  employees  would 
be  covered  by  co-ordination. 

At  the  same  session,  the  California  State  Employees  Association  had 
legislation  introduced,  A.B.  2062,  providing  for  survivorship  benefits 
under  SERS.  The  CSEA  opposed  the  Retirement  Board  proposal.  The 
result  was  that  A.B.  2062  was  amended  to  provide  for  an  election 
among  members  of  SERS  on  the  question  of  dividing  the  system  to 
provide  Social  Security  coverage  on  an  optional  basis  for  present  em- 
ployees, with  all  future  employees  automatically  coming  under  the 
co-ordinated  coverage. 
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This  measure,  ultimately  adopted  by  the  Legislature,  also  provided 
that  those  members  who  did  not  take  Social  Security  coverage,  could 
select  a  survivors'  benefit  within  the  state  system.  This  same  choice 
was  given  classified  school  employees,  who  are  members  of  the  lietire- 
ment  System,  except  in  their  case,  because  of  strong  representations 
made  by  their  official  spokesmen,  the  requirement  of  an  election  was 
deleted. 

The  SERS  board  supervised  an  election  among  state  employees  on 
the  co-ordination  proposal  in  the  fall  of  1959,  and  the  proposal  was 
defeated  by  a  vote  of  43,411  to  32,303. 

The  California  State  Employees  for  Social  Security  promptly  charged 
that  the  California  State  Employees  Association  had  misled  its  mem- 
bers on  the  proposal  and  that  there  had  been  irregularities  in  the 
election.  A  suit  was  filed  in  San  Francisco  Superior  Court  asking  that 
the  election  be  invalidated,  but  the  suit  failed. 

Subsequently,  the  CSEA,  the  Retirement  System  Board,  this  com- 
mittee, and  other  interested  parties  memorialized  Congress  to  elim- 
inate a  1960  deadline  in  federal  law  for  providing  retroactive  Social 
Security  to  members  of  state  and  local  sj^stems  electing  to  co-ordinate 
with  Social  Security.  The  federal  law  was  amended  by  Congress  elim- 
inating any  deadline.  It  now  authorizes  a  maximum  of  five  years  of 
retroactive  coverage  dating  from  an  agreement  to  co-ordinate.  (This 
and  other  1960  changes  made  by  the  Congress  in  the  Social  Security 
law  are  reviewed  by  the  California  Legislative  Counsel  in  Appendix  E 
to  this  report.) 

During  its  many  hearings  in  1960,  the  Assembly  Interim  Committee 
on  Civil  Service  and  State  Personnel  heard  the  pros  and  cons  of  co- 
ordination in  testimony  from  scores  of  witnesses,  including  Mr.  Payne 
of  the  State  Employees'  Retirement  System;  Chief  Counsel  John  Mc- 
Elheney,  President  Ray  Rusk  and  staff  member  George  Feinberg  of 
the  California  State  Employees  Association;  Otto  Ilahn,  International 
Vice  President,  and  Sam  Hunegs,  International  Representative  of  the 
American  Federation  of  State,  County  and  Municipal  Employees  AFL- 
CIO ;  President  Frank  D.  Rohmer,  Secretary-Treasurer  Jim  Verby,  and 
Dr.  R.  Thayne  Robson,  for  the  California  State  Employees  for  Social 
Security;  Bud  Aronson,  Secretary-Treasurer,  Union  of  State  Em- 
ployees, AFL-CIO.  Many  other  interested  individuals  also  testified  and 
transcripts  of  all  hearings  are  available  at  the  Capitol  office  of  the  com- 
mittee chairman,  Charles  W.  Meyers. 

While  stressing  that  his  board  has  long  felt  that  gains  of  co-ordina- 
tion outweigh  disadvantages  for  most  state  employees,  Mr.  Payne  out- 
lined advantages  and  disadvantages  as  follows: 

Advantages 

(1)  Immediate  survivors  protection  to  most  state  members  of  the 
system;  (2)  increased  retirement  benefits  of  little  or  no  immediate 
increase  in  cost  for  present  members;  (3)  early  qualification  for  more 
maximum  retirement  benefits  for  many  career  state  employees  due  to 
retroactive  coverage;  (4)  greater  employment  mobility  for  state  em- 
ployees and  prospective  state  employees;  (5)  better  competitive  recruit- 
ing position  for  the  State  as  an  employer,  this  will  be  increasingly  true 
as  coverage  becomes  more  widespread  among  public  employees;  (6) 
short-term  employees  retain  Social  Security  credit  on  leaving  state 
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service ;  the  experience  under  the  State  Employees '  Retirement  System 
is  that  most  withdraw  contributions  thereby  terminating  rights  to  bene- 
fits; (7)  Social  Security  benefits  favor  lower  salary  employees;  (8) 
the  wife's  Social  Security  benefits  supplement  the  retirement  allow- 
ance; (9)  survivors  allowance  permits  retiring  members  to  select  lesser 
optional  settlement  thereby  increasing  his  retirement  income. 

Disadvantages 

(1)  Schedule  increased  cost  from  3  percent  on  the  first  $4,800  of 
earned  income  to  4|  percent  by  1969  ;  (2)  probability  of  further  future 
cost  increase  to  both  employee  and  employer;  (3)  difficulty  in  main- 
taining appropriate  co-ordination  if  Social  Security  program  is  radi- 
cally changed;  (4)  difficult  for  the  memb^er  to  predict  and  compute  the 
retirement  benefit;  (5)  control  in  Congress  prevents  the  Legislature 
from  exercising  policy  decisions  in  the  retirement  field ;  ( 6 )  minimum 
age  for  retirement  is  65  or  62  for  women  under  Social  Security  as 
compared  to  55  under  the  State  Employees'  Retirement  System;  and 
(7)  nonrefund  of  contributions  for  separated  employees.  The  taxes 
paid  to  the  Social  Security  program  are  not  returned  either  to  the 
employee  or  the  employer  in  the  event  the  employee  should  leave  cur- 
rent employment,  or  he  should  die  before  qualifying  for  any  benefits. 

Mr.  Payne  estimated  that  under  co-ordination  as  proposed  by  his 
board,  the  added  coverage  eventually  will  cost  the  State  some  $10  mil- 
lion a  year. 

He  noted  the  recent  growth  of  Social  Security  coverage  among  public 
employees  of  California : 

' '  I  think  last  year  as  a  result  of  the  legislative  action,  the  growth 
was  the  most  rapid  of  any  one  year,  since  we  covered  the  classified 
school  employees  of  all  school  districts  in  California,  with  the  ex- 
ception of  Los  Angeles  city  school  employees  who  requested  to  be 
deleted  from  such  coverage  action.  This  amounted  to  somewhere 
between  1,600  and  1,800  school  districts. 

"At  the  present  time  in  California,  the  employees  of  three  out 
of  four  cities  are  covered  by  Social  Security.  The  employees  of 
four  out  of  five  counties  are  covered  by  Social  Security.  And  about 
one-third  of  all  other  governmental  jurisdictions  are  covered  by 
Social  Security. 

' '  I  think  from  this  review  of  coverage,  it  seems  almost  inescapa- 
ble that  coverage  of  public  employees  is  proceeding  at  a  rate  which 
will  eventually  result  in  the  coverage  of  almost  all  of  the  public 
employees  in  the  United  States,  with  the  possible  exception  of 
federal  employees. 

"A  good  share  of  state  employees  are  still  interested  in  Social 
Security  coverage  and  are  making  strenuous  efforts  to  obtain  it." 

Mr.  Rohmer,  stressing  the  advantages  of  Social  Security  co-ordina- 
tion, asked  that  the  Legislature  allow  individual  employees  a  free 
choice,  without  further  referendum.  He  said  there  was  much  confusion 
and  misinformation  surrounding  the  1959  referendum,  and  argued 
that  in  any  event  it  was  unfair  for  the  majority  to  deprive  the  minority 
of  a  choice  just  because  the  majority  favored  the  present  system.  Mr. 
Rohmer  said  he  spoke  for  25,000  state  employees.  He  identified  himself 
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as  president  of  the  California  State  Employees  for  Social  Security  and 
vice  president  of  Council  256  of  the  American  Federation  of  State, 
County  and  Municipal  Employees,  AFL-CIO. 

Jim  Verby,  Secretarj^-treasurer  of  the  California  State  Employees 
for  Social  Security,  concurred  with  Mr  Rohmer  and  said  many  em- 
ployees voted  against  their  own  best  interests  at  the  referendum  due 
to  confusion  and  misleading  information.  He  said  the  state  costs  under 
consolidation,  starting  at  about  $4,000,000  a  year  and  reaching  $10,- 
000,000  by  1969  due  to  projected  increases  in  the  Social  Security  tax 
rates,  would  be  less  costly  than  providing  similar  benefits  under  SERS. 

Dr.  R.  Thayne  Robson,  a  member  of  the  economics  department  at  the 
University  of  California  at  Los  Angeles,  speaking  for  himself,  asked 
the  committee  "that  legislation  be  enacted  permitting  each  of  the 
current  employees,  state  employees  here  in  California,  the  right  to 
choose  on  an  individual  basis  whether  or  not  they  desire  coverage  under 
a  co-ordinated  program. ' ' 

Dr.  Robson  cited  problems  facing  individuals  who  may  wish  to  trans- 
fer from  a  position  covered  by  Social  Security  to  a  state  job,  and  vice 
versa.  This  problem,  he  said  may  prevent  people  from  taking  state 
jobs,  thus  losing  Social  Security  coverage.  Also  a  state  employee  may 
be  reluctant  to  take  a  position  elsewhere  in  industry  that  may  be  more 
advantageous  to  him,  and  which  he  would  be  more  inclined  to  take  if 
he  had  a  continuity  in  protection  or  in  some  part  of  his  protection  that 
covered  during  the  job  change. 

Dr.  Robson  said  the  ultimate  $10  million  increase  in  state  costs  under 
a  consolidated  program  "could  buy  infinitely  more  benefits  through 
co-ordination  than  it  can  through  spending  it  in  SERS."  Dr.  Robson 
and  his  supporting  speakers  said  they  believed  between  60  and  70  per- 
cent of  all  present  state  employees  would  benefit  under  co-ordination. 

During  the  course  of  its  hearings,  the  committee  received  the  follow- 
ing telegram  from  Thomas  L.  Pitts,  secretary-treasurer  of  the  Califor- 
nia Labor  Federation,  AFL-CIO : 

' '  Consistent  with  the  position  maintained  before  the  Legislature 
at  recent  general  sessions,  we  urge  your  committee  to  sponsor  legis- 
lation at  the  1961  Session  which  will  provide  for  co-ordination  on 
the  same  formula  combined  in  A.B.  No.  2062,  passed  last  year,  but 
without  the  emasculating  provision  in  that  bill  which  denied  to 
state  employees  desiring  co-ordination  the  federally  granted  privi- 
lege to  divide  for  this  purpose  without  first  requiring  a  systemwide 
referendum.  The  great  injustice  of  that  provision  is  now  fully  ap- 
parent in  the  explosive  division  that  has  fulminated  in  the  state 
service  since  the  referendum  last  year,  and  the  resultant  adverse 
effect  on  state  employee  morale.  Valuable  time  has  been  lost  be- 
cause of  the  expiration  of  the  retroactive  coverage  provisions  avail- 
able to  public  employees  in  the  Federal  Social  Security  Law.  The 
AFL-CIO  is  working  diligently  in  Washington,  D.C.,  to  provide 
for  the  necessary  extension  of  these  retroactive  provisions.  In  the 
meantime,  we  believe  your  committee  has  an  obligation  to  state 
employees  to  correct  last  year's  wrong  and  to  prepare  for  the  in- 
troduction of  legislation  at  the  next  session  which  will  secure  for 
every  state  employee  the  opportunity  to  benefit  from  the  advan- 
tages of  co-ordination  as  he  or  she  may  choose  in  accordance  with 
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the  federal  privilege  already  in  the  law^.  We  urge  also  that  your 
committee  take  immediate  action  to  communicate  your  support  of 
retroactive  extension  to  the  California  delegation  in  Congress." 

Eepresentatives  of  the  California  State  Employees  Association  denied 
allegations  that  the  1959  referendum  had  been  unfair  and  that  the 
CSEA  had  misled  its  membership. 

CSEA  President  Eay  L.  Rusk  said  the  organization  had  presented 
both  sides  of  the  issue  in  its  publications  and  meetings,  and  filed  the 
following  letter  with  the  committee  : 

Dear  Mr.  Meyers  : 

At  the  April  26,  1960,  meeting  of  your  committee  at  Napa,  you 
requested  interested  groups  to  state  the  reasons  for  their  position 
on  the  Social  Security  co-ordination  issue. 

As  was  indicated  at  your  Napa  meeting,  we  recognize  that  there 
are  advantages  and  disadvantages  to  co-ordination  of  the  state 
system  with  Social  Security.  You  may  recall  from  previous  testi- 
mony references  to  the  opinion  poll  conducted  by  our  organization 
in  November  1958.  At  that  time  the  advantages  and  disadvantages 
were  stated  for  the  benefit  of  our  members.  They  were  as  follows, 
and  these  are  the  arguments  that  were  presented  pro  and  con  to 
CSEA  members  in  connection  with  Proposal  B  which  was  the  pro- 
posal "Shall  there  be  co-ordination  of  Social  Security  and  SERS." 

Arguments  for  Proposal  B 

1.  The  co-ordination  proposal  would  provide  survivors'  benefits 
and  increased  service  and  disability  retirement  benefits  for 
many  state  employees.  Also,  there  would  be  retirement  benefits 
for  dependents. 

2.  Co-ordination  takes  advantage  of  1957  Social  Security  amend- 
ments which  allow  employees  who  want  OASDI  coverage  to  get 
it  without  affecting  others  who  do  not  want  such  coverage. 

3.  This  voluntary  choice  allows  current  SERS  members  to  elect 
the  coverage  which  yields  the  greatest  combined  benefits.  For 
example,  a  married  couple  working  for  the  State  can,  through 
the  husband's  choosing  the  plan  and  the  wife  not  choosing  it, 
enable  the  wife  to  receive  the  OASDI  wife's  benefit  in  addition 
to  her  full  SERS  allowance. 

4.  Co-ordination  allows  continuity  of  Social  Security  coverage  for 
employees  who  go  from  state  service  to  private  employment  or 
other  governmental  employment  covered  by  Social  Security,  as 
well  as  for  those  who  enter  state  service  from  covered  employ- 
ment. 

5.  Proposal  B  will  cost  both  employees  and  the  State  less  than 
Proposal  A.  This  lower  state  cost  wall  improve  the  possibility  of 
getting  legislative  action  in  1959. 

6.  OASDI  can  be  obtained  for  state  employees  on  favorable  terms 
only  if  we  get  legislation  in  effect  before  January  1,  1960.  The 
present  federal  law  granting  OASDI  coverage  retroactive  to 
January  1,  1956,  requires  coverage  in  effect  before  1960. 
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7.  Possibility  for  future  benefit  improvements  should  be  good, 
since  history  has  shown  that  OASDI  benefits  have  been  in- 
creased regularly. 

8.  OASDI  benefits  are  exempt  from  state  and  federal  income  taxes. 

9.  Co-ordination's  retroactive  features  would  give  many  SEKS 
members  a  refund  of  part  of  their  SERS  contributions  since 
January  1956. 

These  were  the  arguments  that  we  presented  to  our  members 
favorable  to  the  co-ordination. 

Arguments  That  Were  Presented  in  Opposition  or  Against  Co-ordination 

1.  Co-ordination  would  create  two  separate  groups  of  state  em- 
ployees with  different  retirement  benefits.  As  time  goes  on,  the 
State  would  contribute  more  for  those  under  OASDI  than  for 
those  under  SERS  alone. 

2.  SERS  members  choosing  to  remain  under  the  existing  system 
would  be  in  a  diminishing  group.  It  may  be  more  difficult  for 
CSEA  to  get  future  legislation  to  improve  retirement  benefits 
for  this  group  as  it  became  smaller. 

3.  Acts  of  Congress  and  regulations  of  the  Federal  Social  Security 
Administration  would  affect  the  portion  of  our  retirement  al- 
lowance coming  from  OASDI,  whereas  now  all  benefits  and  costs 
are  entirely  under  state  control. 

4.  Recent  history  shows  a  tendency  in  Congress  to  raise  OASDI 
contribution  rates. 

5.  A  retired  SERS  member  aged  65  to  72  who  has  OASDI  cover- 
age and  who  secures  employment  loses  a  month's  OASDI  por- 
tion of  his  aggregate  retirement  allowance  for  every  month  in 
which  $100  is  earned  after  $1,200  has  been  earned  during  the 
year.  He  also  pays  OASDI  taxes  on  these  earnings. 

6.  OASDI  contributions  are  not  refundable  on  separation  from 
state  service  or  at  death. 

7.  Co-ordination  requires  future  state  employees  to  come  under 
OASDI  on  entering  state  service.  If  they  were  not  required  to 
do  so,  some  might  gain  certain  advantages  by  qualifying  for 
OASDI  benefits  independently  through  a  spouse,  or  concurrent 
outside  employment,  or  from  OASDI  coverage  preceding  or 
following  the  period  of  state  service. 

8.  For  many  state  employees  future  scheduled  OASDI  tax  in- 
creases will  more  than  off"set  the  refund  of  past  SERS  contribu- 
tions under  co-ordination. 

The  results  of  the  poll  indicated  that  our  membership  felt  that 
the  disadvantages  outweighed  the  advantages.  And  the  position  of 
the  association  with  respect  to  1959  legislation  relating  to  co- 
ordination was  based  on  this  consideration. 

Nevertheless,  some  of  our  members,  as  is  their  right,  have  asked 
their  association  to  re-examine  the  facts  and  reconsider  the  position 
taken  in  1959.  AVe  are  now  in  the  process  of  making  such  a  re- 
examination. The  information  developed  will  be  made  available^  to 
the  members  of  our  governing  body,  the  general  council,  which 
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convenes  at  San  Diego  November  12-13,  1960.  The  future  position 
of  the  association  depends  on  the  action  of  this  body. 

We  v^elcome  the  interest  of  the  committee  in  this  problem,  and 
look  forward  to  presenting-  to  our  members  the  facts,  figures  and 
other  considerations  which  may  be  derived  through  your  investi- 
gation, through  our  study  and  we  hope  that  the  decision  we  reach 
will  be  based  upon  these  facts  and  upon  this  information. 

Ray  L.  Rusk 

CSEA  Chief  Counsel  John  W.  McElheney  said  that  at  no  time  dur- 
ing its  passage  through  the  1959  Legislature  did  any  of  the  groups 
now  criticizing  the  referendum  object  to  A.B.  2062  or  its  referendum 
clause. 

"It  didn't  come  out  the  way  they  wanted  it,  so  we  now  hear  from 
them,"  he  said. 

Mr.  Rusk  traced  the  history  of  the  CSEA  position  on  Social  Security 
co-ordination.  He  noted  that  the  membership  of  the  State  Employees' 
Retirement  System  turned  down  integration,  on  the  offset  basis,  in 
1955.  After  the  Congress  permitted  local  system  to  divide  and  give 
individual  employees  a  choice,  the  CSEA  conducted  an  opinion  poll 
among  its  membership  that  was  "admittedly  not  completely  conclu- 
sive. ' ' 

Subsequently,  the  CSEA  General  Council,  the  supreme  governing 
body  of  the  78,000-member  employee  organization,  decided  to  seek 
survivorship  benefits  within  the  state  system  instead  of  Social  Security 
co-ordination.  On  that  basis,  the  CSEA  entered  the  1959  Legislature 
with  a  mandate  from  its  General  Council  to  support  legislation  along 
these  lines. 

It  was  this  legislation,  sponsored  by  CSEA,  into  which  was  amended 
the  referendum  procedure. 

According  to  Mr.  Rusk : 

This  still  meant  that  future  employees  mandatorily  would  have 
to  come  under  the  provisions  of  the  system,  had  the  referendum 
at  that  time  been  affirmative. 

"Now,  while  the  association  had  a  mandate  to  oppose  co-ordina- 
tion, the  opposition  to  the  revised,  or  compromise  bill  was  with- 
drawn when  the  election  procedure  was  proposed  by  Members  of 
the  Legislature." 

At  the  November  12-13,  1960,  meeting  of  the  CSEA  General  Council, 
referred  to  in  Mr.  Rusk's  letter  above,  which  meeting  was  held  after 
this  committee  concluded  its  public  hearings,  a  resolution  was  adopted 
setting  forth  the  CSEA's  policy  on  retirement  legislation  at  the  1961 
Legislature. 

The  resolution  supports  a  free  choice  for  each  state  employee  as  to 
whether  he  wants  Social  Security  coverage  or  not — without  a  referen- 
dum— but  subject  to  conditions,  including  a  20  percent  increase  in 
benefits  for  those  who  choose  nonco-ordinated  benefits  within  SERS. 

The  SERS  board  has  estimated  that  a  retroactive  change  to  the  l/50th 
formula  under  SERS,  as  long  advocated  by  the  CSEA,  would  cost 
the  State  $16.5  million  annually  if  all  members  of  the  system  including 
retired  members  were  affected. 
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The  full  resolution  of  the  CSE A  General  Council  follows : 

AVhereas,  All  CSE  A  members  are  entitled  to  equal  considera- 
tion by  the  association  and  all  SERS  members  are  entitled  to 
equivalent  returns  on  their  investments,  and 

Whereas,  It  is  the  objective  of  the  association  to  obtain  the 
retroactive  l/50th  formula;  and 

Whereas,  A  large  group  of  state  employees  have  expressed  a 
desire  to  obtain  OASDI  co-ordinated  with  SERS  on  a  l/60th- 
l/90th  basis ;  and 

Whereas,  Fear  has  been  expressed  that  co-ordination  might  im- 
pair the  rights  and  benefits  of  those  members  of  SERS  not  co- 
ordinating; and 

Whereas,  Legislation  which  does  not  attain  the  objectives  of 
this  resolution  may  be  passed  and  be  unacceptable  to  the  member- 
ship ;  now,  therefore  be  it 

Resolved,  That  policy  3  B  4.1  be  amended  to  read  as  follows: 
It  is  the  continuing  policy  of  the  association  to  vigorously  oppose 
any  further  legislation  to  integrate  or  co-ordinate  the  State  Em- 
ployees' Retirement  System  with  OASDI  unless  such  legislation 
shall  include  all  of  the  following : 

1.  Nonco-ordinated  benefits  at  least  equal  to  the  retroactive 
l/50th  formula  with  survivor  benefits. 

2.  Co-ordinated  benefits  at  least  equal  to  the  l/60th-l/90th 
formula. 

3.  That  it  be  the  intent  of  the  legislation  that  there  shall  be  no 
impairment  of  anv  of  the  rights  and  benefits  of  the  present  mem- 
bers of  SERS. 

4.  Optional  choice  of  the  retroactive  l/50th  or  co-ordinated 
formulas  for  present  employees ;  and,  be  it  further 

Resolved,  That  if  all  four  items  listed  above  are  not  enacted  or 
any  other  legislation  for  co-ordination  with  SERS  is  enactecl,  then 
the  legislation  must  provide  for  a  referendum  on  such  legislation 
as  is  enacted ;  and,  be  it  further 

Resolved,  That  legislation  be  introduced  into  the  1961  Session 
of  the  Legislature  to  carry  out  the  intent  of  this  policy. 


PART  III 
RETIREMENT  ALLOWANCE  INCREASES 


RETIREMENT  ALLOWANCE  INCREASES 

RECOMMENDATION 

The  committee  recommends  enactment  at  the  1961  Session  of  the  fol- 
lowing measnre  increasing  retirement  allowances  of  already  retired 
state  employees  and  increasing  minimum  retirement  benefits  under  the 
state  system,  to  reflect  increased  living  costs. 

Legislative  Counsel's  Digest— State  Employees'  Retirement  System 

Adds  Sees.  21251.6  and  21258.3,  Gov.  C. 

Provides  that  retirement  allowances  of  members  who  retired  on  or 
before  July  1,  1960,  shall,  in  addition  to  any  other  increases  author- 
ized at  the  1961  Regular  Session,  be  increased  by  amounts  ranging 
from  2-10  percent  based  on  date  of  retirement.  Provides  that  no  in- 
crease shall  exceed  $50  in  the  aggregate. 

Permits  waiver  of  increase  in  benefits  by  member. 

Provides  a  minimum  service  retirement  allowance  of  $900  per  year 
to  members  who  retire  at  age  60  with  10  years  of  service  with  $90 
a  year  increases  for  each  additional  year  up  to  20  years  of  service  where 
the  minimum  is  increased  from  the  present  $1,200  per  year  to  $1,800 
per  year. 

Makes  sections  applicable  to  contracting  agencies  only  on  amend- 
ment of  their  contracts  with  the  board  to  so  provide. 

PROPOSED  ASSEMBLY  BILL 

Aw  act  to  add  Sections  21251.6  and  21258.3  to  the  Government  Code,  re- 
lating to  the  State  Employees'  Retirement  System. 

The  people  of  the  State  of  California  do  enact  as  follows: 

Section  1.  Section  21251.6  is  added  to  the  Government  Code,  to 
read : 

21251.6.  (a)  Every  retirement  allowance  payable  for  time  commenc- 
ing on  the  effective  date  of  this  section  to  or  on  account  of  any  member 
who  has  retired  on  or  prior  to  July  1,  1960,  is  hereby  increased  by  a 
monthly  amount  which,  when  added  to  any  other  increases  in  such  re- 
tirement allowance  made  by  the  Legislature  at  its  1961  Regular  Session, 
equals  the  percentage  increase  set  forth  in  the  following  table  opposite 
the  period  during  which  the  member's  retirement  became  effective,  if 
the  retired  member  is  entitled  to  be  credited  with  20  years  or  more  of 
state  service,  or,  if  the  retired  member  is  entitled  to  be  credited  with 
less  than  20  years  of  state  service,  by  an  amount  which,  when  added  to 
any  other  increases  in  such  retirement  allowance  made  by  the  Legis- 
lature at  its  1961  Regular  Session,  bears  the  same  ratio  to  the  percent- 
age increase  set  forth  in  the  following  table  opposite  the  period  during 
which  the  member's  retirement  became  effective  that  the  number  of 
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completed  years  of  state  service  with  which  the  member  is    entitled  to 
be  credited  bears  to  20  years : 

Percentage  of  increase  in  monthly  retire- 
ment   allowance    ichere    memher    is    en- 
Period  during  ichich  retirement  tecame  titled   to    be   credited   with   20    or   more 
effective  years  of  state  service. 

On  or  prior  to  July  1,  1956 10% 

Twelve  months  ended  July  1,  1957 8% 

Twelve  months  ended  July  1,  1958 6% 

Twelve  months  ended  July  1,  1959 4% 

Twelve  months  ended  July  1,  1960 2% 

No  increase  under  this  section  shall  exceed  in  the  aggregate  the  sum 
of  fifty  dollars  ($50)  per  month. 

(b)  This  section  shall  not  apply  to  any  contracting  agency,  nor  to 
retirement  allowances  or  special  death  benefits  payable  to  or  in  respect 
to  the  retired  or  deceased  employees  of  any  contracting  agency,  unless 
and  until  the  contracting  agency  elects  to  be  subject  to  its  provisions 
by  amendment  to  its  contract  with  the  board,  made  as  provided  in 
Section  20461.5,  except  that  an  election  among  the  employees  is  not 
required,  or  by  express  provision  in  its  contract  with  the  board. 

Any  increase  in  allowances  provided  by  this  section  shall  not  take 
effect  prior  to  the  date  the  contract  is  amended  to  subject  the  contract- 
ing agency  to  the  provisions  of  this  section. 

(c)  Any  person  receiving  an  allowance  subject  to  the  increase  pro- 
vided for  herein  may  elect  to  waive  such  increase  and  continue  to  re- 
ceive their  allowance  unmodified  by  the  provisions  of  this  section. 

(d)  The  board  shall  compute  the  amount  by  which  benefits^  paid 
pursuant  to  this  section  exceed  the  benefits  which  would  otherwise  be 
payable  and  shall  charge  any  such  excess  against  the  contributions  of 
the  State  so  that  there  shall  be  no  increase  in  contributions  of  members 
by  reason  of  benefits  paid  pursuant  to  this  section. 

Sec  2.     Section  21258.3  is  added  to  said  code,  to  read : 
21258.3.      (a)   The  retirement  allowance  referred  to  in  this  section 
excludes  that  portion  of  a  member's  service  retirement  annuity  which 
was  purchased  by  his  accumulated  additional  contributions. 

(b)  If  a  member  entitled  to  credit  for  prior  service^  retires  after 
attaining  the  compulsory  age  for  service  retirement  applicable  to  him, 
or  if  a  member  is  entitled  to  be  credited  with  10  years  of  continuous 
state  service  and  retires  after  attaining  age  60,  and  his  retirement  al- 
lowance is  less  than  nine  hundred  dollars  ($900)  per  year  and  less  than 
his  final  compensation,  his  prior  or  current  service  pension,  as  the  case 
may  be,  shall  be  increased  so  as  to  cause  his  total  retirement  allowance 
from  this  system,  and  from  the  retiring  annuities  system  of  the  uni- 
versity, if  any,  to  amount  to  nine  hundred  dollars  ($900)  per  year,  or 
his  final  compensation,  whichever  is  less.  For  each  additional  year  of 
continuous  state  service  beyond  10  years,  his  prior  or  current  service 
pension,  as  the  case  may  be,  shall  be  increased  so  as  to  cause  his  total 
allowance  from  this  system,  and  from  the  retiring  annuities  system  of 
the  university,  if  any,  to  be  increased  by  an  additional  ninety  dollars 
($90)  a  year  up  to  20  years  of  continuous  state  service  for  which  time 
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his  prior  or  current  service  pension,  as  the  case  may  be,  shall  be  in- 
creased so  as  to  cause  his  total  retirement  allowance  from  the  system, 
and  from  the  retiring  annuities  system  of  the  university,  if  any,  to 
amount  to  one  thousand  eight  hundred  dollars  ($1,800)  per  year,  or 
his  final  compensation,  whichever  is  less. 

(c)  Subdivision  (b)  of  this  section  applies  to  state  members  and 
also  to  local  members  if  the  contract  between  the  board  and  the  employ- 
ing-contracting  agency  so  provides,  or  if  the  employing  contracting 
agency  elects  to  subject  itself  and  its  employees  to  the  provisions  of  sub- 
division (b)  by  amendment  to  its  contract  with  the  board,  made  as  pro- 
vided in  Section  20461.5. 

If  a  local  member  to  whom  this  section  applies  is  employed  by  more 
than  one  contracting  agency,  his  aggregate  retirement  allowances  shall 
be  taken  into  account  irrespective  of  the  employer. 

FINDINGS 

The  annual  report  of  the  Board  of  Administration  of  the  State  Em- 
ployees Retirement  System  for  1957,  on  page  7,  contains  the  following 
statement : 

"Each  of  the  last  two  sessions  of  the  Legislature  has  found  it  neces- 
sary to  make  increases  in  allowances  being  paid  persons  already  on 
retirement.  These  increases  were  provided  to  alleviate  loss  in  purchas- 
ing power  due  to  inflation.  If  adjustments  are  to  continue  to  be  made 
as  an  answer  to  inflation,  there  should  be  serious  consideration  given  to 
an  overall  plan  to  provide  for  a  retirement  allowance  which  can  fluctu- 
ate in  an  orderly  manner  with  changes  in  living  costs. ' ' 

The  board  in  its  report  for  1958,  on  page  16,  again  refers  to  the 
subject  of  "Cost  of  Living  Pensions,"  and  makes  the  statement: 

.  .  "The  system  is  valuating  the  cost  of  such  a  program  and 
will  have  cost  information  available  when  the  Legislature  is  in 
session. ' ' 

The  report  goes  on  to  state  that  a  review  of  the  State  Retirement 
System  legislation  indicates  quite  clearly  that  its  authors,  in  1931,  did 
not  have  in  mind  the  effects  of  possible  future  inflation  which  has,  as 
all  now  recognize,  materially  reduced  the  purchasing  power  of  fixed 
retirement  allowances.  No  provision  was  then  made  to  take  care  of 
such  conditions  as  they  have  subseciuently  developed. 

As  the  Retirement  JBoard  indicated  in  its  1957  report,  the  Legisla- 
ture has  heretofore  recognized  the  inequity,  under  existing  conditions 
of  the  economy,  of  a  fixed  income  allowance  for  retired  state  employes. 
It  is  obvious,  the  board  states,  that  this  problem  cannot  be  met  or 
solved  by  occasional  or  intermittent  legislative  appropriations. 

Accordingly,  the  Assembly  Subcommittee  of  Civil  Service  and  State 
Personnel  on  State  Retirement  Benefits,  under  the  chairmanship  of 
Edwin  L.  Z'berg,  held  two  meetings,  one  on  January  25,  1960,  and 
another  on  October  20,  1960,  to  consider  this  problem.  Assemblyman 
Z'berg,  prior  to  the  January  25  meeting  stated  that  the  Legislature 
in  1953,  1955  and  1957,  had  increased  retirement  benefits  in  order  to 
meet  the  rising  cost  of  living,  and  it  would  appear  that  a  way  could 
be  found  to  automatically  increase  these  benefits  to  retired  employees, 
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SO  that  legislation  would  not  be  necessary  at  every  general  session. 
He  further  stated  that  the  State  Personnel  Board  report  to  the  Gover- 
nor this  year  indicated  that  while  fringe  benefits  for  employees  have 
been  rising  in  private  industry,  the  State  finds  itself  in  the  unique 
position  of  a  decrease  in  the  cost  of  fringe  benefits  due  to  the  increased 
return  on  the  money  invested  by  the  State  Employees'  Retirement 
System.  The  report  shows  a  decrease  of  almost  $5,000,000  in  fringe 
benefit  costs  for  the  years  1958  and  1959.  Consideration  should  also 
be  given,  Z'berg  said,  to  the  possible  use  of  some  of  this  money  for 
increased  retirement  benefits,  either  by  automatic  cost-of-living  in- 
creases or  by  some  other  means. 

As  a  result  of  the  January  25  meeting,  a  request  was  made  to  the 
State  Personnel  Board  to  obtain  a  report  op  the  investment  operations 
of  the  State  Employees '  Retirement  System.  This  report  was  to  be  made 
by  Moody's  Investors  Service,  and  it  was  agreed  that  as  soon  as  the 
report  was  available,  another  meeting  would  be  held  to  arrive  at  a 
definite  recommendation.  Following  is  the  letter  of  recommendation 
submitted  by  the  Chairman,  Edwin  L.  Z'berg  on  March  23,  1960,  to 
the  Chairman  of  the  Committee,  Charles  AV.  Meyers: 

Dear  Mr.  Meyers  : 

As  a  result  of  the  meeting  of  our  subcommittee  on  retirement 
benefits,  the  following  recommendations  are  submitted,  with  a 
request  that  they  be  made  a  part  of  a  hearing  of  the  full  committee : 

1.  The  minimum  retirement  allowance  for  any  employee  who 
retires  at  age  60  with  20  years  of  service  be  raised  from  $100. 
Proportionate  raises  would  be  granted  those  who  retired  at  the 
minimum  age  limit  of  55  through  59. 

2.  A  one-time  increase  in  benefits  for  employees  presently  retired 
be  recommended  to  the  full  Legislature. 

3.  This  subcommittee  remain  as  constituted  for  an  additional 
hearing  this  fall.  This  committee  feels  that  the  proposed  legisla- 
tion presented  to  it  by  the  Retired  State  Employees  Association 
which  would  tie  the  increase  in  retired  employees  to  a  general 
salary  increase  appears  to  be  an  equitable  solution  to  the  problem 
of  inflation  as  it  relates  to  retired  employees.  However,  we  have 
requested  the  State  Employees'  Retirement  System  to  have  a  finan- 
cial survey  of  their  portfolio  of  investments  to  determine  if  the 
maximum  return  is  being  received  from  the  money  invested.  Once 
this  survey  has  been  accomplished  our  subcommittee  would  like 
to  meet  again  to  determine  if  enough  additional  funds  are  available 
to  implement  this  program  without  the  necessity  of  additional 
appropriations  from  the  General  Fund. 

Recommendation  No.  3  is  predicated  on  the  fact  that  while  our 
committee  is  in  complete  agreement  as  to  the  fact  that  some  auto- 
matic adjustment  of  retirement  allowance  should  be  made,  the 
ultimate  cost  would  have  to  be  borne  either  by  the  State  or  equally 
by  the  State  and  its  active  employees.  Mr.  Payne,  of  the  State 
Employees'  Retirement  System,  requested  his  board  to  have  a  sur- 
vey made  of  their  current  investment  portfolio  by  a  reputable 
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financial  organization.  Before  attempting  to  determine  where  in- 
creased financial  support  of  snch  a  program  can  be  obtanied,  we 
would  like  to  see  the  results  of  this  survey.  It  is  anticipated  that 
these  results  will  be  available  this  fall,  and  will  be  presented  to 
our  subcommittee  at  that  time. 

Respectfully  submitted, 

Edwin  L.  Z'berg,  Chairman 

Upon  receipt  of  the  report  from  Moody's  Investors  Service  (Appendix 
F),  a  meeting  was  held  by  the  subcommittee  on  October  20,  1960,  at 
which  time  the  report  was  presented  by  Mr.  AVilliam  E.  Payne  of  the 
State  Employees'  Retirement  System,  and  the  proposed  bill  was  dis- 
cussed and  approved  by  the  subcommittee,  with  a  recommendation  to 
the  full  committee  that  the  bill  be  introduced  as  proposed. 


PART  IV 
MISCELLANEOUS  BILLS 


MISCELLANEOUS  BILLS 

(Referred  to  the  Committee  for  Study  by  the  1959  Legislature) 
1— A.B.  2257— Introduced  by  Mr.  Meyers— Affecting  industrial 
disability  and  death  benefits  under  the  State  Employees'  Ketirement 
System;  and  A.B.  2746— introduced  by  Mr.  Meyers— increasing  benefits 
payable'  upon  the  death  of  a  person  receiving  a  retirement  allowance 
under  the  State  Employees'  Retirement  System. 

Recommenda/ion 

That  action  on  these  measures  be  held  in  abeyance  pending  action 
taken  by  the  1961  Legislature  on  other  measures  affecting  retirement 
benefits,"^  particularly  the  question  of  co-ordination  with  Social  Security. 

Findings 

The  committee  devoted  considerable  hearing  time  to  the  above  meas- 
ures and  alternative  approaches  presented  by  the  committee  staff.  For 
many  reasons,  including  cost  factors  involved  in  other  legislation  affect- 
ing state  employees  that  will  be  before  the  1961  Legislature,  the  com- 
miUee  felt  no  action  should  be  taken  at  this  time  on  these  bills. 

2— A.B.  2745— Introduced  by  Mr.  Meyers— Relating  to  the  State 
Employees'  Retirement  System. 

Recommendation 

The  committee  takes  cognizance  of  the  problem  involved  and  approves 
such  legislation  in  principle,  but  without  any  retroactive  feature  that 
would  provide  for  refunds  of  contributions  previously  made. 

Findings 

At  present  a  state  employee  who  is  absent  from  state  service  for  job- 
connected  injury  or  illness  receives  certain  workmen's  compensation 
benefits.  If  the  employee  has  sick  leave  or  vacation  credits,  these  may 
be  used  to  bring  iiis  combined  total  of  benefits  up  to  the  regular  salary 
level.  The  employee  makes  Eetirement  Fund  contributions  only  on  the 
sick  leave  and  vacation  credits  he  uses  during  the  absence.  If  the  sick 
leave  and  vacation  credits  are  used  entirely  before  the  employee  is  able 
to  return  to  work,  no  retirement  credit  is  given  to  him  during  that 
interim.  This  bill  would  provide  for  automatic  crediting  of  service  in 
case  of  such  absences. 

In  testimony  before  the  committee,  William  E.  Payne,  executive  officer 
of  the  State  Employees'  Retirement  System,  pointed  out  that  one  of 
the  basic  principles' of  the  retirement  system  is  that  the  member  pay 
for  one-half  the  cost  of  his  current  service  credit  and  that  the  State  pay 
anv  additional  cost.  This  bill,  Avhich  provides  service  credit  without 
interest  cost  to  the  member,  tends  to  be  contrary  to  established  principle 
of  the  system.  Mr.  Payne  particularly  impressed  upon  the  committee  a 
feeling  "(supported  by  the  committee)  that  there  should  be  no  retroac- 
tive feature  in  any  such  legislation.  Mr.  Payne  estimated  the  cost  to  the 
State  under  the  bill  would  be  about  $200,000  annually. 

(35) 
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John  W.  MeElheney,  general  counsel  for  the  California  State  Em- 
ployees' Association,  sponsors  of  A.B.  2745,  stressed  that  the  legislation 
concerns  only  the  individual  injured  in  the  course  of  emplovment. 

:\Ir.  MeElheney  said  all  the  employee  asks  under  this  measure  "is 
that  he  be  given  credit  and  allowed  to  pay  his  share  and  the  State 
would  pay  their  share  after  he  goes  on  workmen's  compensation  at  the 
reduced  rates,  as  compared  to  his  salary  of  course,  for  the  length  of 
time  that  he  is  on  compensation  until  he  returns  to  the  job  for  an 
injury  that  he  received  in  connection  with  the  performance  of  his 
duties." 

Mr.  MeElheney  said  he  will  take  into  account  questions  raised  by 
committee  members  in  rewriting  the  legislation  for  introduction  by  the 
California  State  Employees'  Association  at  the  1961  General  Session. 

3— A.B.  2750— Introduced  by  Mr.  Meyers— Relating  to  the  State 
Employees'  Retirement  System. 

Recommendafion 

The  committee  favors  the  principle  of  this  legislation  and  suggests 
that  the  measure  be  reintroduced,  provided  it  is  amended  to  apply  only 
to  state  college  faculty  members,  which,  according  to  testimony  by 
sponsors,  was  the  original  intent. 

Findings 

This  provides  that  a  member  of  the  State  Employees'  Retirement  Sys- 
tem excused  from  all  or  part  of  his  duties  (such  as  a  college  professor 
on  sabbatical  leave)  may  obtain  full  retirement  credits  for  the  absent 
period  by  contributing  to  the  retirement  system  the  amount  that  would 
have  been  required  had  the  employee  not  been  absent  or  working  part- 
time. 

Dr.  Lawrence  Turner,  executive  dean  of  Humboldt  State  College, 
said  he  felt  passage  of  such  legislation  would  help  alleviate  teaching 
staff  recruitment  problems  in  the  state  colleges  by  providing  an  impor- 
tant but  not  costly  fringe  benefit. 

4— A.B.  2550— Introduced  by  Mr.  Crawford— Relating  to  the  State 
Civil  Service  Appointments. 
Recommendation 

That  action  on  the  bill  be  postponed  indefinitely,  and  that  the  bill 
remain  with  the  committee. 

Findings 

This  bill  provides  that  only  names  of  the  three  persons  standing  high- 
est on  the  employment  list  shall  be  certified  to  the  appointing  authority ; 
and  provides  where  the  person  appointed  is  not  the  highest  of  the  per- 
sons certified,  the  highest  person  shall  be  notified  in  writing  of  the  ap- 
pointment and  the  reasons  therefor  by  the  appointing  power  and  they 
shall  have  the  right  to  appeal  to  the  State  Personnel  Board  within  a 
specified  time. 

The  author  told  the  committee  he  introduced  the  measure  after  hear- 
ing complaints  in  San  Diego  from  some  state  employees  who  felt  they 
had  been  discriminated  against  in  promotions.  However,  the  Personnel 
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Board  presented  the  committee  with  a  report  of  promotional  appoint- 
ments in  state  civil  service  for  the  period  of  January  through  Septem- 
ber, 1959,  which  indicated  to  the  committee's  satisfaction  that  the  prob- 
lem was  not  a  major  one.  It  was  agreed  that  no  legislation  would  be 
sponsored  along  this  line  by  the  committee  although  Chairman  Meyers 
observed  it  is  a  ''matter  which  needs  very  careful  watching." 

5 A.B.  2747 — Introduced  by  Mr.  Meyers — Relating  to  the  State 

Civil  Service. 
Recommendation 

That  the  problem  be  recognized  but  that  legislation  be  held  in  abey- 
ance pending  outcome  of  experiment  with  creation  of  review  committees 
in  certain  selected  departments. 

Findings 

This  bill,  introduced  at  the  request  of  the  California  State  Employees' 
Association,  would  require  the  Personnel  Board  to  fix  a  schedule  of 
uniform  penalties  for  application  in  state  civil  service  disciplinary 
proceedings  and  would  authorize  the  board  to  designate  minimum  and 
maximum  penalties. 

Arguments  presented  to  the  committee  in  favor  of  the  bill  declared 
there  are  at  present  432  persons  authorized  to  take  punitive  action  in 
the  49  governmental  agencies  of  the  State,  and  that  there  appears  to  be 
a  lack  of  uniformity  in  application  of  punitive  action  against  state 
employees. 

The  chief  argument  against  the  bill  is  that  it  would  be  too  complex  to 
try  to  formulate  a  schedule  of  all  possible  ])enalties  for  all  possible 
offenses,  and  formulation  of  minimums  and  maximums  along  these  lines 
would  necessarily  have  to  be  too  broad  to  serve  any  useful  purpose. 

During  the  course  of  this  committee  interim  study,  the  committee 
staff  met  with  representatives  of  the  Personnel  Board,  the  State  Em- 
ployees' Association,  and  the  Committee  on  Personnel  and  Training  of 
the^  Governor 's  Council.  This  group  suggested  a  possible  solution  to  the 
problem,  which  the  committee  supports. 

Under  this  voluntary  plan,  review  committees  will  be  created  experi- 
mentally in  several  large  departments  that  will  act  as  advisory  commit- 
tees to  department  directors  in  maintaining  uniform  penalties  within 
each  department. 

Mr.  McElheney,  representing  the  State  Employees'  Association,  en- 
dorsed this  approach.  Roy  W.  Stephens,  assistant  secretary  of  the  Per- 
sonnel Board,  said  the  reaction  of  all  members  of  that  board  was  favor- 
able to  the  plan. 

Mr.  Stephens  also  noted  that  although  sponsors  of  the  legislation 
were  right  in  saying  that  some  435  names  of  executives  are  on  file  with 
the  Personnel  Board  as  names  that  can  be  accepted  in  connection  with 
taking  punitive  actions,  in  most  cases  punitive  actions  must  clear 
through  department  directors  so  that  large  numbers  of  supervisors  ' '  are 
not  indiscriminately  and  separately  taking  punitive  actions. ' ' 
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APPENDIX  A 

An  act  to  add  Part  5  (commencing  at  Section  22750)  to  Division  5  of 
Title  2  of  the  Government  Code,  relating  to  medical  and  Jwspital 
care  for  state  officers  and  employees. 

The  people  of  the  State  of  California  do  enact  as  follows : 

Section  1.  Part  5  (commencing  at  Section  22750)  is  added  to  Divi- 
sion 5  of  Title  2  of  the  Government  Code,  to  read : 

PART  5      THE  STATE  EMPLOYEES'  MEDICAL  AND 
HOSPITAL  CARE  ACT 

Chapter  1.     State  Employees'  Health  Benefits 

Article  1.     General  Provisions  and  Definitions 

22750.  This  part  may  be  cited  as  the  State  Employees'  Medical  and 
Hospital  Care  Act. 

22751.  It  is  the  purpose  of  this  part: 

(a)  To  promote  increased  economy  and  efficiency  in  the  state  service. 

(b)  To  enable  the  State  to  attract  and  retain  qualified  employees  by 
providing  health  benefit  plans  similar  to  those  commonly  provided  in 
private  industry. 

(c)  To  recognize  and  protect  the  State's  investment  in  each  perman- 
ent employee  by  promoting  and  preserving  good  health  among  state 
employees. 

22752.  The  provisions  of  this  part  are  not  to  be  construed  as  au- 
thorizing the  State  to  undertake  any  program  of  self -insurance  in  con- 
nection with  hospital  and  medical  care  benefit  plans  for  state  employees. 

22753.  The  provisions  of  this  part  shall  become  operative  with  re- 
spect to  employees  and  annuitants  of  the  University  of  California  only 
upon  the  filing  with  the  board  of  a  resolution  of  approval  of  such  ap- 
plicability adopted  by  the  Regents  of  the  University  of  California. 

22754.  As  used  in  this  part  the  following  definitions,  unless  the  con- 
text otherwise  requires,  shall  govern  the  interpretation  of  terms. 

(a)  "Board"  means  the  Board  of  Administration  of  the  State  Em- 
ployees' Retirement  System. 

(b)  "Employee"  means  any  officer  or  employee  of  the  State  of  Cali- 
fornia or  of  any  agency,  department,  authority,  or  instrumentality  of 
the  State  including  the  University  of  California;  except  persons  em- 
ployed on  an  intermittent,  irregular  or  less  than  half-time  basis,  or 
employees  similarly  situated,  or  employees  in  respect  to  whom  contri- 
butions by  the  State  for  any  type  of  plan  or  program  offering  prepaid 
hospital  and  medical  care  is  otherwise  authorized  by  law. 

(c)  "Carrier"  means  a  private  insurance  company  holding  a  valid 
outstanding  certificate  of  authority  from  the  Insurance  Commissioner 
of  the  State,  a  medical  society  or  other  medical  group,  a  nonprofit  hos- 
pital service  plan  qualifying  under  Chapter  11 A  (commencing  at  Sec- 
tion 11491)  of  Part  2  of  Division  2  of  the  Insurance  Code,  or  nonprofit 

(41) 
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membership  corporation  lawfully  operating  under  Section  9200  or  Sec- 
tion 9201  of  the  Corporations  Code,  which  is  lawfully  engaged  in  pro- 
viding, arranging,  paying  for,  or  reimbursing  the  cost  of  personal 
health  services  under  insurance  policies  or  contracts,  medical  and  hos- 
pital service  agreements,  membership  contracts,  or  the  like,  in  con- 
sideration of  premiums  or  other  periodic  charges  payable  to  it. 

(d)  ''Health  benefits  plan"  means  a  group  insurance  policy  or  con- 
tract, medical  or  hospital  service  agreement,  membership  or  subscrip- 
tion contract,  or  similar  group  arrangement  provided  by  a  carrier  for 
the  purpose  of  providing,  arranging,  paying  for,  or  reimbursing  the 
cost  of  basic  hospital  and  medical  care. 

(e)  "Annuitant"  means:  A 

(1)  Any  person  who  has  retired  while  an  employee  and  who  receives 
any  retirement  allowance  under  any  state  or  University  of  California 
retirement  system  to  which  the  State  was  a  contributing  party. 

(2)  A  family  member  receiving  an  allowance  as  the  survivor  of  an 
annuitant  who  has  retired  as  provided  in  subdivision  (1),  or  as  the 
survivor  of  a  deceased  employee  receiving  an  allowance  under  Section 
21365.5  of  this  code. 

(f)  "Family  member"  means  an  employee's  or  annuitant's  spouse 
and  any  unmarried  child  (including  an  adopted  child,  a  stepchild,  or 
recognized  natural  child  who  lives  with  the  employee  or  annuitant  in 
a  regular  parent-child  relationship).  The  board  shall,  by  regulation, 
prescribe  age  limits  and  other  conditions  and  limitations  pertaining 
to  unmarried  children. 

(g)  "Employee  organization"  means  an  association  or  other  organ- 
ization of  employees  in  which  membership  is  open  to  employees  or  an- 
nuitants of  the  State,  and  which  is  not  organized  solely  or  principally 
for  the  purpose  of  obtaining  prepaid  hospital  and  medical  care. 

Article  2.     General  Powers  and  Duties  of  the  Board  of  Administration 

22771.  The  provisions  of  this  part  shall  be  administered  by  the 
board.  The  members  of  the  board  shall  receive  no  salary  for  perform- 
ance of  their  duties  and  responsibilities  under  this  part,  but  shall  be 
reimbursed  for  actual  and  necessary  expenses  incurred  in  connection 
therewith. 

22772.  All  laws  governing  the  organization,  procedures,  and  ad- 
ministrative duties  and  responsibilities  of  the  board  shall_  be  applicable 
to  the  board  in  its  administration  of  the  provisions  of  this  part,  to  the 
extent  that  they  are  not  in  conflict  with  or  inconsistent  with  the  pro- 
visions of  this  part. 

22773.  The  board  shall  have  all  powers  reasonably  necessary  to 
carry  out  the  powers  and  responsibilities  expressly  granted  or  imposed 
upon  it  under  this  part. 

22774.  The  board  shall,  in  accordance  with  this  part,  approve  health 
benefits  plans  and  may  contract  with  carriers  offering  basic  health  bene- 
fits plans. 

Irrespective  of  the  provisions  of  Sections  1090  and  1091  of  this  code, 
the  board  member  who  is  an  officer  of  a  life  insurer  may  participate  in 
all  board  activities  in  administering  the  provisions  of  this  part,  except 
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that  lie  shall  not  vote  on  the  question  of  whether  a  contract  should  be 
entered  into  or  approval  should  be  given  concerning  any  plan. 

22775.  The  board  shall,  pursuant  to  the  Administrative  Procedure 
Act,  adopt  all  necessary  rules  and  regulations  to  carry  out  the  provi- 
sions of  this  part,  including  but  not  limited  to  establishing  the  scope 
and  content  of  a  basic  health  benefits  plan,  regulations  fixing  reasonable 
minimum  standards  for  health  benefits  plans,  regulations  fixing  the 
time,  manner,  method  and  procedures  for  determining  whether  ap- 
proval of  any  plan  should  be  withdrawn,  and  regulations  pertaining 
to  any  other  matters  it  may  be  expressly  authorized  or  required  to 
provide  for  by  rule  or  regulation  by  the  provisions  of  this  part. 

In  adopting  such  rules  and  regulations  the  board  shall  be  guided  by 
the  needs  and  welfare  of  individual  employees,  particular  classes  of 
employees,  and  of  the  State,  as  well  as  prevailing  practices  in  the  field 
of  prepaid  medical  and  hospital  care. 

22776.  The  board  shall  withdraw  its  approval  of  any  health  bene- 
fits plan  if  it  finds  that  the  standards  prescribed  therefor  are  not  being 
complied  with,  that  claims  accrued  or  to  accrue  will  not  be  paid,  or 
for  other  good  cause  shown.  The  board  shall  give  reasonable  notice  of 
its  intention  to  withdraw  approval  of  a  plan  to  any  carrier,  employee 
organization,  or  organization  of  physicians  which  may  be  directly 
interested,  to  the  persons  enrolled  in  the  plan,  and  to  such  other  per- 
sons and  organizations  as  the  board  may  deem  necessary  and  proper. 
The  notice  shall  state  the  effective  date  of,  and  the  reason  for,  the 
withdrawal.  Approval  of  a  health  benefits  plan  shall  not  be  withdrawn 
except  after  such  notice,  and  after  all  interested  parties  have  been 
afforded  reasonable  opportunity  for  public  hearing  on  the  question. 
The  hearings  shall  be  conducted,  insofar  as  practicable,  pursuant  to 
the  provisions  of  Chapter  5  of  Part  1  of  Division  3  of  Title  2  of  this 

code. 

22777.  The  regulations  of  the  board  shall  also  make  provision  re- 
specting the  beginning  and  ending  dates  of  coverage  of  employees  and 
annuitants  and  family  members  under  health  benefits  plans,  and  may 
permit  coverage  to  continue,  exclusive  of  any  temporary  extension  of 
coverage  otherwise  authorized  under  this  part,  until  the  end  of  the 
pay  period  in  which  an  employee  is  separated  from  service  or  until 
the  end  of  the  month  in  which  an  annuitant  ceases  to  be  entitled  to 
an  annuity ;  and  in  case  of  the  death  of  an  employee  or  annuitant  may 
permit  a  temporary  extension  of  the  coverage  of  family  members  of 
his  family  for  a  period  of  not  less  than  30  days. 

22778.  The  board  shall  make  available  to  employees  and  annuitants 
eligible  to  enroll  in  any  health  benefit  plan  pursuant  to  this  part  such 
information,  in  such  form  as  it  may  deem  satisfactory,  as  will  enable 
the  employees  or  annuitants  to  exercise  an  informed  choice  among  the 
various  types  of  health  benefits  plans  which  have  been  contracted  for 
or  approved.  Each  employee  or  annuitant  enrolled  in  a  health  benefits 
plan  shall  be  issued  an  appropriate  document  setting  forth  or  sum- 
marizing the  services  or  benefits  to  which  the  employe  or  annuitant 
or  family  members  are  entitled  to  thereunder,  the  procedure  for  obtain- 
ing benefits,  and  the  principal  provisions  of  the  plan  affecting  the 
employee,  annuitant,  or  family  members. 
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Article  3.     Health  Benefit  Plans  and  Contracts 

22790.  The  board  may  contract  with  carriers  for  basic  health  bene- 
fit plans  or  approve  basic  health  benefit  plans  ofi'ered  by  employee 
organizations,  provided  that  the  carriers  have  operated  successfully 
in  the  prepaid  hospital  and  medical  care  field  prior  to  the  contracting 
for  or  approval  thereof.  Such  plans  shall  include  hospital  benefits, 
surgical  benefits,  inhospital  medical  benefits,  outpatient  benefits,  ob- 
stetrical benefits,  and  may  include  other  benefits  including,  but  not 
limited  to,  benefits  offered  by  a  bona  fide  church,  sect,  denomination  or 
organization  whose  principles  include  healing  entirely  by  prayer  or 
spiritual  means.  The  board  shall  approve  any  basic  health  benefit  plan 
in  existence  at  the  operative  date  of  this  part  which  meets  the  require- 
ments of  this  part  and  the  minimum  standards  and  other  rules  and 
requirements  prescribed  by  the  board,  and  for  which  payroll  deduc- 
tions were  authorized  under  Section  1156  of  this  code. 

22791.  The  basic  health  benefit  plans  which  may  be  approved  by 
the  board  shall  include  the  following  types: 

(a)  One  or  more  statewide  service  benefit  plans  under  which  pay- 
ment is  made  by  a  carrier  under  contracts  with  physicians,  hospitals, 
or  other  providers  of  health  services  rendered  to  employees  or  annui- 
tants or  members  of  family,  or  under  which,  under  certain  conditions, 
payment  is  made  by  a  carrier  to  the  employee  or  annuitant  or  mem- 
ber of  family. 

(b)  One  or  more  statewide  indemnity  benefit  plans  under  which 
a  carrier  agrees  to  pay  certain  sums  of  money,  not  in  excess  of  actual 
expenses  incurred,  for  health  services. 

(c)  Comprehensive  group-practice  prepayment  plans  which  offer 
benefits,  in  whole  or  in  substantial  part,  on  a  prepaid  basis,  with  pro- 
fessional services  thereunder  provided  by  physicians  practicing  as  a 
group  in  a  common  center  or  centers.  Such  a  group  shall  include  physi- 
cians representing  at  least  three  major  medical  specialities  who  receive 
all  or  a  substantial  part  of  their  professional  income  from  the  prepaid 
funds. 

(d)  Individual  practice  prepayment  plans  which  offer  health  serv- 
ices in  whole  or  in  part  on  a  prepaid  basis,  with  professional  services 
thereunder  provided  by  individual  physicians  who  agree,  under  such 
conditions  as  may  be  prescribed  by  the  board,  to  accept  the  payments 
provided  by  the  plans  as  full  payment  for  covered  services  rendered 
by  them.  Irrespective  of  any  other  provision  of  law,  the  sponsors  of  a 
plan  approved  under  this  subsection  may  reinsure  the  operation  of  such 
plan  with  an  admitted  insurer  authorized  to  write  disability  insurance, 
provided  that  the  premium  for  such  insurance  shall  include  the  entire 
prepajanent  fee. 

22792.  The  board  may,  without  compliance  with  any  provisions  of 
law  relating  to  competitive  bidding,  enter  into  contracts  with  carriers 
offering  health  benefit  plans.  Every  such  contract  shall  be  for  a  uni- 
form term  of  at  least  one  year,  but  may  be  made  automatically  renew- 
able from  term  to  term  in  the  absence  of  notice  of  termination  by  either 
party. 

22793.  Each  contract  shall  contain  a  detailed  statement  of  benefits 
offered  and  shall  include  such  maximums,  limitations,  exclusions,  and 
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Other  definitions  of  benefits  as  the  board  may  deem  necessary  or  de- 
sirable. 

No  contract  shall  be  made  or  plan  approved  which  excludes  any  per- 
son because  of  race,  sex,  or,  at  the  time  of  first  enrollment,  because  of 
age  or  health  status.  Transfer  of  enrollment  in  any  plan  shall  be  open 
to  all  employees  and  annuitants  in  accordance  with  the  provisions  of 
Section  22813  of  this  code. 

No  contract  shall  be  made  or  plan  approved  which  does  not  offer  to 
each  employee  whose  enrollment  in  the  plan  is  terminated  due  to  sep- 
aration from  state  service,  and  to  each  annuitant,  a  temporary  exten- 
sion of  coverage  during  which  he  may  exercise  the  option  to  convert, 
without  evidence  of  good  health,  to  a  nongroup  contract  providing 
health  benefits.  An  employee  or  annuitant  who  exercises  this  option 
shall  pay  the  full  periodic  charges  of  the  nongroup  contract,  on  such 
terms  or  conditions  as  are  prescribed  by  the  carrier  and  approved  by 
the  board. 

22794.  Rates  charged  under  any  health  benefits  plan  shall  reason- 
ably reflect  the  cost  of  the  benefits  provided.  Rates  determined  for  the 
first  contract  term  shall  be  continued  for  subsequent  contract  terms, 
except  that  they  may  be  readjusted  for  any  subseciuent  term,  based 
upon  past  experience  (which,  in  the  case  of  community-rating  plans, 
shall  be  the  experience  of  the  total  membership  upon  which  the  rates 
of  such  plans  are  based)  and  upon  benefit  adjustments  under  the  sub- 
sequent contract.  Any  readjustment  in  rates  shall  be  made  at  a  time 
and  manner  which,  in  the  judgment  of  the  board,  is  consistent  with  the 
general  practice  of  carriers  which  issue  group  health  benefit  plans  to 
large  employers. 

Article  4.     Coverage 

22810.  Any  employee  or  annuitant  may,  in  the  manner,  and  under 
such  eligibility  rules  as  the  board  may  by  regulation  prescribe,  enroll 
in  an  approved  health  benefits  plan,  either  as  an  individual  or  for  self 
and  family.  The  regulations  may  provide  for  the  exclusion  of  employees 
on  the  basis  of  the  nature  and  ty^pe  of  their  employment  or  conditions 
pertaining  thereto,  such  as,  but  not  limited  to,  short  term  appointments, 
seasonal  or  intermittent  employment,  and  employment  of  a  like  nature, 
but  no  employee  or  group  of  employees  shall  be  excluded  solely  on  the 
basis  of  the  hazardous  nature  of  the  employment.  Any  such  enrollment 
shall  authorize  the  deduction  of  the  contributions  required  under  this 
part  from  the  employee 's  or  annuitant 's  salary  or  retirement  allowance. 

Any  annuitant  who,  at  the  time  he  became  an  annuitant  was  enrolled 
in  a  health  benefits  plan,  may  continue  his  enrollment  as  provided  by 
regulations  of  the  board,  without  changes  in  premium  rates  or  benefit 
coverage. 

The  board  shall,  by  rule  and  regulation,  make  such  provision  as  it 
deems  necessary  to  eliminate  or  minimize  the  impact  of  adverse  selec- 
tion which  would  affect  any  plans  approved  or  contracted  for,  because 
of  enrollment  of  annuitants  who  acquired  that  status  prior  to  the  ef- 
fective date  of  this  part. 

22811.  If  an  employee  or  annuitant  has  a  spouse  who  is  an  employee 
or  annuitant,  each  spouse  may  enroll  as  an  individual.  No  person  may 
be  enrolled  both  as  an  employee  or  annuitant  and  as  a  family  member. 
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A  family  member  may  be  enrolled  as  siicli  in  respect  to  only  one  em- 
ployee or  annuitant. 

22812.  A  request  for  change  in  coverage  based  upon  a  change  in 
the  family  status  of  any  employee  or  annuitant,  or  of  any  employee 
or  annuitant  and  members  of  family,  enrolled  in  a  health  benefits  plan 
may  be  made  by  the  employee  or  annuitant  upon  application  filed 
within  30  days  after  the  occurrence  of  the  change  in  family  status  or 
at  such  other  times  and  under  such  conditions  as  may  be  prescribed 
by  regulations  of  the  board. 

22813.  A  transfer  of  enrollment  from  one  health  benefits  plan  to 
another  such  plan  may  be  made  by  an  employee  or  annuitant  at  such 
times  and  under  such  conditions  as  may  be  prescribed  by  regulations 
of  the  board. 

22814.  An  employee  enrolled  in  a  health  benefits  plan  who  is  re- 
moved or  suspended  without  pay  and  later  reinstated  or  restored  to 
duty  on  the  ground  that  such  removal  or  suspension  was  unjustified, 
unwarranted  or  illegal  shall  not  be  deprived  of  coverage  or  benefits 
for  the  interim,  but  any  contributions  otherwise  payable  by  the  State 
which  were  actually  paid  by  him  shall  be  restored  to  the  same  extent 
and  effect  as  though  such  removal  or  suspension  had  not  taken  place, 
and  any  other  equitable  adjustments  necessary  and  proper  under  the 
circumstances  shall  be  made  in  premiums,  subscription  charges,  contri- 
butions and  claims. 

22815.  If  an  employee  or  annuitant  is  dissatisfied  with  any  action 
or  failure  to  act  which  has  occurred  in  connection  with  his  coverage 
or  the  coverage  of  his  family  members  under  this  part,  he  shall  have 
the  right  of  appeal  to  the  board  and  shall  be  accorded  an  opportunity 
for  a  fair  hearing.  The  hearings  shall  be  conducted,  insofar  as  practic- 
able, pursuant  to  the  provisions  of  Chapter  5  of  Part  1,  of  Division 
3  of  Title  2  of  this  code. 

22816.  An  employee  enrolled  in  a  health  benefits  plan  under  this 
part  who  is  granted  a  leave  of  absence  without  pay  under  the  State 
Civil  Service  Act  and  the  rules  of  the  State  Personnel  Board,  or  other 
comparable  leave,  shall  be  entitled  to  have  his  coverage  and  the  cover- 
age of  any  family  members  continued  for  the  duration  of  the  leave  of 
absence  upon  his  application,  but  only  upon  assuming  payment  of  the 
contributions  otherwise  required  of  the  State  on  account  of  his  enroll- 
ment. 

Article  5.     Contributions 

22825.  The  State  of  California  and  each  employee  or  annuitant  shall 
contribute  a  portion  of  the  cost  of  providing  for  each  employee  and 
annuitant  the  benefit  coverage  afforded  under  any  health  benefit  plan 
which  the  board  has  approved  or  for  which  it  has  executed  a  contract 
pursuant  to  this  part,  and  in  which  the  employee  or  annuitant  may  be 
enrolled. 

The  State's  contribution  shall  be  the  amount  necessary  to  pay  the 
cost  of  a  basic  health  benefits  plan,  or  five  dollars  ($5)  per  month  for 
each  employee  or  annuitant,  whichever  is  the  lesser.  The  State's  con- 
tribution to  the  basic  health  benefits  plan  to  each  employee  shall  com- 
mence on  the  first  day  of  the  calendar  month  next  following  the  com- 
pletion of  six  months  of  employment  by  the  State  or  the  University  of 
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California;  provided  the  employment  has  not  been  interrnpted  by  a 
break  of  more  than  one  month,  except  that  absence  for  military  service 
shall  not  be  considered  a  break. 

The  contribution  of  each  employee  and  annuitant  shall  be  the  total 
cost  per  month  of  the  benefit  coverage  afforded  him  under  the  plan 
less  the  portion  thereof  to  be  contributed  by  the  State. 

22826.  The  State  of  California  shall,  in  addition  to  the  contribu- 
tions required  bv  Section  22825,  contribute  additional  amounts  neces- 
sary to  provide  funds  for  the  administration  of  this  part,  and  for  the 
establishment  and  continuation  of  the  State  Employees'  Contingency 

Reserve  Fund.  ^      -,      • 

The  additional  contributions  shall  be  payable  on  the  basis  ot  the 
amount  chargeable  on  account  of  each  such  employee  and  annuitant 
for  administrative  expense  and  contingency  reserve  account  purposes, 
as  determined  by  the  board. 

22827.  The  contributions  of  each  employee  and  annuitant  shall  be 
withheld  from  the  monthly  salary  or  retirement  allowance  payable  to 
him. 

The  contributions  of  the  State  required  on  account  of  each  employee 
shall  be  chargeable  to  the  fund  from  which  the  salary  of  the  employee 
is  payable. 

The  contributions  of  the  State  required  on  account  of  each  annuitant 
shall  be  payable  from  such  funds  as  may  be  appropriated  for  that  pur- 
pose. 

Article  6.     The  State  Employees'  Contingency  Reserve  Fund 

22840.  For  all  plans  which  the  State  has  entered  into  a  contract 
there  shall  be  maintained  in  the  State  Treasury  a  State  Employees' 
Contingency  Reserve  Fund  to  which  shall  be  credited,  from  time  to 
time  as  determined  by  the  board,  amounts  determined  to  be  necessary 
to  provide  an  adequate  contingency  reserve.  The  income  derived  from 
any  dividends,  rate  adjustments,  or  other  refunds  by  a  plan  shall  be 
credited  to  the  fund. 

The  board  may  invest  funds  in  the  State  Employees'  Contingency 
Reserve  Fund  in  accordance  with  the  provisions  of  law  governing  its 
investment  of  the  Retirement  Fund. 

The  State  Employees'  Contingency  Reserve  Fund  may  be  utilized  to 
defray  increases  in  future  rates,  to  reduce  the  contributions  of  em- 
ployees and  annuitants  and  the  State,  or  to  increase  the  benefits  pro- 
vided by  any  plan  to  the  extent  that  amounts  in  the  account  are  derived 
from  that  plan,  as  determined  from  time  to  time  by  the  board. 

The  total  amount  to  be  credited  to  the  State  Employees'  Contingency 
Reserve  Fund  for  any  one  fiscal  year  shall  not  exceed  3  percent  of 
the  total  of  all  contributions  of  the  State  and  employees  and  annuitants 
during  any  fiscal  year. 

The  total  credited  to  the  State  Employees'  Contingency  Reserve 
Fund  at  any  time  shall  be  limited,  in  the  manner  and  to  the  extent 
the  board  may  fijid  to  be  most  practical,  to  a  maximum  of  10  percent 
of  the  total  of  the  contributions  of  the  State  and  employees  and  annui- 
tants in  any  fiscal  year.  The  board  may  undertake  such  action  as  will 
insure  that  the  maximum  amount  prescribed  for  the  fund  is  approxi- 
mately maintained. 
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22841.  Contributions  of  employees  and  annuitants,  and  contribu- 
tions of  the  State  not  credited  to  the  State  Contingency  Reserve  Fund, 
shall  be  utilized  to  pay  the  premiums  or  other  charges  required  to  be 
paid  carriers  under  health  benefits  plans.  The  State  Controller  shall 
suitably  identify  and  remit  the  State's  contribution  for  each  employee 
or  annuitant  monthly  to  the  insurer  or  insurers  of,  or  others  contracting 
to  provide  or  arrange  medical  and  hospital  service  under,  such  plans, 
together  vv^ith  amounts  authorized  by  the  employees  and  annuitants 
covered  under  such  plans  to  be  deducted  from  their  salaries  or  retire- 
ment allowances  for  payment  of  their  share  of  the  cost  of  the  plan. 

Sec.  2.  The  provisions  of  this  act  shall  become  operative  on  July 
1,  1961. 

■i 

APPENDIX  B 

State  op  California 
Office  of  Legislative  Counsel 
Sacramento,  California,  October  6,  1960 

Hon.  Charles  W.  Meyers 
AssemMy  Chamher 


State  Employees'  Health  Benefits— No.  4889 

Dear  Mr.  Meyers  : 

You  have  asked  for  an  analysis  of  the  proposed  legislation  to  establish 
a  program  for  state  participation  in  j^roviding  group  health  insurance 
coverage  for  state  employees,  which  was  prepared  under  our  Request 
4416  and  revised  to  some  extent  by  action  of  the  Assembly  Interim  Com- 
mittee on  Civil  Service  and  State  Personnel  at  its  executive  meeting  of 
March  3,  1960. 

Generally,  the  bill  would  add  Part  5  (commencing  at  Section  22750) 
to  Division  5  of  Title  2  of  the  Government  Code,  to  place  under  the 
jurisdiction  of  the  Board  of  Administration  of  the  State  Employees' 
Retirement  System  a  program  whereby  the  State  would,  through  group 
hospital  and  medical  care  plans  contracted  for  or  approved  by  the 
board,  pay  a  portion  of  the  monthly  insurance  premium  for  each  par- 
ticipating employee  or  annuitant.*  The  bill  would  prescribe  detailed 
standards  to  be  met  in  order  for  plans  to  qualify  for  contract  or  ap- 
proval, vest  in  the  Board  of  Administration  the  powers  necessary  to 
administration  of  the  provisions,  define  minimum  health  benefits  to  be 
provided  by  the  plans,  fix  the  State's  monthly  premium  contribution 
per  employee  or  annuitant  at  the  lesser  of  the  cost  of  coverage  or  $5, 
and  specify  that  the  act  shall  become  operative  on  July  1,  1961. 

Spelled  out  in  greater  detail  the  proposed  legislation  would  accom- 
plish the  following: 

Place  under  the  administration  of  the  Board  of  Administration  of 
the  State  Employees'  Retirement  System  a  program  whereby  the  State, 
through  contracts  entered  into  between  the  board  and  carriers,  or  the 
approval  of  contracts  entered  into  between  carriers  and  employees' 

*  The  coverage  would  be  afforded  to  any  person  who  has  retired  while  an  employee 
and  who  receives  any  retirement  allowance  under  any  state  or  University  of 
California  retirement  system  to  which  the  State  was  a  contributing  party. 
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organizations,  would  participate  in  providing  group  medical  and  hos- 
pital care  coverage  for  state  emplovees  and  annuitants  (Sees.  22771, 
22774  t ) . 

Fix  the  State's  monthly  contribution  toward  payment  of  the  insur- 
ance premium  of  each  employee  or  annuitant  at  the  lesser  of  the  cost 
of  the  coverage  or  $5,  and  require  the  employee  or  annuitant  to  pay 
the  remainder  of  the  premium  amount  through  payroll  deductions  to 
be  transmitted  to  the  carrier  (See.  22825). 

Eequire  the  State  to  contribute  additional  amounts  needed  for  pur- 
poses of  administration  of  the  program  and  to  provide  an  adequate 
contingency  reserve  (Sec.  22826). 

Specify  that  the  contributions  of  each  participating  employee  or 
annuitant  be  withheld  from  his  monthly  salary  or  retirement  allow- 
ance, respectively;  and  require  that  the  State's  contribution  for  any 
employee  be  chargeable  to  the  fund  from  which  the  employee's  salary 
is  payable,  and  the  State's  contributions  for  annuitants  be  provided 
through  separate  appropriations  (See.  22827). 

Authorize  participation  in  the  program  by  the  University  of  Cali- 
fornia upo7i  the  filing  of  a  resolution  of  the  Board  of  Eegents  approv- 
ing of  su^h  participation  for  the  universitv  and  its  employees  and 
annuitants  (Sees.  22753,  22754). 

Define  the  health  benefits  plans  for  which  the  program  will  be  open 
as  a  group  insurance  policy  or  contract,  medical  or  hospital  service 
agreement,  membership  or  subscription  contract,  or  similar  group 
arrangement  provided  by  a  carrier  for  the  purpose  of  providing,  ar- 
ranging, paving  for,  or  reimbursing  basic  hospital  or  medical  care 
(Sec.  22754). 

Prescribe  the  minimum  benefit  coverage  to  be  proA'ided  by  plans  in 
order  to  qualify,  to  require  that  they  afford  hospital  benefits,  surgical 
benefits,  in-hospital  benefits,  out-patient  benefits ;  and  to  authorize  the 
inclusion  of  other  benefits  including  those  afforded  by  a  bona  fide 
church,  sect,  denomination  or  organization  whose  principles  include 
healing  by  prayer  or  spiritual  means  (Sec.  22790). 

Define  an  employees'  organization  whose  existing  plans  may  be  ap- 
proved, as  an  association  or  other  organization  of  state  employees  or 
annuitants  in  wdiich  membership  is  open  to  employees  and  annuitants  of 
the  State  and  which  is  not  organized  solely  or  principally  for  the  pur- 
pose of  obtaining  prepaid  hospital  and  medical  care  (Sec.  22754). 

Require  approval  of  any  plan  in  existence  at  the  operative  date  of 
the  act,  if  the  plan  meets  the  requirements  and  standards  prescibed  by 
and  under  the  act,  and  if  payroll  deductions  have  previously  been 
authorized  to  be  made  for  insurance  premium  purposes  under  Section 
1156  of  the  Government  Code  (Sec.  22790). 

Specify  that  the  types  of  plans  to  be  contracted  for  or  approved 
shall  include  statewide  service  benefit  plans,  statewide  indemnity  plans, 
comprehensive  group-practice  prepayment  plans,  and  individual  prac- 
tice prepayment  plans  (Sec.  22791). 

t  All  section  references  are  to  provisions  which  would  be  added  to  the  Government 
Code  by  the  provisions  of  the  bill. 


50  INTERIM  COMMITTEE  ON  CIVIL  SERVICE  AND  STATE  PERSONNEL 

Make  enrollment  in  any  plan  optional  with  any  employee  or  an- 
nuitant, and  permit  an  enrolled  employee,  upon  becoming  an  an- 
nuitant, to  continue  the  enrollment  without  changes  in  premium  rates 
or  benefit  coverage  (Sec.  22810). 

Permit  enrollment  in  plans  of  specified  family  members  of  the  em- 
ployee or  annuitant  (Sees.  22754,  22810,  22811,  22812).  , 

Vest  in  the  Board  of  Administration  broad  regulatory  powers  ex- 
tending to  matters  involving  the  approval  of  plans,  the  disapproval  of 
plans,  details  of  coverage  commencement,  termination,  and  transfer, 
eligibility  for  enrollment,  changes  in  coverage,  elimination  or  control 
of  the  impact  of  adverse  selection  due  to  employees  retired  prior  to 
the  effective  date  of  this  act,  and  related  matters  (Sees.  22772-22777, 
22810,  22812,  22816). 

Specify  that  the  members  of  the  Board  of  Administration  shall  re- 
ceive no  salary  for  performance  of  duties  under  the  act,  but  shall  be 
reimbursed  for  actual  and  necessary  expenses  incurred  (Sec.  22771). 

Prohibit  the  life  insurance  member  of  the  Board  of  Administration 
from  participating  in  voting  on  the  question  of  whether  a  contract 
should  be  entered  into  for  or  approval  be  granted  to  a  plan,  but  author- 
ize him  to  participate  iu  all  other  functions  of  the  board  (Sec.  22774). 

Require  administrative  hearings  to  be  afforded  interested  parties 
prior  to  the  disapproval  of  any  approved  plan  and  in  eases  of  disputes 
involving  individuals  in  respect  to  questions  of  coverage  (Sees.  22776, 
22815). 

Require  the  Board  of  Administration  to  make  available  to  employees 
and  annuitants  eligible  for  enrollment  in  plans,  information  enabling 
them  to  make  an  informed  choice  as  to  enrollment  in  various  plans, 
and  require  that  each  enrollee  be  provided  a  document  containing  a 
summary  of  the  services,  benefits,  procedures,  and  related  matters  per- 
tinent to  the  plan  in  which  he  is  enrolled  (Sec.  22778). 

Prescribe  minimum  contents  of  contracts  entered  into  for  a  plan,  to 
require  inclusion  of  a  detailed  statement  of  benefits  and  related  mat- 
ters, and  prohibit  a  contract  from  excluding  persons  because  of  race, 
sex,  or  at  time  of  first  enrollment,  because  of  age  or  health  status  (Sec. 
22793). 

Require  rates  charged  under  any  plan  to  reasonably  reflect  the  cost 
of  the  benefits  provided,  and  prescribe  conditions  which  will  permit 
adjustment  of  rates  (Sec.  22794). 

Specify  that  the  provisions  of  the  act  are  not  to  be  construed  as 
authorizing  the  State  to  undertake  any  program  of  self-insurance  in 
connection  with  hospital  and  medical  care  plans  for  state  employees 
(Sec.  22752). 

Require  the  State  Controller  to  identify  and  transmit  to  carriers  on 
a  monthly  basis  the  premium  amounts  payable  by  the  State  and  those 
withheld  from  the  monthly  salaries  or  retirement  allowances  of  em- 
ployees and  annuitants  (Sec.  22841). 

Establish  in  the  State  Treasury  the  State  Employees'  Contingency 
Reserve  Fund  to  which  amounts  determined  by  the  Board  of  Admin- 
istration to  be  necessary  to  provide  for  an  adequate  contingency  reserve 
shall,  from  time  to  time  be  credited ;  specify  that  the  board  may  invest 
the  fund  in  accordance  with  the  provisions  of  law  governing  investment 
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of  the  retirement  fund;  prescribe  the  uses  to  which  the  fund  shall  be 
put ;  fix  the  maximum  amount  to  be  contained  in  the  fund  at  any  time ; 
and  provide  for  related  matters  (Sec.  22840). 

Specify  the  types  of  organization  which  may  qualify  as  carriers, 
define  the  family  members  who  may  be  included  in  plans,  fix  basic 
conversion  and  extension  of  coverage  standards,  prescribe  basic  limita- 
tions on  rate-change  procedures,  provide  for  exclusion  from  the  act  of 
short-term,  intermittent,  and  similarly  situated  employees,  prescribe 
procedures  to  be  followed  in  connection  with  the  suspension  and  rein- 
statement of  employees  and  the  situation  where  the  employee  is  granted 
a  leave  of  absence,  and  to  provide  for  numerous  other  procedural  mat- 
ters (Sees.  22754,  22793,  22794,  22810,  22814,  22816). 

Specify  that  the  purposes  of  the  part  are  to  promote  economy  and 
efficiency  in  the  state  service,  to  enable  the  State  to  attract  and  retain 
qualified  employees,  and  to  recognize  and  protect  the  State's  invest- 
ment in  qualified  employees  (Sec.  22751). 

Specify  that  the  act  shall  become  operative  on  July  1,  1961. 


Very  truly  j^ours. 


Ralph  N.  Keeps 
Legislative  Counsel 
By  Ernest  H.  Kunzi 
Deputy  Legislative  Counsel 

APPENDIX  C 

Board  of  Administration 
State  Employee's  Retirement  System 

Sacramento  14,  March  9,  1960 

Assemblyman  Charles  W.  Meyers,  Chairman 

Assembly  Interim  Committee  on  Civil  Service  and  State  Personnel 
State  Capitol,  Sacramento  14,  California 

Dear  Assemblyman  Meyers  : 

You  have  requested  the  retirement  system  to  develop  cost  estimates 
for  the  first  year  of  operation  of  the  proposed  Medical  and  Hospital 
Care  plan  as  developed  by  your  committee.  The  retirement  system 
does  not  have  a  background  of  experience  in  this  field  from  which  to 
develop  accurate  cost  estimates  and  therefore  must  make  some  arbitrary 
assumptions  in  developing  such  estimates.  The  cost  estimates  are  devel- 
oped below  under  the  headings  of  Benefit  Costs  and  Administrative 
Costs. 

Benefit  Costs 

In  developing  the  estimated  costs  of  the  benefit  it  is  assumed 
that  there  will  be  a  six-months'  qualifying  period  for  eligibility. 
Under  this  assumption  the  retirement  system's  estimate  of  its 
membership  of  state  and  university  employees  and  of  the  numbers 
of  annuitants  for  the  1960-61  fiscal  year  becomes  pertinent  and  has 
been  utilized  in  developing  potential  eligibles.  In  addition,  it  has 
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been  assumed  that  85  percent  of  those  eligible  to  participate  in  this 
plan  will  so  participate.  Following  is  the  estimated  eligibles  and 
cost: 

State  and  university  employees 116,000 

Annuitants 9,500 

University  of  California  Academic  System 4,000 

Miscellaneous  (state  college  teachers  belonging  to  the 
Teachers'  System,  legislators,  legislative  employees,  judges, 
etc.) 5,000 

Total 134,500 

85  percent  of  134,500   =   114,325 
State's   cost    at    $60    per    year    per    participating 
employee  =  $6,859,500. 

It  can  be  assumed  that  some  30  to  35  percent  of  the  above  figure  will 
be  borne  by  special  fund  agencies  and  that  the  remainder  will  be  borne 
by  the  General  Fund.  You  may  wish  to  confirm  this  with  the  Depart- 
ment of  Finance.  Note  that  no  estimate  of  the  costs  of  creating  a  Con- 
tingency Reserve  Fund  has  been  included. 

Administrative  Costs 

The  system  has  estimated  that  the  annual  administrative  costs 
would  be  approsimateh^  $190,000. 

In  developing  this  estimate  the  system  has  considered  adequate 
staffing  and  operating  expenses,  all  subject  to  scrutiny  by  the  De- 
partment of  Finance  and  the  State  Personnel  Board  as  appro- 
priate. 
The  system  presents  these  estimates  as  tentative  costs  knowing  that 
the  assumptions  can  be  erroneous  in  either  direction  in  that  only  ex- 
perience will  develop  the  basis  for  accurate  estimates. 

Very  truly  yours, 

William  E.  Payne,  Executive  Officer 

APPENDIX  D 

Joint  Legislative  Budget  Committee 

California  Legislature 
SacramentO;  California,  March  16,  1960 

Honorable  Charles  W.  Meyers 
Assemhlyman,  19th  District 
Room  3154,  State  Capitol 
Sacramento,  California 

Dear  Assemblyman  Meyers:  In  accordance  with  your  request,  we 
are  sending  to  you  our  observations  regarding  the  probable  state  costs 
to  implement  the  provisions  of  the  proposed  State  Employees'  Medical 
and  Hospital  Care  Act.  In  preparing  cost  estimates,  we  have  consulted 
wath  the  staff  of  the  State  Employees'  Ptetirement  System,  the  agency 
that  would  be  most  concerned  with  the  administration  of  the  proposed 
plan. 

The  cost  estimates  presented  here  are  the  same  as  those  prepared 
by  the  State  Employees'  Retirement  System,  plus  estimates  of  adminis- 
trative costs  related  to  establishment  of  a  contingency  reserve  fund 
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and  the  functions  to  be  performed  in  the  State  Controller's  Office.  We 
have  reviewed  the  process  and  assumptions  used  by  the  State  Em- 
ployees' Retirement  System  in  making  its  estimates  and  believe  that 
they  are  reasonable  and  consistent  with  provisions  of  the  draft  legisla- 
tion proposed  by  our  committee. 
Administrative  Costs 

State  Employees'  Retirement  System $190,000 

State  Controller's  Office 50,000 

State  Employees'  Contingency  Reserve  Fund 10,000 

Total  administrative  costs $250,000 

State  Contribution  Costs 

Estimate  of  number  of  employees  eligible 134,500 

Percent  of  eligibles  expected  to  participate 85% 

State  contribution  per  employee  per  month $5 

Total  state  contributions  per  year 

(134,500  X  85%  X  $5x12  months)    $6,859,500 

Estimated  total  state  costs $7,109,500 

Although  a  determination  of  accurate  cost  estimates  can  only  be  ob- 
tained through  detailed  study  of  staffing  needs  and  actual  employee 
participation,  we  believe  these  tentative  cost  estimates  provide  a  reason- 
ably accurate  cost  projection. 

Sincerely, 

A.  Alan  Post 
Legislative  Analyst 

APPENDIX  E 
Office  of  Legislative  Counsel 

SACRAMENTO;,  CALIFORNIA,  Octobcr  10,  1960 

Honorable  Charles  W.  Meyers 
579  Wildwood  Way 

San  Francisco,  California 

Social  Secus-Bty  and  State  Personnel— No.  4788 

Dear  Mr.  Meyers  :  You  have  asked  that  we  review  the  federal  leg- 
islation cited  as  the  "Social  Security  Amendments  of  1960"  (P.L.  778, 
86th  Congress)  and  analyze  the  items  therein  directly  bearing  upon 
the  employment  of  personnel  by  the  State. 

The  Social  Security  Amendments  of  1960  represent  an  extensive 
series  of  revisions  of  many  phases  of  the  federal  social  security  laws. 
The  legislation  affects  matters  ranging  from  unemployment  compen- 
sation, to  the  various  federal-state  public  assistance  programs  and  the 
Old  Age,  Survivors,  and  Disability  Insurance  Programs. 

Insofar  as  the  relationships  between  the  state  government  and  its 
employees  are  concerned,  by  far  the  most  important  of  the  provisions 
of  the  Social  Security  Amendments  of  1960  are  those  dealing  with  the 
subject  of  co-ordination  of  state  and  local  retirement  systems  with 
the  Old  Age,  Survivors,  and  Disability  Insurance  Program.  Authoriza- 
tion to  effect  such  co-ordination  with  retroactive  coverage  has  been 
granted  by  the  amendments.  Closely  following  the  retirement  system 
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co-ordination  amendments  in  overall  importance,  are  various  changes 
made  in  the  eligibility  and  benefit  provisions  of  the  Old  Age,  Survivors, 
and  Disability  Insurance  Program,  since  the  provisions  of  that  legisla- 
tion will  be  applicable  to  individuals  in  any  retirement  system  which 
is  so  co-ordinated. 

We  shall  first  review  the  terms  and  conditions  which  the  amendments 
prescribe  in  the  matter  of  co-ordination  of  state  and  local  retirement 
systems,  and  then  outline  the  important  changes  made  in  the  eligibility 
and  benefit  provisions  of  the  Old  Age,  Survivors,  and  Disability  In- 
surance Program  itself.* 

The  pertinent  federal  law  and  the  1960  amendments  contain  provi- 
sions whose  applicability  is  limited  to  particular  states  or  territories. 
This  analysis  will  be  confined  to  the  provisions  applicable  to  the  situa- 
tion in  California. 

I.  O.A.S.D.I.  Coverage  for  State  and  Local  Governmental  Employees 

A.     Preliminary  Review  of  Existing  Law 

Section  218  of  the  Social  Security  Act  (see  U.S.C.A.,  Title  42,  Sec. 
418)  authorizes  voluntary  agreements  to  be  entered  into  between  the 
individual  states  and  the  federal  government  (specifically,  the  Secre- 
tary of  Health,  Education  and  Welfare)  pursuant  to  which  O.A.S.D.I. 
coverage  may  be  extended  to  state  and  local  governmental  employees 
who  are  otherwise  excepted  from  such  coverage. 

Coverage  of  state  and  local  governmental  employees  who  are  not 
members  of  a  retirement  system  has  been  authorized  under  the  agree- 
ment procedure  since  1950.  Various  amendments  since  that  time  have 
made  further  extension  of  coverage  possible.  Certain  services  cannot 
be  covered  -by  agreement,  including  employees  engaged  in  unemploy- 
ment work  relief  projects,  patients  or  inmates  working  in  hospitals  or 
institutions,  certain  transportation  workers  (for  whom  other  special 
provision  is  made),  and  certain  others.  Coverage  of  certain  other  posi- 
tions or  services  is  made  optional  with  the  states,  including  emergency 
services,  services  in  elective  positions,  services  in  part-time  positions, 
services  in  positions  paid  for  on  a  fee  basis,  services  performed  by  stu- 
dents in  schools  they  are  attending,  and  services  performed  by  agri- 
cultural workers  receiving  annual  wages  of  less  than  $150  from  one 
employer  or  performing  services  for  less  than  20  days  in  a  year.  Cov- 
erage of  firemen  and  policemen  by  agreement  is  authorized,  but  it  is 
required  that  they  be  treated  as  a  separate  coverage  group. 

Section  218  provides  for  two  procedures  by  which  O.A.S.D.I.  cover- 
age may  be  extended  to  state  and  local  governmental  employees. 

The  first  procedure  involves  a  referendum  pursuant  to  which  an 
election  may  be  held  among  the  members  of  a  retirement  system  on 
the  question  of  whether  the  positions  covered  by  the  system  should 
have  social  security  coverage.  If  a  majority  of  the  members  of  the 
system  eligible  to  vote  in  the  referendum  vote  in  favor  of  O.A.S.D.I. 
coverage,  the  coverage  of  the  system  is  effected  with  the  entire  system 
treated  as  a  single  group.  The'  State  is  authorized  to  designate,  prior 
to  holding  of  the  referendum,  certain  classes  of  positions  and  particular 
positions  covered  by  the  system  which  are  to  be  excluded  from  coverage. 

*For  purposes  of  the  analysis  we  shall  utilize  H.R.  No.  12580  of  the  86th  Congress 
(2d  Sess.)  as  printed  and  published  by  order  of  the  Senate  of  the  United  States 
on  August  28,  1960. 
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Where  the  retirement  system  covers  employees  of  two  or  more  institu- 
tions of  higher  learning,  each  may  (if  the  State  desires)  be  treated  as 
a  separate  retirement  system  for  these  purposes.  The  procedures  for 
conducting  the  referendum  and  various  other  matters  are  provided  for 
in  detail. 

The  second  procedure  permits  the  State  to  divide  a  state  or  local 
retirement  system  into  parts  for  purposes  of  O.A. S.D.I,  coverage,  one 
part  to  consist  of  the  positions  of  members  who  desire  coverage,  and 
the  other  to  consist  of  members  who  do  not  desire  coverage.  As  to  the 
part  of  the  sj^stem  comprised  of  members  desiring  coverage,  the  cover- 
age is  effected  under  the  regular  referendum  procedure.  Under  this 
method  of  obtaining  coverage,  all  persons  who  become  members  of  the 
original  retirement  system,  folloAving  the  date  coverage  is  extended  to 
the  part  comprised  of  persons  desiring  it,  must  become  subject  to  cov- 
erage— that  is,  newly  employed  persons  who  become  members  of  the 
retirement  system  as  a  whole,  must  join  the  part  to  which  coverage  is 
extended  after  the  division  of  the  system  for  O.A.S.D.I.  purposes.  The 
federal  law,  again,  authorizes  institutions  of  higher  education  (if  the 
State  desires)  to  be  covered  by  a  single  retirement  system  to  be  treated 
as  separate  whole  retirement  systems  for  the  instant  purpose.  The  per- 
tinent federal  law  spells  out  a  good  deal  of  detail  in  respect  to  this 
"division"  procedure,  and  contains  provisions  relating  to  extension 
of  coverage  and  the  transfer  of  employees  among  the  split  systems,  and 
the  like.  It  should  be  noted  that  no  membership  referendum  is  required 
on  the  basic  question  of  whether  a  retirement  system  is  to  be  divided — 
the  federal  law  leaving  that  decision  to  "the  State."  At  the  time  of  the 
1959  Regular  Session  of  the  Legislature,  the  federal  law  authorized  the 
agreement  entered  into  under  this  procedure  to  afford  retroactive  cov- 
erage of  the  members  of  the  "desirous"  division  of  a  retirement  system 
for  "a  period  to  extend  back  to  December  31,  1955,  provided  the  agree- 
ment was  made  prior  to  1960. 

It  is  the  latter  "division"  procedure  to  which  was  directed  the  most 
recent  California  legislation  in  the  matter  of  co-ordination  of  retire- 
ment systems  with  O.A.S.D.I.  (Stats.  1959,  Chs.  777,  2067,  2068,  2069). 
This  legislation  authorized  the  division  of  the  state  and  local  retirement 
systems  for  purposes  of  Section  218  of  the  Social  Security  Act.  In  re- 
spect to  the  State  Employees'  Retirement  System,  the  Legislature  made 
the  basic  question  of  whether  the  system  should  be  divided,  one  to  be 
determined  by  referendum  among  the  members  (Gov.  C,  Sec.  22152.5). 
This  referendum  requirement  on  the  basic  cpestion  of  division  was  not 
imposed  by  the  Legislature  in  the  case  of  local  school  district  employees, 
the  local  authorities  being  merely  authorized  and  directed  to  proceed 
with  the  division  (Gov.  C,  Sees.  22153,  22154).  The  referendum  held 
among  members  of  the  State  Employees'  Retirement  System  in  the  fall 
of  1959  resulted  in  the  defeat  of  the  basic  proposal  of  division  of  the 
system,  and,  consequently,  no  agreement  for  extension  of  O.A.S.D.I. 
coverage  to  those  members  could  be  consummated  before  the  "prior  to 
1960 ""deadline  date  imposed  by  Section  218  for  purposes  of  retroactive 
coverage. 
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B.  The  1960  Social  Security  Amendments  Pertaining  to  Co-ordination 
of  Retirement  Systems  ivith  O.A. S.D.I. 

The  1960  amendments  authorize  agreements  to  be  entered  into  be- 
tween states  and  the  Secretary  of  Health,  Education  and  Welfare  for 
extension  of  O.A. S.D.I,  coverage  to  state  and  local  governmental  em- 
ployees under  the  "division  of  retirement  system"  procedure  outlined 
above  with  retroactive  coverage  available.  The  amendments  eliminate 
the  existing  time  deadlines  within  Avhich  agreements  must  be  entered 
into  for  retroactive  coverage  purposes,  and  do  not  impose  any  new  time 
deadlines — -such  as  the  "prior  to  1960"  limitation  which  appeared  in 
the  earlier  provisions.  Retroactive  coverage  is  authorized  to  a  date  not 
"earlier  than  the  last  day  of  the  sixth  calendar  year  preceding  the 
year  in  which  the  agreement  or  modification,  as  the  case  may  be,  is 
agreed  to  by  the  Secretary  and  the  State. ' '  This  amounts  to  a  maximum 
of  five  years  of  retroactive  coverage. 

In  addition,  provisions  are  added  to  Section  218,  in  connection  with 
the  procedure  for  blanketing  in  an  entire  retirement  system  by  referen- 
dum (the  first  procedure  outlined  above),  to  be  applicable  to  retire- 
ment systems  which  cover  both  state  employees  and  employees  of  indi- 
vidual political  subdivisions,  or  employees  of  two  or  more  political 
subdivisions,  to  permit  the  particular  segments  of  employees  to  be 
treated  as  separate  retirement  systems  for  retroactive  coverage  date 
purposes.  Thus,  where  that  procedure  for  achieving  co-ordination  is 
utilized,  the  State  may  provide  dilferent  retroactive  coverage  dates  for 
the  employee  segments  of  a  retirement  system. 

The  1960  amendments  of  Section  218  also  provide  that  the  certifica- 
tions concerning  the  conduct  of  referendums,  previously  required  to  be 
executed  by  the  Governor  of  the  State,  may  be  executed  by  an  official 
designated  by  the  Governor. 

The  amendments  permit  municipal  and  county  hospitals  to  be  treated 
as  separate  retirement  system  groups. 

The  extension  of  coverage  to  certain  California  hospital  employees  is 
authorized  by  the  amendments.  They  are  described  in  the  amendments 
as  "any  individual  who,  on  or  after  January  1,  1957,  and  on  or  before 
December  31,  1959,  was  employed  by  such  State  (or  any  political  sub- 
division thereof)  in  any  hospital  employee's  position  which,  on  Septem- 
ber 1,  1954,  was  covered  by  a  retirement  system,  but  which,  prior  to 
1960,  was  removed  from  coverage  by  such  retirement  system."  The 
coverage  of  these  employees  may  be  effected  by  modification,  prior  to 
1962,  of  an  agreement  which  has  been  entered  into  with  the  State  of 
California,  provided  specified  conditions  have  been  met  including  the 
conduct  of  a  referendum  among  them  and  the  payment  by  the  State  of 
prescribed  tax  contributions. 

The  amendments  also  authorize  employees  who  are  transferred  from 
a  noncovered  system  to  a  covered  system  to  continue  to  be  excluded 
from  coverage  under  certain  limited  conditions. 

Finally,  the  amendments  add  extensive  new  provisions  dealing  with 
the  assessment  and  collection  of  tax  contributions  from  the  states,  and 
related  matters.  Since  these  matters  involve  technical  procedures  to  be 
followed  by  state  and  federal  authorities  after  an  agreement  has  been 
entered  into,  rather  than  matters  of  benefits  and  coverage,  we  shall  not 
undertake  to  analyze  them  in  detail.  Generally  speaking,  they  limit  the 
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financial  liability  of  the  State  for  contributions  in  the  case  of  indi- 
viduals who  work  for  more  than  one  state  coverage  group,  place  a 
statute  of  limitations  on  investigations  of  correctness  of  determinations 
of  state  and  local  coverage,  and  provide  for  administrative  and  judicial 
review  of  federal  determinations  affecting  a  state's  liability  for 
contributions. 

il.  Changes  in  O.A.S.D.I.  Eligibility-Benefit  Provisions  Effected  by 
Social  Security  Amendments  of  1960 

We  shall  not  here  undertake  to  summarize  all  of  the  eligibility  and 
benefit  provisions  of  the  Old  Age,  Survivors  and  Disability  Insurance 
provisions  of  Titles  II  (Sees.  201  et  seq.),  and  III  (Sees.  301  et  seq.)  of 
the  Social  Security  Act,*  but  shall  confine  the  analysis  to  changes 
effected  by  the  1960  amendments  and  compare  the  new  law  with  the  old 
in  these  limited  respects. 

A.  The  Retirement  Test 

The  so-called  ' '  retirement  test ' '  provisions  are  revised  so  that  a  bene- 
ficiary under  72  years  of  age  who  is  in  receipt  of  outside  earnings  in 
the  form  of  wages  and  self -employment  income  will  not  incur  reduc- 
tions in  his  benefit  amounts  to  the  extent  prevailing  under  the  former 
law.  Before  enactment  of  the  1960  amendments  one  month's  benefit  was 
deducted  for  each  "80  of  earnings,  or  fraction  thereof,  in  excess  of 
$1,200  a  year.  Under  the  1960  amendments,  if  the  individual  has  out- 
side earnings  exceeding  $1,200,  the  reduction  in  his  benefit  amount  is 
only  one-half  of  the  amount  in  excess  of  $1,200  for  the  first  $300  of 
excess,  and  a  dollar  for  dollar  reduction  for  excess  earnings  beyond  the 
$300  amount. 

Thus,  if  an  individual  earns  $1,500  in  outside  income  during  the 
year,  his  benefit  amount  is  reduced  by  $150  (one  half  of  $300  in  excess 
of  $1,200).  Then,  for  outside  earnings  beyond  $1,500,  there  is  a  dollar- 
for-dollar  reduction  in  his  benefit.  This,  from  the  beneficiary's  point  of 
view,  is  clearly  more  liberal  than  reduction  of  one  month's  benefits  for 
each  $80  of  earnings  in  excess  of  $1,200.  These  amendments  are  effective 
for  years  after  1960.  (See  Sec.  203(e)  of  the  Act— U.S.C.A.,  Title  42, 
Sec.  403(e).) 

B.  The  Insured  Status  Work  Requirement 

Before  enactment  of  the  1960  amendments,  to  be  "fully  insured"  an 
individual  was  required  to  have  one  quarter  of  coverage  (no  matter 
when  required)  under  O.A.S.D.I.  for  each  two  calendar  quarters  elaps- 
ing after  the  year  1950,  or  elapsing  after  the  calendar  quarter  in  which 
the  individual  attained  age  21  (if  that  occurred  after  1950),  and  up  to 
the  beginning  of  the  calendar  quarter  in  which  he  attained  retirement 
age  or  died.  Under  the  1960  amendments  this  requirement  is  reduced 
to  one  quarter  of  such  coverage  for  each  three  quarters  of  such  elapsed 
time. 

Before  the  1960  amendments  persons  who  died  before  September, 
1950,  could  not  be  fully  insured  unless  at  least  one-half  of  the  quarters 
elapsing  after  1936  were  quarters  of  coverage,  except  that  persons  who 
died  after  1939  and  before  September,  1950,  could  meet  the  "fully 
insured"  requirement  with  at  least  six  quarters  of  coverage.  The  1960 

*  See  U.S.C.A.,  Title  42,  Sees.  401  et  seq. 
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amendments  require  merely  six  quarters  of  coverage  for  these  purposes, 
retain  the  provisions  specifving  that  40  quarters  of  coverage  makes  the 
individual  "'fully  insured"*  for  life,  add  special  language  specifying 
that  a  quarter  during  which  an  individual  vras  disabled  shall  not  be 
counted  as  an  elapsed  quarter  for  these  purposes  unless  it  was  a  quarter 
of  coverage,  and  make  other  technical  changes.  The  amendments  are 
made  effective  for  months  after  September,  1960.  (See  Sec.  214(a)  of 
the  Act— U.S.C.A.,  Title  42,  Sec.  44(a).) 

C.  Children's  Benefits 

Benefits  payable  to  children  of  deceased  workers,  which,  prior  to 
the  1960  amendments,  amounted  generally  to  somewhat  less  than  75 
percent  of  the  worker's  benefit  (depending  upon  the  number  of  chil- 
dren), are  set  by  the  amendments  at  75  percent  of  the  worker's  benefit 
for  all  children,  subject  to  the  maximum  limitation  on  familv  benefits. 
(See  Sec.  202  of  act— U.S. C. A.,  Title  42,  Sec.  402.) 

D.  Survivors'  Benefits 

Benefits  are  granted  to  the  survivors  of  an  individual  who  died  prior 
to  1940,  provided  the  individual  had  acquired  six  quarters  of  coverage 
prior  to  death.  (See  Sec.  202  of  act— U.S.C.A.,  Title  42,  Sec.  202.) 

E .  In  valid  Marriages 

Benefits  are  provided  for  a  person  as  the  wife,  husband,  widow  or 
widower  of  an  individual,  despite  a  marriage  which  was  invalid  be- 
cause of  a  technical  legal  impediment,  if  the  parties  went  through  a 
marriage  ceremony  in  good  faith,  and  the  applicant  and  the  insured 
were  living  in  the  same  household  at  the  time  of  death  of  the  insured. 
Benefits  are  also  provided  for  children  or  stepchildren  of  a  couple  whose 
marriage  was  so  invalid.  (See  Sec.  216  of  the  act — U.S.C.A.,  Title  42, 
Sec.  416.) 

F.  Term  of  Marriage 

The  period  of  time  required  for  a  marriage  to  have  existed  for  pur- 
poses of  qualifying  an  individual  to  receive  benefits  as  a  wife,  husband, 
child,  or  stepchild  of  a  retired  or  disabled  person  is  reduced  from  three 
years  to  one  year.  (See  Sec.  216  of  act— U.S.C.A.,  Title  42,  Sec.  416.) 

G.  Parent-Child  Relationship  After  EstaMishment  of  Eligibility 
The  payment  of  the  child's  benefit  is  pennitted  in  the  case  of  a  child 

who  is  born  or  becomes  the  insured's  stepchild  after  the  insured  becomes 
disabled,  or  who  is  adopted  within  two  years  after  the  insured  becomes 
entitled  to  disability  benefits.  In  the  case  of  adoption,  certain  prescribed 
steps  must  have  been  taken  prior  to  the  time  when  the  insured  became 
entitled  to  disability-  insurance  benefits.  Prior  to  the  1960  amendments 
benefit  elisribilitv  of  the  child  could  not  be  established  in  these  circum- 
stances. (See  Sec.  202  of  act— U.S.C.A.,  Title  42,  Sec.  402.) 

H.     Dependent  Child 

The  payment  of  a  child's  benefit  based  upon  the  wage  credits  of  the 
child's  father  is  authorized,  even  though  the  child  is  li^-ing  with  and 
being  supported  by  a  stepfather.  The  1960  amendments  eliminate 
language  specifying  that  a  child  who  was  living  with  and  receiving  more 
than  one-half  of  his  support  from  a  stepfather  is  not  to  be  deemed  a 
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dependent  of  the  father.  (See  Sec.  202  of  act— U.S.C.A.,  Title  42,  Sec. 

402.) 

I.     Disability  Insurance  Age  Limit 

The  1960  amendments  remove  from  the  law  the  provisions  which 
limited  the  payment  of  disability  benefits  to  persons  who  have  attained 
the  age  of  50.  The  result  is  to  afford  disability  benefit  coverage  to  per- 
sons under  the  age  of  50,  and  their  dependents,  on  the  same  basis  as 
such  benefits  were  provided  for  disabled  workers  who  were  from  50  to 
65  years  of  age  and  their  dependents.  (See  Sec.  223  of  act — U.S.C.A., 
Titie42,  Sec.  423.) 
J.     DisaUlity  Trial  Work  Period 

A  disability  insurance  beneficiary  or  a  childhood  disability  insurance 
beneficiary  would  be  allowed  a  trial  work  period  for  the  duration  of 
which  his  disability  benefits  and  the  freeze  of  his  coverage  quarters 
for  the  period  of  disability  would  not  terminate  because  of  performance 
of  such  work.  The  trial  work  period  would  begin  with  the  month  in 
which  he  becomes  entitled  to  disability  insurance  benefits,  or,  in  the 
case  of  the  childhood  beneficiary,  the  month  in  which  he  becomes  en- 
titled to  disability  insurance  benefits  or  attains  the  age  of  18,  if  the 
latter  is  a  later  occurring  event.  The  trial  work  period  ends  on  the 
ninth  month  beginning  on  or  after  the  first  day  of  the  period,  or  upon 
the  sooner  termination  of  the  disability.  The  nine  months  need  not  be 
consecutive  months.  For  the  worker  who  recovers  from  the  disability, 
benefits  would  continue  to  be  paid  him  for  the  following  three  months, 
except  if  he  should  die  or  reach  the  retirement  age  sooner,  in  which  case 
other  benefit  provisions  would  become  applicable.  (See  Sees.  222,  223 
of  act— U.S.C.A.,  Title  42,  Sees.  422,  423.) 

K.     Disability  Insurance  Waiting  Period 

The  six-month  waiting  period  requirement  for  disability  benefit  pur- 
poses is  eliminated  with  respect  to  an  individual  who  becomes  disabled 
within  60  quarters  following  the  termination  of  a  prior  disability.  (See 
Sees.  216,  223  of  act— U.S.C.A.,  Title  42,  Sees.  416,  423.) 
L.  Alternative  Insured  Status  Bequirement  for  Disability  Insurance 
Purposes 

Alternate  insured  status  requirements  have  been  put  into  the  law  by 
the  1960  amendments.  To  be  eligible  for  disability  insurance  benefits 
in  any  month  an  applicant  must  have  quarters  of  coverage  sufficient  to 
have  made  him  fully  insured  if  he  had  attained  retirement  age  and 
filed  application  for  old  age  benefits  on  the  first  day  of  the  month,  and 
he  must  have  at  least  20  quarters  of  coverage  in  the  40-quarter  period 
ending  with  the  quarter  in  which  this  day  occurred  (quarters  included 
in  a  period  of  disability  for  purposes  of  the  "disability  freeze"  and 
which  were  not  otherwise  quarters  of  coverage  are  not  counted  as  part 
of  the  40-quarter  period) . 

The  1960  amendments  provide  an  alternate  requirement  for  those 
who  cannot  meet  these  insured  status  requirements.  The  individual  will 
be  deemed  to  have  met  the  requirements  if  he  has  not  less  than  a  total 
of  20  quarters  of  coverage  and  if  all  quarters  elapsing  after  1950  (there 
must  always  be  at  least  six  such  quarters)  and  up  to  that  quarter  were 
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quarters  of  coverage.   (See  Sees.  216,  223  of  act— U.S.C.A.,  Title  42, 
Sees.  416,  423.) 

III.  Conclusion 

The  above  analysis  constitutes  an  outline  of  the  main  points  of  The 
Social  Security  Amendments  of  1960  which  are  of  interest  in  the  matter 
of  the  employment  of  personnel  by  the  State.  It  should  be  noted  that 
each  of  the  provisions  noted  is  generally  connected  with  a  considerable 
number  of  related  substantive  and  technical  amendments  which  we 
have  not  undertaken  to  analyze.  There  are  also  a  number  of  indepen- 
dent amendments  of  a  technical  nature  which  we  have  not  discussed. 
These  relate  principally  to  matters  of  coverage  periods  and  to  the  finan- 
cial operations  of  the  O.A.S.D.I.  program^  Insofar  as  present  state  em- 
ployees are  concerned,  the  most  important  coverage  provisions  of  the 
1960  amendments  are  those  dealing  with  retroactive  coverage  for  state 
and  local  public  employees  in  connection  with  coordination  of  retire- 
ment systems,  all  of  M'hich  have  been  analj-zed  above.  As  to  the  amend- 
ments dealing  with  financial  operations,  we  shall  note  only  that  they 
do  not  increase  any  social  security  taxes  or  the  social  security  wage  base. 
Very  truly  yours, 

Ralph  N.  Kleps 
Legislative  Counsel 
By  Ernest  H.  Kunzi 
Deputy  Legislative  Counsel 

APPENDIX  F 

POLICY  AND   INVESTMENT   RECOMMENDATIONS   FOR  THE 

FUNDS   OF   THE  CALIFORNIA  STATE   EMPLOYEES' 

RETIREMENT   SYSTEM 

SUMMARY   OF    FINDINGS   AND   RECOMMENDATIONS 

Prepared  hy 

Moody's  Investors  Service 
ill  association  with 

Paul  L.  Howell 

September  15,  1960 

Growth  and  Description  of  California  SERS  Pension  Fund 

The  State  Employees'  Retirement  System  (SERS)  of  California 
was  inaugurated  during  the  depth  of  the  depression— in  1932 — to  en- 
able the  State 's  civil  servants  to  live  in  dignity  after  retirement.  SERS 
now  covers  more  than  225,000  employees  and  distributes  benefits  to 
17,000  retired  or  disabled  members. 

From  the  joint  contributions  of  the  active  members  and  the  State 
and  from  interest  earnings,  a  fund  of  $1.2  billion  (after  the  payment 
of  benefits)  has  been  accumulated  during  the  past  29  years.  The  fund 
is  currently  increasing  at  a  rate  of  $160  million  annually.  With  the 
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growing  population  of  the  Golden  State,  it  is  estimated  that  the  fund 
will  reach  $3  billion  by  1970. 

On  June  30,  1960,  SERS  funds  were  invested,  as  follows: 

Amount 

(millions)  Percentage 

Governmental  securities 

U.S.  Government  Bonds $301  25% 

Municipals    (domestic)    110  9 

Canadian  bonds 62  5 

Corporate  securities 

Public  utility  bonds 494  41 

R.R.  equipment  trust  certificates 97  8 

Industrial  bonds 136  12 

Total $1,200  100% 

For  the  fiscal  year  ending  June  30,  1960,  the  fund  earned  3.72  per- 
cent on  total  net  accumulated  contributions  (before  deducting  admin- 
istrative expenses  of  .07  percent). 

Suitable  Investment  of  Puhlic  Pension  Funds 

Moneys  collected  from  joint  contributions  and  destined  for  retirement 
purposes  have  objectives  entirely  different  from  other  accumulations  of 
public  treasury  funds.  Consequently,  management  of  such  pension 
funds  should  be  carefully  directed  toward  their  special  requirements. 
In  essence,  state  pension  funds : 

1.  Are  long-term  in  nature ; 

2.  Are  growing  rapidly ; 

3.  Do  not  require  liquidity ; 

4.  Are  not  subject  to  catastrophic  hazards ;  and, 

5.  Are  tax-exempt. 

This  complex  of  protective  factors  give  state  pension  systems  a 
unique  opportunit}^  of  maximizing  benefits  by  taking  advantage  of  the 
great  variety  of  productive  investments  available  in  the  American 
economy.  Income  is  most  important  but  capital  appreciation  can  also 
be  stressed. 

Corporate  bonds,  common  stocks  and  real  estate  mortgage  loans 
represent  securities  meeting  the  objectives  of  pension  fund  investment. 
Since  the  turn  of  the  century,  holders  of  common  stocks  have  received 
increasing  dividends  as  the  nation's  economy  has  expanded.  A  forceful 
example  of  the  importance  of  this  trend  is  presented  by  the  action  of 
Moody's  125  industrial  stock  average  during  the  past  20  years.  An 
investment  made  in  1940  yielded  just  over  5  percent  on  a  dividend 
of  $1.67.  By  the  end  of  1959  dividends  had  increased  to  $5.81  to  pro- 
vide a  return  of  more  than  18  percent  on  the  1940  cost  of  $31.76.  This 
growth  is  of  enormous  importance  in  long-term  pension  funds  where 
an  increase  of  1  percent  (from  2.5  percent  to  3.5  percent)  in  the  earn- 
ings rate  would  enable  benefits  to  be  increased  about  25  percent. 

In  addition,  common  stocks  have  a  long  history  of  appreciation  of 
their  market  value  while  fixed  income  securities  have  failed  to  meet 
the  challenge  of  declining  purchasing  power.  The  Cowles  Commission 
study,  extended  to  date,  shows  that  during  the  past  80  years  a  com- 
prehensive group  of  common  stocks  have  averaged  a  rise  in  value  of 
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about  3  percent  a  year  or  almost  1,000  percent.  Similarly,  an  invest- 
ment made  in  Moody's  125  industrial  stock  average  at  $31.76  in  1940 
had  appreciated  by  1959  to  $186.26,  a  gain  of  480  percent.  This  record 
of  stocks  as  a  hedge  against  postretirement  increases  in  the  cost  of 
living  strongly  suggests  their  inclusion  in  a  well-balanced  pension 
portfolio. 

Because  common  stocks  have  been  misused  by  some  individuals  who 
failed  to  heed  elementary  rules  of  sound  fiscal  management  by  speculat- 
ing on  thin  margins  and  failing  to  investigate,  should  not  condemn 
their  purchase  by  pension  funds.  With  a  proper  staff  (direct  or  in- 
direct) the  managers  of  state  pension  funds  can  make  selections  from 
the  whole  gamut  of  American  industry.  They  can  watch  the  constantly 
changing  conditions  and  take  advantagevof  them  through  prompt  in- 
vesting and  reinvesting.  A  well-selected  portfolio  managed  in  this  fash- 
ion should  provide  protection  against  inflation  and  render  handsome 
returns  to  the  long-term  fund  with  little  need  for  liquidity.  Common 
stocks  are  already  found  in  the  pension  portfolios  of  many  private 
corporations  and  some  public  bodies. 

Similarly,  secured  real  estate  loans  should  be  acquired  since  they 
provide  both  safety  of  principal  and  returns  superior  to  those  of  bonds. 
Certain  classes  of  mortgage  loans  have  the  added  protection  of  federal 
government  backing.  Real  estate  loans  made  in  California  would  be 
even  more  profitable  since  mortgage  money  is  in  short  supply  because 
of  the  explosive  population  growth  and  heavy  construction.  Interest 
rates  on  home  loans  in  California  are  the  highest  in  the  nation. 

Major  Investment  Policy  Recommendations 

Hedged  by  constitutional  and  legislative  restrictions,  the  prudent 
managers  of  the  SERS  funds  have  developed  a  conservative  portfolio 
which  it  is  recommended  should  be  adjusted,  without  negating  pru- 
dence, to  provide  a  better  net  investment  result  on  a  long-term  basis. 

Assuming  the  appropriate  legal  adjustments,  the  report  recommends 
changes  to  effect  the  following : 

1.  The  gradual  accumulation  of  common  stock  equities  to  aggregate, 
ultimately,  25  percent  of  SERS's  total  assets; 

2.  The  development  of  a  real  estate  mortgage  inventory,  ranging 
from  20  percent  to  25  percent  of  total  funds ;  and, 

3.  The  gradual  replacement  of  government  bonds  now  held  by  cor- 
porate bonds. 

The  acquisition  of  common  stocks  and  mortgages  should  ultimately 
result  in  achieving  a  higher  net  productivity  of  the  fund,  and,  at  the 
same  time  retain  fundamental  long-term  soundness. 

The  report  presents  various  standards  and  recommendations  neces- 
sary for  the  maintenance  of  the  high-grade  position  of  SERS. 

Meeting  Postretirement  Increases  in  the  Cost  of  Living 

Standards  of  living  based  on  pensions  related  to  salary  at  the  time 
of  retirement  have  been  severely  impaired  by  subsequent  rises  in  the 
cost  of  living.  The  best  protection  is  a  dynamic  investment  policy  to 
make  the  assets  as  productive  as  possible.  To  that  end  a  conservative 
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program  of  common  stock  purchases  has  been  recommended.  But  fixed- 
payment  guarantees  must,  by  their  very  nature,  be  so  conservative  that 
the  benefits  of  a  more  vigorous  investment  program  are  lost. 

Many  of  the  present  members  may  feel  that  this  is  insufficient  pro- 
tection against  inflation.  Consequently,  it  is  recommended  that  an 
optional  variable  annuity  program  be  instituted  to  permit  additional 
investment  in  common  stock.  At  the  option  of  the  voluntarily  partici- 
pating member  50  percent,  75  percent  or  even  100  percent  of  his  own 
current  contribution  could  be  channeled  into  a  variable  annuity  ac- 
cumulation account. 

Upon  retirement,  these  participants  would  receive  a  monthly  income 
varying  with  the  value  of  the  underlying  diversified  common  stock 
portfolio,  as  well  as  with  the  other  factors  now  controlling  pensions. 
This  program  should  accumulate  a  larger  sum  by  time  of  retirement 
and  provide  an  average  return  larger  than  fixed  income  accumulations. 

The  variable  annuity  program  of  the  College  Retirement  Equities 
Fund  (CREF),  sponsored  by  Teachers  Insurance  &  Annuity  Associa- 
tion (TIAA),  has  been  very  successful  and  now  has  61,000  voluntary 
participants.  Wisconsin  State  Employees'  Retirement  System,  the 
Tennessee  Valley  Authority  and  a  number  of  industrial  corporations 
have  followed  CREF 's  pioneer  program. 

This  is  a  synopsis  of  a  detailed  report  on  the  investment  policies  of  California 

SER8  prepared  by  Moody's  Investors  Service  in  association  ivith  Paul  L. 

Howell,  a  financial  and  pension  consultant,  dated,  September  15,  1960. 
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DEDICATION  TO 
SETH  JOHNSON 

On  July  16,  1959,  California  lost  a  most  dedicated  puUic 
servant  who  will  live  on  in  our  minds  and  in  our  hearts 
and  in  the  hearts  of  all  those  he  helped  and  whose  burdens 
are  a  little  lighter  because  of  him. 

This  is  the  true  measure  of  success.  Measured  by  that 
yardstick,  Seth  was  a  most  successful  man. 

The  Legislature  and  this  committee  are  lonelier  places 
without  him.  We  who  knew  him  a7id  worked  ivith  him  will 
always  remember  his  earliest  devotion  to  the  task  at  hand 
and  the  problems  to  be  solved. 

Above  all,  we  will  cherish  forever  his  devotion  to  his 
fellow  man. 
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Gentlemen:  In  accordance  with  the  provisions  of  House  Resolu- 
tion No.  326  of  the  1959  General  Session,  your  committee  has  investi- 
gated various  aspects  of  transportation  and  commerce  in  California  and 
herewith  submits  the  final  report  of  its  activities  during  the  interim 
following  the  close  of  the  1959  Session. 

Contained  herein  are  narratives  of  the  committee's  hearings,  reviews 
of  testimony  received  at  those  hearings  and  committee  findings  and 
recommendations. 
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Charles  W.  Meyers 
Nicholas  Petris 
W.  Byron  Rumford 
Chet  E.  Wolfrum 


(5) 


2_L-2026 


(Assembly  Journal,  June  18,  1959,  page  5161}) 

HOUSE  RESOLUTION  No.  326 

Relative  to  constituting  certain  standing  committees  of  the  Assembly 
as  interim  committees 

Resolved  hij  the  AssemUy  of  the  State  of  California,  As  follows : 

1.  The  following  standing  committees  of  the  Assembly  are  hereby 
constituted  Assembly  interim  committees  and  are  authorized  and  di- 
rected to  ascertain,  study  and  analyze  all  facts  relating  to  (1)  the  sub- 
iects  and  matters  assigned  to  them  by  this  resolution;  (2)  any  subjects 
or  matters  referred  to  them  by  the  Assembly;  (3)  any  subjects  or 
matters  related  to  (1)  or  (2)  which  the  Committee  on  RiUes  shall 
assign  to  them  upon  request  of  the  Assembly  or  upon  its  own  initiative : 

(v)  The  Committee  on  Transportation  and  Commerce  is  assigned 
the  subject  matter  of  the  Vehicle  Code,  the  Streets  and  Highways  Code, 
uncodified  laws  relating  thereto,  and  other  matters  relating  to  trans- 
portation and  commerce. 

2.  Each  of  the  above  committees  shall  consist  of  the  members  of  the 
Assembly  Standing  Committee  on  the  same  subject  for  the  1959  Regu- 
lar Session.  The  chairman  and  vice  chairman  shall  be  the  chairman  and 
vice  chairman  of  the  standing  committee.  Vacancies  occurring  in  the 
membership  of  the  committee  shall  be  filled  by  the  appointing  power. 

3.  Each  committee  is  authorized  to  act  during  this  session  of  the 
Le"-islature,  including  any  recess,  and  after  final  adjournment  until 
the"  commencement  of  the  1961  Regular  Session,  with  authority  to  file 
its  final  report  not  later  than  the  fifth  calendar  day  of  that  session. 
All  reports  shall  be  printed  out  of  the  funds  allocated  to  said  commit- 
tee and  shall  be  in  the  form  prescribed  by  the  Rules  of  the  Assembly 
and  the  Committee  on  Rules. 

4.  Each  committee  and  its  members  shall  have  and  exercise  all  the 
rights,  duties  and  powers  conferred  upon  investigating  committees  and 
th^eir  members  by  the  provisions  of  the  Joint  Rules  of  the  Senate  and 
Assembly  and  of  the  Standing  Rules  of  the  Assembly  as  they  are 
adopted  and  amended  from  time  to  time  at  this  session,  which  provi- 
sions are  incorporated  herein  and  made  applicable  to  this  committee 
and  its  members. 

5.  Each  committee  has  the  following  additional  powers  and  duties: 

(a)  To  contract  with  such  other  agencies,  public  or  private,  as  it 
deems  necessary  for  the  rendition  and  affording  of  such  services,  facili- 
ties, studies  and  reports  to  the  committee  as  will  best  assist  it  to  carry 
out'the  purposes  for  which  it  is  created. 

(b)  To  cooperate  with  and  secure  the  cooperation  of  county,  city, 
city  and  county,  and  other  local  law  enforcement  agencies  in  investi- 
gating any  matter  within  the  scope  of  this  resolution  and  to  direct  the 
sheriff  of  any  county  to  serve  subpoenas,  orders  and  other  process 
issued  by  the  committee.  _  . 

(c)  To  report  its  findings  and  recommendations  to  the  Legislature 
and  to  the  people  from  time  to  time  and  at  any  time,  not  later  than 
herein  provided. 
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J^\  T''n'^°  ^"7  ^""^  ^^^  °*^®^  ^^^^^^  necessary  or  convenient  to  en- 
able It  tully  and  adequately  to  exercise  its  powers,  perform  its  duties 
and  accomplish  the  objects  and  purposes  of  this  resolution. 

6.  No  subcommittee  chairman  shall  be  appointed  by  the  chairman 
ot  any  interim  committee  or  otherwise  except  upon  prior  written  con- 
sent ot  the  Committee  on  Rules  or  the  Speaker. 

7.  No  consultants,  staff  members,  or  other  employees  may  be  em- 
^iTi,  ^^  ^""^  interim  committee  except  upon  prior  written  approval 
of  the  Committee  on  Rules. 

8.  No  contracts  for  goods  or  services  or  otherwise  may  be  negotiated 
or  entered  into  by  any  interim  committee  without  the  prior  written 
approval  of  the  Committee  on  Rules.  , 

^-^^^T.^^^"^^**^^  ^"^  ^"^y  member  or  employee  thereof  may  travel 
outside  the  btate  on  committee  business  without  the  prior  written  con- 
sent of  the  Committee  on  Rules  or  the  Speaker  in  each  case. 

10.  Within  30  days  after  the  adoption  of  this  resolution,  each  interim 
committee  shall  file  with  the  Rules  Committee  a  proposed  work  schedule 
program  report  setting  forth  the  specific  matters  it  is  contemplated 
the  committee  shall  study  and  report  upon,  which  program  may  be  sup- 
plemented from  time  to  time,  and  which  report  shall  also  contain  the 
personnel  or  staff  needed  for  said  committee  and  the  estimated  expenses 
of  said  committee  for  the  period  June  19,  1959  to  March  19,  I960. 

11.  In  order  to  prevent  duplication  and  overlapping '  of  interim 
studies  between  the  various  interim  committees  herein  created  no  com- 
mittee shall  commence  the  study  of  any  subject  or  matter  not  specifi- 
cally authorized  herein  or  assigned  to  it  unless  and  until  prior  written 
approval  thereof  has  been  obtained  from  the  Committee  on  Rules  or 
the  Speaker. 

12.  Each  interim  committee  shall  file  with  the  Assembly  a  brief  gen- 
eral preliminary  or  progress  report  of  its  activities  on  or  before  the 
twentieth  calendar  day  of  the  1960  Budget  Session  of  the  Legislature. 

13.  Each  interim  committee  shall  file  its  final  report  with  the  Assem- 
bly on  or  before  the  fiftli  calendar  day  of  the  1961  Regular  Session  of 
the  Legislature. 

14  The  sum  of  four  hundred  fifty  thousand  dollars  ($450,000)  or  so 
much  thereof  as  may  be  necessary  is  hereby  made  available  from  the 
Contingent  Fund  of  the  Assembly  for  the  expenses  of  the  above  com- 
mittees and  their  members  and  for  any  charges,  expenses  or  claims 
they  may  incur  under  this  resolution.  The  Committee  on  Rules  shall 
allocate  from  the  above  sum  to  each  committee  created  by  this  resolu- 
tion such  amount  as  the  Committee  on  Rules  from  time  to  time  deems 
appropriate  and  sufficient  to  carry  out  the  duties  assigned  to  each 
such  committee.  After  allocations  have  been  made  by  the  Committee  on 
Rules  to  a  committee  pursuant  to  this  resolution,  the  Committee  on 
Rules  shall  not  thereafter  reduce  or  revert  any  funds  or  portions  thereof 
so  allocated.  The  original  amount  so  allocated  shall  be  for  expenses 
for  the  period  June  20,  1959,  to  March  20,  1960.  Funds  not  to  exceed 
the  amount  so  allocated  shall  be  paid  from  the  said  Contingent  Fund 
and  disbursed,  after  certification  by  the  Chairman  of  the  respective 
committees,  upon  warrants  drawn  by  the  State  Controller  upon  the 
State  Treasurer. 


PREFACE 

During  the  1959-1961  interim,  the  committee  undertook  a  program 
of  investigation  designed  to  provide  a  sound  basis  for  legislative  pro- 
posals for  the  continued  improvement  of  various  aspects  of  California's 
motor  vehicle  problems. 

Toward  these  ends,  the  committee  held  15  days  of  hearings  on  sub- 
ject matters  covered  in  this  report  and  met  jointly  with  the  Senate 
Transportation  and  Public  Utilities  Committee  on  two  occasions.  Addi- 
tionally, seven  days  of  hearings  were  devoted  to  the  subject  matter  of 
House' Resolution  381,  covered  in  another  report  issued  as  a  separate 
document. 

In  the  course  of  its  hearings,  the  committee  received  an  abundance 
of  useful  testimony  and  many  helpful  suggestions  on  a  wide  range  of 
subjects.  What  follows  in  the  test  of  this  report  are  excerpts  of  testi- 
mony presented  at  those  hearings  and  the  committee  findings  and 
recommendations  based  on  that  testimony. 

No  subcommittees  were  appointed  during  the  interim  but  the  com- 
mittee was  ably  assisted  by  three  advisory  committees  consisting  of  citi- 
zens prominent  in  vehicular  traffic  work,  whose  reports  and  recom- 
mendations appear  as  Part  II,  A,  B  and  C  of  this  report.  _    _ 

The  committee  wishes  to  express  its  sincere  appreciation  to  William 
F.  Scheuermann,  Jr.,  for  an  excellent  job  of  compiling  and  writing 
this  report  in  the  very  short  time  available. 
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BACKGROUND  INFORMATION  CONCERNING  THE 
NEED  FOR  A  FACTUAL  STUDY  OF  OWNERSHIP, 
OPERATION  AND  USE  OF  MOTOR  VEHICLES  ' 

oo?^}-^'-  1^^^  ^''^^  '■^P'"''*  ^'^  *^®  ^*^^^^y  authorized  by  House  Resolution 
381  (Backstrand— 1959)  appears  as  Vol.  3,  No.  7,  of  the  1959-61  report 
series.  We  are,  however,  including  here  a  brief  statement  on  the  pur- 
pose and  need  for  the  study. 

At  the  close  of  World  War  II  our  highway  plant  was  in  a  desperate 
situation.  Construction  bogged  down  during  the  war,  and  our  roads 
were  completely  inadequate  to  cope  with  more  cars,  more  consumer 
goods  to  be  moved,  and  a  public  which  was  demanding  more  capacity, 
and  still  more  capacity,  to  accommodate  the  ever-increasing  traffic 
volumes. 

It  was  then  that  California  turned  to  long-range  and  statewide 
factual  surveys  of  physical  needs  on  which  to  base  programs  of  im- 
provement. Physical  needs  were  measured,  a  system  of  '' deficiencies" 
was  set  up,  and  priorities  were  established  according  to  the  urgency 
of  need;  and  the  problem  of  providing  the  means  to  accomplish  what 
had  to  be  done  was  resolved  by  legislative  action.  There  was  great 
consternation  among  the  general  public  when  increased  gasoline  taxes 
were  first  proposed  to  provide  the  wherewithal  for  this  major  highway 
construction  program,  but  there  has  been  little  or  no  objection  since. 
Our  citizens  have  discovered  the  joys  and  the  benefits  of  their  state- 
wide highway  network— as  a  matter  of  fact,  in  1959  the  Legislature 
approved  a  10.5  billion  dollar  program  of  construction  to  provide  for 
projected  needs  up  to  1980,  one  of  the  most  mammoth  public  works 
programs  ever  passed. 

But  the  responsibility  of  state  government  obviously  does  not  end 
with  the  construction  of  a  new  road.  It  must  be  operated  efficiently 
and  safely. 

Inefficiency  is  very  expensive. 

When  we  better  understand  the  relationship  of  attitude  to  driving 
we  will  save  accidents,  lives  and  dollars.  But  there  still  remain  all  the 
innumerable  functions  of  the  departments  and  divisions  of  state  gov- 
ernment which  pertain  to  the  use,  ownership  and  operation  of  motor 
vehicles  on  our  streets  and  highways.  These  are  major  functions  of  state 
government. 

^  But  how  well  have  we  been  doing  ?  The  purpose  of  House  Resolu- 
tion 381,  introduced  by  Chairman  Backstrand  during  the  1959  Session, 
was  to  find  out.  A  long-range,  orderly  program  for  remedial  legislation 
to  take  care  of  the  problems  of  motor  vehicle  ownership  and  use  has 
never  been  undertaken  in  the  State  of  California.  Proof  of  the  need  for 
such  a  study  was  brought  to  Mr.  Backstrand 's  attention  during  the 
past  four  years  while  serving  as  a  member  of  the  President's  Com- 
mittee on  Traffic  Safety. 
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TRANSPORTATION  AND  COMMERCE  H 

This  interim  committee  was  directed  to  make  the  study  so  that  the 
Legislature  could,  upon  possession  of  facts,  ^^e^^^^f^/^^J^f  ,f ^y.^^^I 
bilitv  in  providing  funds  and  authority  to  responsible  officials  so  that 
use  of  str^eets  now  built  or  being  built  will  adequately  serve  the  needs 
of  the  people  efficiently  and  safely,  both  for  t^e  present  and  m  the 
future.  This  study  has  been  under  way  since  the  close  of  the  1959 

^^Three  departments  of  state  government  with  responsibilities  in  motor 
vehicle  use  and  ownership  were  requested  to  review  the  subject  matter 
:  House  Resolution  381  and  to  suggest  the  scope  of  studies  which  cou^d 
be  expected  to  produce  beneficial  results.  These  were  the  California 
Highway  Patroi:  the  Department  of  Motor  Vehicles,  and  the  Division 

"^riforo^gh,  critical  examination  of  each  of  these  functions  of  state 
government's'  obviously  a  huge  and  complex  task.  To  insure  orderly 
procedures,  the  committee  developed  a  three-stage  study  program  as 

^'inThe  first  stage,  an  inventory  was  needed  of  all  of  the  Actions  of 
the  three  departments  most  closely  connected  with  these  matters.  This 
step  involved  the  assemblage  of  all  available  information  eoncermng 
the  Mstory  and  present  status  of  every  important  activity  m  each  of 
he  fuSns  beSig  studied.  This  has  produced  -^^^^l^^Z^^ 
of  every  factor  bearing  on  each  subject,  including  t^^e  legal  authority 
on  which  it  is  based,  the  size  of  the  job,  and  factual  data  on  admmis- 

''t:S^^X^  after.all  pertinent  facts  ^^ave^been  ga«i 
ered   consists  of  a  detailed  analysis  of  each  activity.  Is  the  ±unction 
being  performed  adequately?   Is  the  legal  authority  ckar  and  ^ 
cient  ?  What  steps  can  be  taken  to  clarify  the  function  ?  What  are  tore 
seeable  future  demands,   and  how  can  they  be  met  m  an  orderly, 

^^TlfthrXge  and  ultimate  goal  of  the  study  -in^^^the  form^^^^^^^ 
tion  of  a  long-range  program  based  upon  anlysis  of  facts,  m  order  to 
develop  a  ?aftual  bJep  Jnt  of  immediate  and  .long-term  requirements 
as  a  basic  ffuide  for  sound  legislative  and  administrative  action. 
'^^erL'luSon  directed  the  Chairman  of  the   Transpor ta^on  a^.d 
Commerce  Committee  to  appoint  an  ^djisory  council   Th^jun^^^^^ 
been  appointed  and  includes  representatives  of  city  and  c«^"^ty  govern 
ment,  aStomobile  clubs,  women's  organizations,  organized  labor,  safety 
organizations  oil  companies,  State  Chamber  of  Commerce,  and  entorce- 
S  orgSations.  T^he  committee  would  like  to  e-press  its  apprec^ 
tion  to  those  people  who  have  so  readily  agreed  to  8^^  their  time 
assist  the  committee  and  the  departments  m  t^i^  i^rtant  ^^^^^^^^^^ 

The  committee  has  received  the  full  cooperation  of  the  Department 
of  Motor  Vehicles,  the  California  Highway  Patrol,  and  the  Division  of 
Highways  After  many  man  hours  of  research  and  internal  study,  eacn 
submrtted  an  outline  of  those  functions  in  its  administrative  area  which 
TerSfned  to  the  operational  aspect  of  ^^^f  ^  transportat^^^^^^  The 
facts  gathered  will  have  many  potentials  of  use,  not  only  for  the  pur 
poses  of  this  study,  but  for  public  relations  and  information. 
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The  HR  381  study  is  a  complex  problem,  and  in  many  respects  a  lot 
more  so  than  the  delineation  of  highway  deficiencies  Ld  projecting 
tnem— there  we  are  deabng  with  engineering  factors 

in  this  study  we  are  pioneering  the  field  of  the  driver— the  owner  and 
operator  of  vehicles  on  the  road. 

The  first  stage  of  this  study— the  fact-gathering— has  been  completed 
Attention  should  he  called  to  this  committee's  recommendation,  in- 
cluaed  %n  Vol.  3,  No.  7  of  the  current  report  series,  that  the  factual 
study  of  ownership,  operation  and  use  of  motor  vehicles  he  continued 
m  accordance  with  the  plan  that  has  heen  developed  and  initiated 


PART  I 

SUBJECTS  OF   INVESTIGATIONS  AND  FINDINGS 

A.  VARIOUS  FISCAL  ASPECTS  OF  TRANSPORTATION  AND 
COMMERCE  IN  CALIFORNIA 
(1)  Exemption  From  Registration  of  Special  Types  of  Vehicles 
The  law,  ihe  perennial  problem  and  the  future 

The  general  problem  of  exemption  of  special  types  of  vehicles  from 
registration  lias  confronted  California  farmers,  industry,  the  Depart- 
ment of  Motor  Vehicles  and  the  Legislature  for  many  years.  It  is  a 
perennial  problem.  And  practically  every  session  of  the  Legislature  in 
recent  years  has  been  asked  to  add  one  or  more  items  to  the  exempt  list, 
especially  as  it  pertains  to  implements  of  husbandry. 

The  law  as  currently  embodied  in  the  California  Vehicle  Code  is 
found  in  Sections  345,  350  and  4007.  Section  845  in  part  defines  an 
implement  of  husbandry  as  a  "vehicle  Avhich  is  used  exclusively  m  the 
conduct  of  agricultural  operations"  and  "does  not  include  a  vehicle 
which  is  designed  primarily  for  the  transportation  of  persons  or  prop- 
erty on  a  higliway  unless  specifically  designated  as  such  by  some  other 
provisions"  of  the  code. 

Section  4007  provides  that  ' '  implements  of  husbandry  which  are  only 
incidentally  operated  or  moved  over  a  highway  and  implements  of  hus- 
bandry listed  in  Section  350  are  exempt  from  registration."  Section 
350  lists  specific  types  of  equipment,  but  states  that  "implements  of 
husbandry  includes,  but  is  not  limited  to"  the  14  examples  therein 
enumerated. 

The  original  intent  of  exempting  implements  of  husbandry  from 
registration  was  limited  to  agricultural  equipment  that  tilled  the  soil ; 
but  through  the  years,  that  concept  has  been  expanded  to  include  equip- 
ment transporting  goods  and  property  over  the  highway  from  field  to 
plant.  There  has  been  no  end  to  applications  for  exemption,  and  each 
succeeding  Legislature  has  granted  exemptions  in  piecemeal  fashion. 

The  result  has  been  a  lack  of  consistent  and  definite  legislation.  Ad- 
ditionally, the  distinction  between  implements  of  husbandry  and  ve- 
hicles subject  to  registration  has  not  clearly  been  defined  in  all  areas. 

The  philosophy  of  vehicle  registration,  as  expressed  by  the  Depart- 
ment of  Motor  Vehicles,  is  based  upon  two  factors.  The  first  is  to  pro- 
vide the  owner  with  protection,  and  includes  the  antitheft  features  of 
the  law  as  it  relates  to  vehicles.  The  second  is  to  secure  the  privilege  of 
using  the  highway.  And  while  original  legislative  intent  in  the  registra- 
tion field  held  that  the  fee  should  be  commensurate  with  the  cost  of 
administration,  the  development  of  that  legislative  intent  has  brought 
in  and  established  the  idea  of  using  registration  fees  to  augment  high- 
way user  tax  money. 
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The  philosophy  of  exemption  is  more  elusive  and  less  easy  to  classify, 
especially  in  its  later  developments  and  refinements.  In  addition  to  the 
general  area  of  implements  of  husbandry,  there  currently  exist  exemp- 
tions in  several  fields  including  special  highway  construction  equipment 
cemetery  vehicles,  fork  lifts,  and  such  special  non  self-propelled,  non 
load-carrying  mobile  equipment  as  oilwell  drilling  rigs. 

It  is  perfectly  apparent  to  the  committee  members  that  with  future 
advancements  in  agricultural  science  and  farm  operations,  as  well  as 
nnprovements  in  industrial  management  and  operations  throughout 
the  State,  more  and  more  vehicles  will  be  coming  before  the  Legislature 
for  exemption  from  or  a  reduction  in  registration  fees.  Peculiarities 
reflected  in  current  agricultural  exemptions  certainly  must  exist  in 
other  industries,  and  the  Legislature  can  logically  and  naturally  expect 
those  industries  to  apply  for  exemptions  on  newly-developed  equipment 
that  seems  to  qualify  under  current  exempt  categories. 

Committee  hearings 

During  the  1959-1961  interim  study  period,  the  committee  was  as- 
signed the  subject  matters  of  Senate  Concurrent  Resolution  60  (Beard 
—1959  Session)  and  Assembly  Bill  52  (Sam  Geddes— 1960  1st  Ex. 
Session). 

The  committee  devoted  the  entire  morning  session  of  its  July  26, 
1960,  meeting  in  San  Diego  to  the  subject  matter  of  S.C.E.  60,  and  the 
entire  morning  session  of  its  August  8,  1960,  meeting  in  Sacramento  to 
the  subject  matter  of  A.B.  52. 

While  testimony  received  at  the  San  Diego  hearing  was  specifically 
concerned  with  the  possible  exemption  from  registration  of  vegetable 
utility  trailers,  and  discussion  during  the  Sacramento  hearing  specifi- 
cally considered  the  possible  exemption  of  gondola-type  grape  tractors, 
theentire  subject  matter  of  exemption  of  special  types  of  vehicles  from 
registration  was  discussed  at  both  meetings  and  will  be  included  in  this 
section  of  the  committee 's  report. 

Vegetable  utility  trailers 

These  four-wheel  trailers,  consisting  of  frames  with  two  or  four 
runners  on  a  transverse  axis,  are  pulled  by  tractors  up  and  down  the 
vegetable  rows  in  the  fields.  Caster-mounted  baskets  roll  on  the  runners 
and  are  filled  with  produce  in  the  field.  The  trailers,  generally  carrying 
four  baskets,  probably  do  not  weigh  over  5,000  pounds  when  laden  and 
are  taken  from  the  field  to  processing  plants  or  packing  sheds  where  the 
baskets  are  removed. 

Testimony  indicated  that  the  mileage  traveled  by  the  vegetable 
utility  trailers  was  dependent  upon  the  location  of  the  shed  or  plant, 
and  their  frequency  of  use  dependent  upon  the  crop.  When  the  crop  is 
being  harvested,  the  assertion  is  that  the  trailers  spend  approximately 
90  percent  of  the  time  in  the  field  and  the  rest  of  the  time  in  transport- 
ing vegetables  in  bulk  to  plant  or  shed.  Growers  using  such  trailers  also 
testified  that  there  was  no  other  conceivable  use  for  the  trailers  without 
a  solid  bed,  and  that  although  the  use  of  such  trailers  was  seasonal, 
insurance  covering  their  operation  is  usually  an  automatic  inclusion  in 
the  grower's  comprehensive  policy. 
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Growers  and  their  representative  associations  requesting  that  vege- 
table utility  trailers  be  exempt  from  registration  feel  that  highway  use 
by  the  trailers  is  incidental  to  their  designed  use  and  comprises  a  very 
small  part  of  their  operation.  Trailer  owners  and  users,  therefore,  are  of 
the  opinion  that  an  inequitable  situation  exists  wherein  registration  fees 
charged  vegetable  utility  trailers  are  the  same  as  charged  for  a  vehicle 
of  similar  weight  and  value  that  is  constantly  on  public  roads. 

Gondola-iype  grape  tractors 

These  gondolas  are  metal  containers  usually  of  about  two-ton  ca- 
pacity, having  an  approximate  500  pound  tare  weight  that  is  increased 
to  about  4,500  pounds  when  loaded  with  grapes.  The  tank  is  either  of 
the  dump  type  or  removable,  frame-mounted  on  two  rubber-tired  wheels 
and  pulled  between  the  vines  by  rubber-tired  tractors.  Grapes  are 
picked  from  the  vines,  placed  in  the  gondola  and  then  transported  from 
vineyard  to  winery.  The  filled  gondola  is  either  pulled  to  the  winery  by 
tractor  or  truck  or  it  can  be  removed  from  its  chassis  and  placed  upon  a 
truck  for  transportation. 

Testimony  indicated  that  the  mileage  traveled  by  the  gondola-type 
grape  tractors  was  small  and  their  frequency  of  use  was  limited  to  a 
very  few  weeks  of  the  year.  Growers  using  this  equipment  also  testified 
that  it  has  no  use  other  than  for  grapes,  and  although  gondola-type 
equipment  is  a  fairly  recent  innovation  in  the  grape  industry,  its  use 
will  increase  because  it  means  increased  efficiency  due  not  only  to  labor 
saving  and  sanitary  factors,  but  also  to  a  reasonably  prompter  delivery 
of  the  bulk  product  as  could  be  realized  by  using  picking  boxes.  Han- 
dling of  the  grapes  is  reduced  to  a  minimum  because  of  the  elimination 
of  the  picking  boxes  since  the  grapes  as  picked  are  placed  directly  into 
the  gondolas  and  are  not  handled  further  until  dumped  into  crusher 
troughs  at  the  winery. 

As  w^as  the  case  with  vegetable  utility  trailers,  grape  growers  and 
their  representatives  requesting  that  gondola-type  grape_  tractors  be 
exempt  from  registration  feel  that  the  use  and  design  of  this  equipment 
qualifies  it  for  exemption  under  the  currently  applied  definition. 

It  should  be  pointed  out  that  Assembly  Bill  52  was  introduced  be- 
cause of  the  legal  implication  that  Section  345  of  the  Vehicle  Code  does 
not  permit  exemption  of  grape  gondolas  and  the  specific  provision  had 
to  be  made  in  Section  350  that  grape  gondolas  are  exempt,  if  indeed 
they  are  to  be  exempted.  It  is  assumed  that  the  same  reasoning  would 
hold  regarding  vegetable  utility  trailers. 

And  there  are  apple,  walnut,  chili  pepper  and  probably  a  host  of 
other  trailers. 

Committee  Findings 

The  conmiittee  is  impresed  with  the  fact  that  representatives  of  the 
vegetable  and  grape  growers  and  the  growers  themselves  appearing  at 
the  hearings  were  not  arguing  that  implements  of  husbandry  should  or 
should  not  be  exempt  from  registration  fees.  They  did  not  seem  to  be 
asking  for  financial  relief  particularly,  but  for  equity  in  application  of 
the  law.  They  feel  that  vegetable  utility  trailers  and  grape  gondolas  fit 
the  current  definition  as  expressed  in  Sections  345  and  4007  and  that 
as  long  as  that  definition  exists,  their  equipment  should  be  exempted. 
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And  SO  the  list  enumerated  in  Section  350  would  grow.  The  Department 
of  Motor  Vehicles '  representative  expressed  the  feeling  that  grape  gon- 
dolas shonld  be  given  consideration  in  the  cnrrently  applied  definition. 

The  committee  members  appreciate  and  endorse  the  sentiment  ex- 
pressed at  one  of  the  hearings  relating  to  the  desirability  of  not  coming 
to  the  Legislature  for  recognitions  and  identifications  each  time  a  new 
piece  of  equipment  is  placed  in  service. 

The  time  for  an  examination  of  direction  is  now  at  hand. 

This  committee  sincerely  regrets  that  it  was  not  able  during  the 
1959-1961  interim  period  to  conduct  a  more  complete  study  of  the 
entire  field  of  exemption  from  registration,  not  only  as  it  applies  to 
the  two  measures  before  the  committee,  but  to  the  entire  field,  agri- 
cultural and  industrial.  Assembly  Bill  -52  was  introduced  during  the 
1960  Session  and  referred  to  this  committee  in  May  1960.  The  amount 
of  time  available  since  then  and  prior  to  the  November  15  deadline 
for  completion  of  this  report  was  not  sufficient  for  the  committee  to 
consider  with  justice  the  many  suggestions  presented  to  it,  nor  to  in- 
vestigate all  areas  involved. 

The  committee  does  feel,  however,  based  upon  its  study  of  the  two 
subject  matters  in  this  vast  field,  that  the  entire  field  of  exemption 
from  registration  needs  clarification.  There  needs  to  be  clear  ground 
rules  adopted,  not  only  for  those  exemptions  currently  granted,  but 
for  the  applications  that  are  sure  to  come  in  the  future. 

Committee  Recommendations 

(1)  If  the  current  principle  of  exempting  implements  of  husbandry 
is  not  changed,  then  vegetable  utility  trailers  and  gondola-type  grape 
tractors  must  be  included  in  the  definition  of  equipment  considered  to 
be  exempt;  and  Section  350  of  the  Vehicle  Code  should  be  amended 
to  include  these  two  items.  (This  recommendation  is  in  line  with,  and 
reflects  the  thought  behind,  a  motion  unanimously  adopted  by  the 
committee  during  its  August  8,  1960,  hearing  in  Sacramento.  This 
motion  was  made  by  Assemblyman  Walter  Dahl,  seconded  by  Asembly- 
man  Myron  Frew,  and  adopted  by  the  committee,  as  noted  on  p.  24 
of  the  transcript  of  that  hearing.) 

(2)  An  all-inclusive,  complete  investigation  and  re-examination  of 
the  entire  subject  of  vehicle  registration  exemptions  should  be  under- 
taken during  the  1961-63  interim  study  period  with  the  object  of 
clarifying  the  subject  area  toward  the  end  of  establishing  objective 
rules  and  regulations  applicable  in  an  equitable  manner  to  all  vehicles, 
agricultural  and  industrial,  that  might  apply  for  exemption  from 
registration  fees  or  for  reduction  of  such  fees. 

(2)  Vehicle  Weight  Fees  on   Buses 

The  California  Bus  Association,  representing  about  80  percent  of 
the  private  transit  industry  in  California,  believes  that  immediate  steps 
need  to  be  taken  if  private  transit  is  to  survive  and  feels  that  unless 
the  serious  financial  situation  is  corrected,  the  trend  toward  public 
ownership  is  inexorable.  Over  the  years  a  decline  in  revenue  has  lead 
to  an  increase  in  fares  leading  to  less  patronage  of  private  lines  result- 
ing in  dropping  of  unprofitable  lines  and  cutting  of  schedules.  Addi- 
tional losses  in  patronage  complete  the  cycle. 
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The  T^rivate  transit  operators  feel  a  glaring  error  exists  when  pri. 
va^e  trSSt  t  not  allowed  to  enjoy  the  same  tax  benefits  apph^  to 
Dubliclv  owned  transit.  Introdnction  of  Assembly  Bill  79  (1-uckei 
1959)  wasdesio-ned  to  provide  temporary  relief  in  the  form  of  reduc- 
ing weight  feel  from  $160  to  $50  per  bus.  Dnring  tl^^s  co-mttee  s 
Tnlv  25  1960  San  Diego  hearing  on  the  subject  matter  of  the  bill,  lep- 
reSi^atives  also  requested  exemption  from  paying 

the  o-ross  receipts  tax  of  1^  percent.*  •   ^   i      ^   +i,„ 

The   committee,   while   impressed   with   the   picture   painted   of   the 
private Ti'isit  companies'  difficulties,  feels  that  tax  relief  may  not  be 
the  complete  answer.  The  private  transit  companies  are  asking  for  the 
te'ax  relief  afforded  piblic  transit  companies.  T^ere  ciirren^^^^ 
15  such  companies;  of  the  12  systems  reporting  in  the  most  repent 
fiLaiyear     fx  sho;ed  a  profit  and  six  showed  a  loss,  resulting  m  a 
fotal  deficit  of  publicly  owned  transit  of  $5,032,3o0,  m  sP^te  o    the 
so-called  tax  advantage.  In  this  case,  taxation  forgiveness,  or  lack  o 
axation,  did  not  result  in  a  profitable  upward  economic  cycle.  Will 
thk  same  relief  enable  private  companies  to  upset  the  downward  cycle? 
One  of  the  compelling  reasons  for  public  ^^-^'''^'\'''^''I^'^^; 
tial  savings  in  state  taxes,  plus  a  conjunctive  argument  that  lesulting 
savings   inure   to   the   benefit   of   riders   through   lower    fare^     Does 
^hldfficit  bear  this  out?  Does  tax  relief  indeed  result  m  profit?  The 
private   companies   insist   that   tax  reduction   is   an   answer   to   their 
problem,  and^hat  a  savings  of  $5,000  to  $6,000  a  year  makes  the  dif- 
ference between  staying  in  business  or  not,  but  this   depends  upon 
future  patronage  and  operational  costs. 

Commifiee  Findings  .  +i    +         ^ 

The  committee  feels  there  are  many  questions  m  this  area  that  need 
answering  prior  to  making  a  decision  on  an  f^''''^}\'^}f,^^^ 
mittee  feels  that  although  the  provisions  of  Assemly  Bill/ 9  '^'fj'l^'^J}^ 
temporarv  relief  to  private  transit  companies,  succeeding  >ears  wiU 
brino-  additional  requests  for  other  forms  of  relief.  .      ^   ^        „  ,, 

The  committee  further  feels  that  a  complete  economic  study  ot  the 
problems  involved  in  the  survival  of  privat^  transit  i",^«^  L^  ^a  ifornm 
be  undertaken  by  the  Institute  of  Transportation  and  Traffic  Engmeer- 
ing,  University  of  California. 

(3)   Crediting  to  Counties  of  Unexpended  Construction  Moneys 

At  the  request  of  Chairman  Backstrand,  Richard  Zettel  (of  the 
Universitv  of  California's  Institute  of  Transportation  and  Traffic 
Eno-ineering,  and  consultant  to  the  Senate  Committee  on  Transporta- 
tion and  Public  Utilities)  outlined  the  basis  and  current  application 
of  the  so-called  Mayo  Formula  for  the  committee  at  its  J^f  ^9,  1960 
San  Francisco  hearing,  devoted  partially  to  a  discussion  of  the  subject 
matter  of  Assembly  Bill  2901  (Meyers— 1959). 

publicly  owned  transit  systems. 
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Adoption  of  the  Mayo  Formula  in  1947  was  predicated  in  part  by 
the  State  s  assuming  full  financial  responsibility  for  the  construction 
and  maintenance  of  state  highways  in  cities  and  the  desire  to  afford 
some  measure  of  protection  for  rural  and  urban  areas  alike  in  the 
application  of  percentage  amounts  of  money  available  for  construction 

Application  of  the  Mayo  Formula  follows  a  number  of  other  allot- 
ments. Those  funds  left  after  dispensing  county  and  city  shares  of 
gas  taxes  motor  vehicle  license  taxes,  and  registration  and  weight 
fees  are  deposited  in  the  State  Highway  Fund.  Administration  and 
maintenance  costs  of  the  fund  are  ''taken  off  the  top,"  so  to  speak  of 
deposited  moneys,  following  which  the  so-called  Breed  Formula  north- 
south  division  is  allocated.  The  Breed  Formula  currently  is  a  45  per- 
cent north,  55  percent  south  annual  requirement  without  a  termina- 
tion date. 

The  Mayo  Formula  application  follows  the  north-south  allocation. 
At  first  adoption,  the  I\Iayo  Formula  contained  the  compromise  idea 
that  minimum  guarantees  based  on  estimated  need  percentages  be 
made  to  each  county  on  the  basis  that  50  percent  of  available  moneys 
be  spent  m  the  county  within  a  five-year  period,  the  other  50  percent 
available  theoretically  for  allocation  by  the  Highway  Commission  to 
any  county. 

In  the  1947  act,  there  were  provisions  for  two  five-year  programs 
based  upon_  this  formula.  By  1953,  a  great  many  changes  had  occurred 
m  California,  new  needs  arose  and  the  percentages  of  need  for  various 
counties  changed  tremendously  so  that  new  need  estimates  were  not 
comparable  to  those  made  in  1947.  The  1953  Legislature,  in  an  attempt 
to  resolve  these  differences,  weighted  1947  estimates  of  state  highway 
needs,  county  by  county,  into  a  1952  estimate,  county  by  county.  The 
1953  law,  the  currently  prevailing  statute,  continued  the  five-year 
period  basis  of  the  Mayo  Formula.  The  last  five-year  period  will  expire 
on  June  30,  1963,  and  if  there  is  no  further  action  by  the  Legislature, 
all  unexpended,  unobligated  construction  moneys  available  in  north- 
ern and  southern  California  could  then  be  classified  as  "free  money," 
i.e.,  available  for  allocation  by  the  Highway  Commission  to  any  county. 
Testimony  presented  at  the  committee  hearing  indicated  that  the 
Mayo  Formula  is  not  working  equitably  and  reasonably  in  a  good  many 
counties  because  old  formulas  are  no  longer  applicable  where  highway 
needs  have  changed  drastically,  where  differential  rates  of  growth  have 
prevailed  in  different  parts  of  the  State,  and  where  in  some  areas 
almost  all  possible  work  has  been  completed. 

Additionallj^  testimony  by  the  State  and  San  Francisco  Depart- 
ments of  Public  Works  delineated  a  problem  peculiar  to  San  Fran- 
cisco. For  the_  five-year  period  ending  June  30,  1963,  an  estimated 
$105  million  will  be  available  under  guaranteed  accrued  minimums  for 
expenditure  in  San  Francisco.  Of  this  total,  $31  million  is  currently 
obligated  and  another  $21  million  will  probably  be  obligated  for  con- 
struction projects  now  under  consideration,  leaving  $53  million.  Both 
public  works  departments  feel  that  it  will  be  impossible  to  obligate 
this  balance  by  the  expiration  date  of  the  Mayo  Formula. 

This  probability  was  the  reason  for  introduction  in  the  1959  Session 
of  Assembly  Bill  2901,  providing  that  any  portion  of  amounts  allocated 
for  expenditure  in  a  county  for  highway  or  freewaj^s  that  is  unex- 
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Trended  or  unobligated  as  of  June  30,  1963,  would  remain  credited  to 
L  county  or  expenditure  within  the  county  without  regard  to  fiscal 
vears  for  construction  of  state  highways.  This  proposal  was  supported 
by  tL  San  Francisco  Board  of  Superyisors,  State  Senator  Eugene 
McAteer  the  San  Francisco  State  Assembly  delegation,  the  County 
Pubic  Works  Department,  the  Central  Council  of  Civic  Clubs  of  San 
Francisco  the  West  of  Twin  Peaks  Central  Council,  and  the  Parkside 
District  Improvement  Club. 

(4)  Priority  of  Tax  Liens  Under  the  Motor  Vehicle 
Transporlation  License  Tax  Law 

In  recent  legislative  sessions,  several  tax  law  changes  have  been 
aii^d  at  Relieving  truck  dealers  of  certain  ^--fZfslTl^T^^e^ 
1957  the  rate  of  transportation  tax  was  reduced  from  8  to  1 2  percent 
resulting  hi  fewer  tax  delinquencies.  In  the  same  year  penalties  were 
remo  "d  from  t^  priority  provisions  of  tax  liens,  lessening  the  amounts 
naid  bv  truck  dealers  to  secure  release  of  the  liens. 
^  The  Use  Fue  Tax  Law  was  also  amended  in  1957  to  require  vendors 
of  d  esel  fuel  to  collect  the  tax  from  users  whensell  ng  and  delivering 
?uel  into  the  fuel  tanks  of  motor  vehicles,  resulting  m  greatly  reduced 
numbe  and  amounts  of  use  fuel  tax  delinquencies  with  a  co-e«P-d- 
inclv  lower  amount  paid  by  dealers  to  clear  tax  liens,  ^^d  m  1959 
Se  lien  provisions  of  the  use  fuel  tax  were  amended  to  exclude  pena  - 
tie.  from  the  lien  priority  over  the  rights  of  legal  owners  and  condi- 

''Tn\het959' Session  a  resolution  was  introduced  (House  Resolution 
No  385-Sxmiier)  requesting  a  further  study  of  the  P-o-^y  ?f  ^ax 
lipns  under  the  Motor  Vehicle  Transportation  License  Tax  Law.  Ihe 
State  Boai'dc^i  Equalization  is  responsible  for  determining  the  amount 
of  the^raisportation  operator's  liability  for  the  tax,  obtammg  secu,,!^^^ 
fnr  thP  -navment  of  the  tax,  and  issuing  tax  clearance  certificates  pie 
;.^L''?oTansfer  ty  the  bepartment  of  Motor  VeMele.  of  the  r^ 
tprpd  ownership  of  the  vehicle  subject  to  the  tax  lien.  As  such,  the  boara 
siwoTvedw^?h  legal  owners  and  conditional  vendors  m  obtammg 
security lorThe  release  of  the  tax  liens  attaching  to  vehicles  m  which 

'"The  to'rtTef  is  common  in  the  State's  tax  laws  and  under  the 

transportation  and  use  fuel  taxes  the  liens  are  paramount  to  private 

[ens  or  encumbrances  and  to  the  rights  of  legal  owners  or  conditional 

vendor'   in  motor  vehicles.  According  to  the  Board  of  Equalization 

Ihese  provisions  were  incorporated  for  the  purpose  of  reserving  the 

State's  prioritv  in  recognition  of  the  fact  that  motor  vehicles  constitute 

the  princYpa    property  of  truckers  generally,  and  practically  the  only 

prop^erty  of  smaller  tickers  upon  which  the  State  could  exercise  lien 

rio'hts  for  the  collection  of  its  taxes.  ^  •  ■.    xi    ..  1,        „^;i 

Pr  or  to  resale  and  transfer  of  registration  of  a  vehicle   hat  has  used 

diesel  fuel  or  that  is  operated  subject  to  tax,  the  tax  clearance  cer 

tifica  e  is  issued  based  on  deposits  securing  the  entire  amount  of  tax 

oblhatiJn.  Deposits  are  generally  made  by  the  lega   owners,  or  through 

bankruptcies,  insolvencies,  assignment  for  benefit  of  creditors  and  other 

assets  of  truckers. 
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reDrest'ti,nf  J1?nf '^^  ^'J"'/^'  ^°^'^  ''''''''^  ^^^'^^^  in  deposits 
representing  a  $108  per  vehicle  average;  in  1958-1959,  the  comparable 
figures  were  $76,000  and  an  average  of  $130.10  per  vehicle  inXed  in 

oLct?dTll9  5r8"''-  '"l  19^?^:19^0'.t  total  tax  of  $12.5  million  was 
collected,   $112^568  was   deposited  with  the  board  for  a  per  vehicle 

w'e^etefre'd^  ^ :::^'^r'  '"'  ''''  ^'"^  ^'''  ^^^^^'  ^^^  ^^^^  ^^ 
The  contention  exists  that  current  statutes  regarding  the  State's 
prior  lien  place  unjust  hardship  on  legal  owners  not  engaged  in  the 
business  of  for-hire  transportation  of  freight  and  materials  since  such 
owners  do  not  incur  the  tax  debt.  At  the  committee's  July  25  1960  San 
Diego  hearing,  those  persons  arguing  th^t  those  legal  owners  not  en- 
gaged m  for  hire"  transportation  be  relieved  from  prior  lien  for 
collection  of  transportation  license  tax,  felt  that  registered  owners  or 
for  ThrTax''^'"'"""'^  ^^'^  ^^^  liability  should  be  held  fully  responsible 
Currently  the  lien  is  against  the  vehicle  and  in  situations  where 
operators  go  out  of  business  or  become  insolvent,  trucks  are  repossessed 
by  the  legal  owners  who  then  must  obtain  tax  clearances  through  the 
process  described  above.  The  Board  of  Equalization  is  of  the  opinion 
that  removing  lien  provisions  as  to  priority  rights  of  conditional  vendors 
or  legal  OAvners  would  make  collection  of  taxes  in  cases  of  repossession 
or  operator  delinquency  virtually  impossible. 

Suggestions  for  solving  this  apparent  dilemma  included  allowing  the 
Board  of  Equalization  sufficient  personnel  and  finances  to  make  more 
frequent  audits  of  carriers  involved  in  businesses  of  great  risk  in  order 
to  reduce  the  number  of  legal  owner  losses,  enactment  of  a  90-dav- 
prior-to-seizure  limitation  as  the  tax  liability  of  the  legal  owner  to 
make  him  responsible  only  for  the  amount  of  tax  incurred  in  the  90  days 
prior  to  the  seizure,  and  substitution  of  some  other  source  of  revenue 
rather  than  transportation  or  gross  receipts  taxes. 

Additional  suggestions  for  increasing  the  amount  of  security  de- 
posits on  sales  and  increasing  the  amount  of  carrier  bonds  were  also 
discussed  but  there  seemed  to  be  general  agreement  that  these  meas- 
ures, while  perhaps  reducing  the  amount  of  risk  involved  in  truck 
selves'^'      "'"'^'  '''"^"^"^  probably  reduce  the  number  of  sales  them- 

Commiftee  Findings 

The  committee  feels  that  some  losses  do  occur  to  legal  owners  in 
cases  of  repossession  and  that  some  of  the  suggestions  offered  at  its  hear- 
ings are  probably  steps  in  the  right  direction,  while  not  completely 
eliminating  the  legal  owner's  responsibility.  The  committee  has  been 
informed  that  the  1961  Legislature  will  be  asked  to  consider  a  number 
ot  proposals  having  a  bearing  on  this  subject  matter,  such  as  a  possible 
change  m  the  use  fuel"  tax  law  to  require  collection  of  the  tax  by 
the  vendor,  and  a  proposal  to  move  the  tax  back  one  step  further  to 
the  supplier.  In  light  of  these  considerations  and  the  complexity  of  the 
probleni  presented  at  the  committee  hearing,  specific  recommendations 
at  this  time  would  be  unwise  without  knowing  the  extent  and  effect  of 
other  proposals  m  this  field  to  be  presented  to  the  next  Session. 
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(5)  Suggested  Change  of  North-South  Highway 
Construction  Moneys  Forn-.uia 

California  liio-hways  are  financed  through  what  specialists  call  a  com- 
mercial approach  wherein  users  of  highway  services  and  systems  meet 
the  costs  through  prices  or  taxes  related  to  use,  an  approach  embodying 
the  concept  of  developing  a  highway  system  over  a  period  of  time.  An- 
other feature  of  California  highway  development  policy  is  pay-as-you- 
go  financing,  inevitably  requiring  that  earnings  generated  on  the  entire 
plan  must  be  accumulated  to  provide  for  improvements  of  specific  seg- 
ments of  that  plan.  .      p       .  •       i 

This  general  financing  plan  contains  the  seeds  of  sectional  controversy 
since  user  charges,  uniform  throughout  the  taxing  jurisdiction,  and 
hio-hwav  costs  are  markedlv  different  when  both  are  measured  m  terms 
of  "a  common  nnit  as  tlie  vehicle  mile.  In  other  words,  constant  revenues 
of  particular  highwavs  do  not  balance  out.  An  additional  and  similar 
disparity  between  revenues  and  costs  exists  for  segments  of  the  high- 
way svstem  in  different  sections  of  the  State.  It  has  been  found  neces- 
sary therefore,  to  provide  from  time  to  time  a  transfer  of  revenue  from 
one  highway  to  another  or  from  one  area  to  another  to  improve  the 
whole  svstem  at  a  uniform  rate.  t     ^    -, 

Allocation  of  funds  for  the  system  is  bound,  then,  to  be  a  complicated 
and  a  controversial  matter,  magnified  because  highway  needs  m  all 
parts  of  the  State  are  great  and  generally  yield  higher  figures  with  each 
succeeding  projection  of  needs.  This  is  not  a  new  situation  m  Califor- 
nia As  early  as  1895  the  California  Bureau  of  Highways  outlined  a 
statewide  system  of  highways  that  was  supposed  to  ''fix  forever  the 
easiest  lines  of  communication,"  and  it  was  not  until  1909  that  the  state 
hi-hwav  system  was  established.  Three  successive  general  obligation 
bond  issues  ao'o-regating  $73  million  were  authorized  between  1909  and 
1919  to  complTte  the  svstem.  In  1923  the  State  adopted  its  first  gasoline 
tax  the  State's  share  of  which  was  designated  for  maintenance  and  re- 
construction. Parenthetically,  none  of  the  tax  imposed  was  allocated  for 

new  state  highways.  ,  -,  .      ..  -n 

In  1927  a  special  one-cent  gas  tax  was  imposed  for  the  specihc  pur- 
pose of  constructing  state  highways  and  the  adoption  of  tlie  Breed 
allocation  formula  provided  that  75  percent  of  the  available  funds 
were  to  be  used  for  the  primary  state  highway  system  and  Zo  percent 
for  the  secondary  system.  Primary  money  was  divided  at  that  time 
between  45  northern  counties  and  13  southern  counties  on  the  basis  of 
hio-hwav  mileage,  and  the  secondary  money  was  divided  evenly  north 
and  south  The  overall  effect  of  the  1927  version  of  the  Breed  formula 
was  that  of  the  total  money  available  for  the  entire  state  highway 
system— not  considering  the  primary-secondary  distinction— about  532 
percent  was  allocated  for  the  north  and  46*  percent  to  the  south. 

In  1933  the  Legislature  nearlv  doubled  the  state  highway  mileage  by 
incorporating  many  miles  of  county  roads  into  the  secondary  highway 
system  The  Breed  formula  was  changed  so  that  50  percent  of  available 
construction  funds  was  earmarked  for  primary  highways  and  50  per- 
cent for  secondary  highwavs.  The  north-south  division  of  funds  was 
continued  on  the  basis  outlined  in  the  1927  formula  adoption:  pri- 
mary money  on  the  basis  of  highway  mileage,  and  secondary  money  on 
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an  even  split  basis.  The  overall  effect  of  the  1933  change  in  formula— 
again  not  considering  the  primary-secondary  distinction— was  that 
about  51  percent  of  the  total  money  available  for  the  entire  state  high- 
way system  was  allocated  for  the  northern  counties  and  about  49  per- 
cent for  the  southern  counties. 

The  last  major  change  in  this  Breed  formula  occurred  in  1947  with 
the  adoption  of  the  Collier-Burns  Highway  Act  that  eliminated  the 
primary  and  secondary  classifications  and  provided  for  distribution  of 
funds  on  a  45  percent  north  and  55  percent  south  basis.  The  1947 
Legislature  was  presented  with  two  sets  of  facts  concerning  the  alloca- 
tion of  funds  for  state  highway  construction.  An  estimate  of  highway 
deficiencies  or  needs  showed  57  percent  to  be  in  the  north  and  43 
percent  to  be  in  the  south;  motor  vehicle  registrations  showed  60  per- 
cent of  the  vehicles  to  be  in  the  south  and  40  percent  to  be  in  the  north. 
It  has  been  suggested  that  the  1947  Legislature  struck  a  compromise 
between  these  sets  of  figures  and  facts  by  establishing  a  distribution  of 
funds  on  the  basis  of  45  percent  for  the  45  northern  counties  and  55 
percent  for  the  13  southern  counties. 

The  45/55  allocation  exists  today.  Assembly  Bill  2680,  introduced  in 
the  1959  Session  by  Mr.  Rees,  proposed  a  change  in  the  Breed  formula 
to  a  40/60  allocation  basis.  At  the  committee 's  November  14,  1960,  San 
Francisco  hearing,  devoted  to  a  discussion  of  the  subject  matter  of  that 
bill,  testimony  indicated  that  according  to  an  engineering  estimate  of 
state  highway  needs  made  in  1952  and  presented  to  the  1953  Legislature 
the  northern  counties  in  1952  had  52  percent  of  the  needs,  the  southern 
counties  48  percent.  Motor  vehicle  registrations  in  the  same  year  con- 
tinued to  show  about  60/40  south  and  north. 

The  adoption  in  1959  of  the  California  Freewav  and  Expressway 
System  added  12,400  miles  to  the  California  State  Highway  Svstem. 
The  1958  need  estimates  indicated  that  at  that  time  the  northern 
counties  had  in  excess  of  about  46  or  47  percent  of  the  needs,  compared 
with  40  percent  of  the  revenue  source.  The  Division  of  Highways  is 
completing  another  estimate  of  deficiencies  or  needs  following  the  con- 
struction accomplished  since  the  1958  estimate  was  made,  but  some 
preliminary  figures  indicate  almost  50  percent  of  the  needs  to  be  in  the 
north. 

There  are  of  course,  and  there  will  continue  to  be,  needs  in  every  part 
of  the  State.  The  1960  dollar  estimate  of  needs  amounted  to  approxi- 
mately $11.5  billions  and,  tentatively  accepting  the  estimated  needs 
basis,  there  was  in  1960  a  50/50  division  of  needs  and  a  40/60 
''revenues  generated"  estimate. 

Committee  Findings 

The  committee  is  aware  that  funding  procedures  and  allocations  for 
the  State's  highway  system  is  a  complicated  problem,  and  that  the 
Breed  formula,  a  short  history  of  which  is  presented  above,  is  merely 
one  part  of  the  entire  allocation  problem.  The  committee  is  also  aware 
that  the  1961  Legislature  will  be  asked  to  consider  the  entire  problem 
and  must  take  a  long,  hard  look  at  the  overall  situation  of  allocation  of 
money  for  highway  construction,  including  such  integral  subject 
matters  as  new  need  estimates,  automobile  registrations,  estimated  funds 
and  the  Mayo  and  Breed  formulas. 
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The  committee  feels  that  it  cannot  recommend  an  adjustment  of  the 
existing  Breed  formula  on  the  basis  of  its  one-day  hearing  during  the 
preceding  interim. 

Note:  During  that  hearing  the  following  statement  was  read  into  the 
transcript  record : 

Minority  Report  Re  Assembly  Bill  No.  2680 
The  evidence  presented  to  the  Assembly  Interim  Committee  on  Transportation 
and  Conlmeice  a?  a  hearing  held  on  November  14,  1960,  in  favor  of  the  recommen- 
dation to  tie  Assembly  for  the  passage  of  this  bill  places  the  burden  of  proof  to 
he  con  rary  on  the  opposition.  The  fact  that  more  Members  of  the  Assembly  from 
the  no'th  4?e  prient  at  the  hearing  does  not  indicate  the  facts  of  the  case  one 
way  or  another.  (Signed)  Charles  Edward  Chapel 

Tom  Bane 
Chet  Wolfrum 

B.  PROBLEMS  OF  TRAFFIC  MOVEMENT 
(1)   Defining  and  Regulating  Authorized  Emergency  Vehicles 

Historically,  the  term  "authorized  emergency  vehicle"  originally 
included  only  those  vehicles  used  in  the  three  basic  emergency  services : 
police  fire  and  ambulance.  Today  the  Vehicle  Code  contains  21  sections 
desio-nating  certain  vehicles  as  authorized  emergency  vehicles  and  m 
addftion  there  are  10  other  sections  permitting  amber  or  red  lamps  as 
identifying  lamps  on  other  type  of  vehicles.  Through  the  years,  requests 
for  emero-?ncy  classification  have  continued,  and  each  succeeding  Legis- 
lature has  granted  inclusion  within  the  definition  in  piecemeal  fashion 
The  result  has  been  a  lack  of  consistent  and  definite  legis  ation,  and  the 
Legislature  can  logically  expect  more  types  of  vehicles  to  request 
classification  as  authorized  emergency  vehicles  m  the  future.     _ 

Such  vehicles  as  those  engaged  in  air  pollution  control  district  work, 
mosquito  abatement  work,  tow  cars,  school  buses,  armored  cars 
coroners'  vehicles,  disaster  vehicles,  public  utility  vehicles  and  fish  and 
game  patrol  cars  are  now  included  in  an  extremely  broad  category  ot 
vehicles  authorized  to  maintain  a  siren  and  red  light 

Durino'  the  1959  Session,  the  late  Assemblyman  Seth  Johnson  intro- 
duced Assembly  Bill  2540  with  the  hope  of  clarifying  and  setting  up 
standards  as  to  what  should  be  considered  an  authorized  emergency 
vehicle  on  California's  streets  and  highways.  In  the  general  opinion  ot 
law  enforcement  a-encies,  the  use  of  the  siren  and  the  red  light  are 
now  so  common  that  their  usefulness  is  destroyed  and  they  are  ignored 
bv  a  large  part  of  the  public.  i  i  •  -u. 

A  basic  traffic  control  principle  is  that  a  flashing  red  or  red  light 
means  "stop"  and  an  amber  one  means  "caution.  Where  the 
application  of  those  vehicles  authorized  to  employ  the  red  light  is  too 
broad  the  contention  is  that  the  right-of-way  supposedly  granted  to 
emerfincv  vehicles  is  abrogated  and  made  meaningless.  . 

Durino-"  this  committee's  November  19,  1959,  Los  Angeles  hearing  and 
August  8,  1960,  Sacramento  hearing,  the  subject  matter  of  Assembly 
Bill  2540  was  discussed.  Testimony  indicated  that  ni  Southern  Cali- 
fornia especiallv,  where  often  a  great  many  departments  operate  to- 
gether over  great  areas,  sirens  are  no  longer  effective  and  some 
emergency  vehicles  are  now  equipped  with  the  so-called  Grover  type 
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air  horn  in  order  to  gain  rights-of-way  when  necessary.  Because  of  the 
over-application  of  the  siren  on  many  categories  of  vehicles,  the  same 
problem  plagues  some  eastern  states  who  now  use  six-trumpet  air  horns 
that  are  within  10  decibels  of  breaking  human  eardrums.  The  legality 
of  the  use  of  air  horns  on  authorized  emergency  vehicles  in  California 
is  not  clear,  but  the  fact  that  some  departments  consider  them  essential 
indicates  the  critical  extent  of  the  problem. 

Those  witnesses  testifying  on  the  possible  use  of  air  horns  stated  that 
these  devices  will  not  solve  the  over-usage  of  sirens  but  will  create 
additional  problems,  and  that  the  solution  lies  in  gaining  back  respect 
for  sirens.  Their  loss  of  effectiveness  depended  upon  in  the  past  seems 
to  be  indicated  in  the  fact  that  in  the  Los  Angeles  area,  for  example, 
accident  rates  during  response  to  emerg^encies  have  increased  better 
than  200  percent  in  the  last  five  years  despite  intensive  driver  training. 

Medical  authorities  in  attendance  at  the  committee  hearings  stated 
that  recent  legislation  requiring  a  trained  attendant  in  ambulances  has 
led  to  a  slight  curtailment  in  the  use  of  red  lights  and  sirens  since  the 
necessity  of  speed  does  not  exist  as  it  did  before.  And  an  experiment 
on  Los  Angeles  freeways  involving  voluntary  compliance  with  a  re- 
quest not  to  use  sirens  by  all  ambulance  services  has  had  good  results. 
The  California  Medical  Association  encourages  siren  use  only  when 
clear  right-of-way  is  needed  and  then  at  reasonable  rates  of  speed,  and 
feels  that  the  use  of  sirens  is  not  a  license  to  drive  a  vehicle  90  mile's  per 
hour  and  perhaps  further  injure  patients  and  endanger  others. 

Other  testimony  indicated  that  while  such  examples  of  voluntary  self- 
discipline  restricting  use  of  red  lights  and  sirens  by  those  currently 
authorized  emergency  vehicles  might  lead  to  expeditious  but  not  dan- 
gerous driving  habits,  there  is  immediate  need  for  tighter  definition  and 
application  in  the  authorized  emergency  vehicle  statutes. 

In  order  to  give  further  consideration  to  possible  solutions  to  this 
complex  problem,  this  committee  appointed  an  advisory  committee  for 
this  study  area.  The  report  of  this  advisory  committee  is  contained 
herein  as  Part  II,  C. 


(2)  Feasibility  of  Using  River  Beds  as  Freeways 

Since  1930,  various  suggestions  have  been  made  for  using  Cali- 
fornia 's  river  beds  for  freeway  locations.  Certainly  any  solution  tending 
to  alleviate  the  controversial  matter  of  freeway  location  would  be 
welcome.  But,  although  there  have  been  numerous  suggestions  and 
several  studies  of  the  feasibility  and  desirability  of  river  beds  doubling 
as  freeways,  there  has  been  no  actual  instance  of  combined  usage. 

There  have  been  instances,  however,  of  combined  rights-of-way" where 
separate  channels  are  constructed  beside  freeways  to  carry  water  and 
separate  channels  are  constructed  beside  rivers  to  carry  traffic.  Indeed, 
the  first  major  freeway  in  the  Los  Angeles  area,  the  Pasadena  Freeway' 
was  built  partially  alongside  the  Arroyo  Seco  Channel,  and  the  Golden 
State  Freeway  later  was  built  next  to  the  Los  Angeles  River  along 
part  of  its  course.  And  such  later  freeways  as  Burbank  and  Long- 
Beach  were  constructed  with  a  flood  control  channel  as  part  of  the 
freeway.  In  the  Los  Angeles  area,  the  State  Division  of  Highways 
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has  co-operated  with  the  Los  Angeles  Flood  Control  District  and  the 
United  States  Corps  of  Engineers  in  using  joint  rights-of-way  for  both 
hio-hwav  transportation  and  water  control. 

Joint  nsage  of  one  channel  for  both  highway  transportation  and 
water  control  seems  to  be  beset  with  a  number  of  problems  discussed 
duriiK.  this  committee's  October  3,  1960,  hearing  m  Los  Angeles  where 
House  Kesolution  No.  44    (1960  Budget  Session)    was  given  consid- 

'''' ThTauthor  of  the  resolution  directing  this  committee  ''to  ascertain, 
study  and  analyze  all  facts  relating  to  the  feasibility  and  desirability 
of  usin-  river  beds,  such  as  the  Los  Angeles  River,  for  freeway  pur- 
poses''was  Assembvman  John  L.  E.  Collier  of  Los  Angeles.  Mr.  Col- 
He  durTng  fhe  debai  on  the  resolution  in  the  1960  session  and  during 
the' committee  hearing,  stated  that  although  the  ^Pe-f-X^/- 
his  introducing  the  resolution  was  the  possible  use  of  the  Los  Angeles 
rTv  r  inS  of  the  recommended  extension  of  the  freeway  through 
the  City  of  Eagle  Rock,  he  hoped  that  the  committee  study  would 
produce  results  applicable  to  other  <^alifornia  rivers  a^  well. 

Pnlifnrnia's  rivcrs  however,  have  certain  natural  features  that  mgn 
wa^  efj    erriel  are  not  applicable  to  or  advantageo..  for  Mghway 
raffle  Tncl  freeway  eonstruction.  The  "ajonty  of  CaMomi^s  r  vers 

:;-rre:Xtsfo?=;™!.r^^^^^^ 

denis  And  considering  the  need  to  build  freeways_  where  traffic  will 
use  ?heTn!  the  origin  and  destination  of  .river  fow  is  many  times  not 
coincidental  with  the  origin  and  destination  of  traffic  flow. 

Construction  of  a  freeway  in  a  river  bed  would  affect  local  water 
ric^hts  of  a  Ion-standing  nature.  As  water  flows  down  river,  some  of  it 
p;rcltes^^Kferground^Vater  rights  of  pe.ple  o^t^;^  -^  P- 
ated  water  through  pumping  systems  would  be  ^^^^^  f  >  "?^f  ^^'^^  ^ 
a  laver  of  concrete  over  the  river  bed.  In  order  to  allow  tor  this  re 
Shar^ge  of  wa?er,  some  areas  of  the  Los  Angeles  River  are  not  paved 
but  are  covered  with  cobblestones.  ^inrriose  channel 

Another  major  potential  incompatability  of  a  f^^^^l-P^"P"^'J^^'^f  £^,^',^ 
for  water  and  traffic  flow  is  the  design  necessary  for  an  adequate  tree 
wTv  ramVsX^^^  A  ramp  from  the  bottom  of  the  river  to  the  surface 

=ri^4s:rr»l^of:a?A^te^^^^^^^^^ 

^  Ifter  every  storm,  debris  brought  downriver  is  deposited  on  the 
■        I   1  w  «,ihdrli  10-  water    If  the  river  bed  were  also  used  as  a 

P   itoTTTi    whether  of  flood  proportion  or  not.   During   the   u^u  i^-tx 
tiS  period   S  Los   Angeles,   for   example,   there   were  no   severe 
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storms  but  there  were  a  great  many  storms,  and  there  were  78  days 
during  which  the  mean  daily  flow  in  the  Los  Angeles  Kiver  exceeded 
200  efs. 

Flood  control  channels  and  their  possible  use  for  freeway  locations 
were  also  discussed  at  the  Los  Angeles  hearing.  Testimony  indicated 
that  these  channels,  to  be  effective,  are  used  with  retarding  reservoirs 
and  conservation  reservoirs  and  designed  on  rather  steep  slopes  with 
very  high  velocities.  Hydraulically,  it  is  essential  that  channels  are 
not  impeded  in  such  ways  as  to  create  waves  or  obstructions  destroying 
the  channels'  effective  use.  In  anticipation  of  storms,  reservoirs  are 
drawn  down,  with  a  resultant  discharge  of  water  into  flood  control 
channels,  the  period  of  discharge  being  extremely  variable  and  depend- 
entupon  watershed  situations,  previous  rainfall  and  the  entire  meteoro- 
logical situation. 

As  an  example  of  construction  and  design,  the  Whittier  Narrows 
Dam  flood  control  channel  was  described  as  consisting  of  a  heavy  rock 
riprap,  trapezoidal  section  with  drop  structures  from  10  to  15  feet 
in  height,  with  stilling  pools  at  the  bottom  and  subdrainage  systems 
to  take  care  of  high  groundwater  occurring  after  wet  years.  It  was 
pointed  out  that  to  protect  these  necessary  features,  all  of  these  struc- 
tures would  have  to  be  incorporated  into  any  freeway  using  the  channel. 
Finally,  it  was  suggested  that  since  flood  drainage  areas  are  usually 
some  distance  from  residential  and  industrial  developments  and  since 
the  average  trip  in  California  is  less  than  eight  miles,  the  use  of  these 
areas  as  freeways  would  not  be  particularly  effective. 

During  the  Los  Angeles  hearing,  the  committee  requested  state- 
ments from  various  governmental  agencies  concerned  with  the  problem 
but  not  in  attendance  at  the  hearing.  In  accordance  with  this  request, 
the  City  of  South  Pasadena  directed  a  letter  to  the  committee,  stating 
in  part  that  ''The  mere  fact  that  traffic  must  be  diverted  from  the  chan- 
nels during  the  rainy  season  and  thereby  nullifying  a  fundamental 
concept  of  sound  highway  engineering,  i.e.,  providing  an  all-weather, 
all-year  freeway,  seems  to  be  ample  justification  to  discontinue  any 
further  studies." 

The  City  of  Burbank  stated  that  "another  matter  that  might  be 
considered  is  that  of  having  a  system  of  highways  dependable  at  all 
times  for  use  of  the  military,  or  for  evacuation  purposes  in  times  of 
extreme  emergency.  As  has  been  pointed  out,  the  use  of  the  river 
channels  would  be  interrupted  during  the  rainy  season."  Tlie  U.S. 
Army  Corps  of  Engineers  has  estimated  that  "the  cost  of  a  feasibility 
study  should  be  .  .  .  about  $500,000"  and  the  Los  Angeles  City  Engi- 
neer feels  that  "the  existing  river  beds  are  wholly  unsuitable  for  free- 
way purposes,  and  that  the  cost  to  make  them  suitable  would  be  pro- 
hibitive. ' ' 

Letters  from  the  Cities  of  Pasadena  and  Glendale  appear  in  their 
entirety  on  pages  27  and  28  of  this  report. 

Committee  Findings 

The  committee  feels  that  any  practical  solution  to  the  controversial 
subject  of  freeway  location  should  be  looked  upon  with  favor,  but  that 
the  possibility  of  using  river  beds  and  flood  control  channels  for  free- 
ways is  confronted  with  a  multitude  of  problems  insurmountable  in 
nature.  The  use  of  a  river  bed  would  mean  that  traffic  flow  would  be 
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deDendent  npon  the  whim  of  the  weather,  and  that  cleaning  up  of 
Sis  lef  by  storms  would  be  too  time-consnmmg  and  expensn-e.  The 
use  of  flood  control  channels  would  mean  an  impossible  combn.ation  of 

"^"The'committee  feels  that  further  consideration  of  the  possibility  of 
using  river  beds  as  freeways  should  be  discouraged. 

City  of  Pasadena 
Pasadena,  California,  October  21,  1960 

Mr   Edward  T.  Telford  ...         ,  „.  , 

Asst.  State  Highrcay  Engineer,  California  D^v^s^on  of  mghways 
120  South  Spring  Street,  Los  Angeles  12,  California 

^^%TiLt:  House  Resolution  No.  44-Use  of  Riverbeds  for  Freeway  Purposes 

Refer  nee  is  n^ade  to  your  letter  dated  October  6    f^O,  requesting^  comn.ents  on 
the  use  of  riverbeds  for  freeway  purposes,  as  suggested  m  House  Resolution  No.  44 

msmsmmm 

°'tSt:  Sr  leS'orSis  department  the  Division  of  Hi.>™.;.  j^n  ^^^^^^ 

route  studies  for  street  -<•.  ''^f  ^  feSrUuM  Te  ri'veSI  foVsu'eet  and 

S»l/;:;po'esTtut''af  «pe°ated\e'fr"5  iruulite,,,  and  atoost  entirely  un- 

feasible,  to  use  riverbeds  for  freeway  purposes. 
Respectfully  submitted, 

"F'rttz  Zapf 
(^i«""^)  City  Engineer-Superintendent  of  Streets 

City  of  Glendale 
Glendale,  California,  October  10,  1960 

Mr.  Edward  T.  Telford 

Asst.  State  Highway  Engineer 

State  of  California,  Division  of  Highivays 

120  South  Spring  Street,  Los  Angeles,  California 

Attention  :  Mr.  George  A.  Hill,  District  Engineer 
Subject :  Legislative  House  Resolution  No.  44 

Let sion  that  it' would  be  highly  undesirable  for  ^^^/'^''Z'f-TZZ'too  narrow 
The  Verdugo  Wash  right-of-way  is  only  90  feet  wxde    which  ^'^^^^J^^^^PZ 
for   the   modern   freeway    or   even   for   a   major   highway.   The    constiuctioii   oi    ue 
ree^Sy  Ter    his  90  feet  would  involve  the  acquisition  of  -<i^^«-|t  w.shtn'e  ther 
both  sides   It  would  involve  the  construction  of  a  roadway  above  the  wash  on  either 
a  reinforced  oriructural  steel  structure.  The  cost  of  this  structure  has  been  cal- 
culated at  various  times  and  has  proved  prohibitive  nvo^sine  streets 
If  a  freeway  was  placed  over  the  wash  the  bridge  problems  on  "oss mg  stieets 
would  become  very   complicated,   involving   long   approach   ramps   and  high  bridge 
structures. 
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The  use  of  the  wash  floor  itself  for  a  freeway  would  not  be  possible  as  tne  veloci- 
ties in  the  Verdugo  Wash  in  storm  flows  are  very  high  and  these  velocities  have  to 
be  checked  by  velocity-reducing  devices  in  the  channel  bottom  so  that  they  do  not 
cause  undue  turbulence  as  the  stream  enters  the  Los  Angeles  River.  Past  history 
will  show  that  the  Verdugo  Wash  in  flood  has  caused  the  Los  Angeles  River  to 
leave  its  banks  and  wash  out  long  stretches  of  highway.  The  U.S.  engineers  have 
constructed  a  very  expensive  velocity-reducing  device  at  this  juncture  which  involves 
steps  in  the  bottom  of  the  channel,  which  renders  the  channel  entirely  useless  as 
far  as  automobile  traffic  is  concerned.  Also,  the  curves  in  the  channel  are  too  sharp 
tor  the  negotiation  of  vehicles.  Also,  the  channel,  for  a  major  portion  of  its  len"th 
is  not  one  channel  but  three,  as  the  county  had  constructed  a  channel  of  approxi- 
mately 40  feet  m  width  with  eight-foot  side  walls.  When  the  U.  S.  E.  D.  came  in 
to  expand  the  channel  they  expanded  the  width  to  88  feet  by  building  auxiliary 
channels  on  each  side  with  16-foot-high  walls.  This  three-channel  arrangement  would 
make  the  wash  entirely  unsatisfactory. 

The  channel  has  to  be  reserved,  even  in  the  sufiimertime,  for  nuisance  flow,  and 
in  the  wintertime  during  major  storms  I  have  seen  water  flowing  in  the  channel 
eight  feet  deep.  A  freeway  constructed  at  this  location  would  be  of  only  inter- 
mittent value  during  the  winter  months. 

As  for  widening  the  channel  and  using  a  roadway  in  the  present  channel  elevation, 
this  would  be  very  difficult  in  spots  as  the  City  of  Glendale  has  a  reservoir  at  one 
section  that  is  bisected  by  the  channel. 

I  have  not  discussed  in  this  letter  any  possibilities  on  the  use  of  the  Los  Angeles 
River  right-of-way  as  this  stream  is  already  paralleled  by  the  Golden  State  Freeway, 
part  of  which  is  constructed  and  part  of  which  is  under  construction. 
Very  truly  yours, 

(Signed)  Wm.  L.  O.  Martini 

Director  of  Public  Works 

(3)  Vehicle  Weight  Limits  on  City  Streets 

Generally  speaking,  a  reasonable  solution  to  any  problem  requires  a 
reconciliation  of  interests  and  points  of  view.  In  the  specific  case  of  local 
ordinances  restricting  maximum  allowable  weight  limits  of  vehicles 
using  city  streets,  a  city's  obligation  to  protect  its  citizens  and  their 
property  often  encounters  recognition  of  the  necessary  movement  of 
commercial  traffic. 

_  California's  cities'  valid  assumption  of  the  right  to  restrict  weight 
limits  on  streets  over  which  they  have  exclusive  jurisdiction  is  reflected 
in  current  statutes.  Additionally,  city  regulation  of  state  highways 
within  the  city  may  be  approved  by  the  Department  of  Public  Works 
upon  the  designation  of  alternative  routes  that  heavy  vehicular  traffic 
can  use. 

^  Certainly  no  one  can  deny  that  the  movement  of  heavily  laden  ve- 
hicles is  important  to  commerce  and  industry  and  indeed  necessary  for 
the  development  of  cities.  Certainly  no  one  can  deny  that  local  govern- 
mental bodies  have  the  duty  and  right  to  restrict  to  a  reasonable  degree 
commercial  traffic  weight  limits  where  restriction  is  based  on  protection 
of  people  and  their  property. 

Application  of  local  ordinances  affect  traffic  flow.  This  is  especially 
true  in  expanding  metropolitan  areas  where  annexation  leads  to  contig- 
uous city  boundaries  and  to  boundaries  encompassing  within  city  limits 
streets  traditionally  used  as  thoroughfares.  Local  ordinances  could  have 
adverse  effects  upon  commercial  traffic  flow  where  alternative  routes 
are  not  available  within  reasonable  distances.  In  areas  where  several 
cities  use  the  same  thoroughfare,  a  lack  of  continuity  and  uniformity 
could  result  from  the  application  of  several  different  ordinances. 
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And  the  rerontinj^  of  heavy  traffic  in  one  city  often  leads  to  similar 
action  in  neichboring  cities  because  of  pressures  placed  upon  other 
stree  s  by  the  rerouting.  This  chain  reaction  of  posting  streets  usually 
hast  basisin  ^e  city  goyernnient 's  efforts  to  meet  its  obligation  to 
Dublic  safety  and  conyenience.  .  . 

These  and  other  facets  of  the  problem  were  discussed  ^mg  this 
committee's  June  28,  1960,  hearing  in  San  Francisco  where  the  subject 
mXr  of  Assembly  Bill  2755  (Dahl-1959),  was  considered.  Provisions 
7thTs  bill  held  that  -no  city  ordinance  reducing  the  gross  maximum 
weic^ht  of  a  vehicle  shall  be  effective  when  it  operates  to  impede  the 
normal  flow  of  traffic  unless  there  is  provided  reasonable  alternative 
routes  "  It  was  pointed  out  that  this  would  provide  a  solution  where 
alternative  routes  were  available,  but  that  within  some  cities  there  are 
no  alternative  routes  physically  available. 

It  was  also  suggested  that  perhaps  an  answer  to  theproblem  might  be 
the  establishment  of  a  county  traffic  commission  having  authority  and 
responsibdity  for  a  countrywide  master  system  of  through  streets.  Op- 
posing this  suggestion  was  the  thought  that  the  use  of  city  streets  is  a 
Callssue  and  that  cities  could,  through  adequate  hearings,  notices 
and  signs,  retain  a  necessary  degree  of  home  rule  m  this  field. 

Committee  Findings  •   t,^  r     •+ 

The  committee  feels  that  a  problem  regarding  vehicular  weight  limits 
may  exist  in  certain  areas  and  that  a  solution  to  the  problem  would  re- 
qxSe  reconciliation  of  the  viewpoints  outlined  above.  The  committee 
feels  that  additional  investigation  of  this  subject  is  necessary  before  it 
can  recommend  a  reasonable  solution  equitable  to  all  concerned. 

(4)  Mass  Transportation  in  the  San  Francisco  Bay  Area 

Although  the  committee  received  lengtliy  and  interesting  testimony 
concerned  with  the  general  areas  of  rapid  and  mass  transportation  in 
the  Bay  Area,  the  number  and  variety  of  subject  matters  discussed 
during'^he  committee's  December  17-18,  1959,  San  Francisc^  hearing 
did  not  lend  themselves  to  easy  condensation  or  summary.  And  while 
the  committee  does  not  necessarily  imply  endorsement  «/  ^^  many 
views  presented,  much  of  the  testimony  is  avadable  from  other  sources 
Sufficient  copies  of  the  transcript  of  the  hearing  have  been  Prepared 
and  are  available  free  of  charge  from  the  committee  office  for  those 
persons  interested  in  the  details  of  the  testimony.  , 

The  committee  feels  the  Legislature  should  continue  to  maintain  a 
basic  interest  in  this  complex  and  important  problem.  Sufficient  in- 
formation was  not  presented  to  the  committee  during  this  interim,  how- 
ever, upon  which  to  base  recommendations  for  positive  action  m  tins 
area. 

(5)  Left  Turns  at  Intersections 
Procedures  rights-of-way  and  responsibilities  in  making  left-hand 
turns  at  intersections  constitute  a  perennial  problem  confronting  motor- 
ists law  enforcement  agencies  and  legislatures  throughout  the  nation. 
There  is  no  easv  solution;  many  have  been  offered,  adopted  and 
subsequently  amended.  The  latest  attempt  at  clarification  m  Calitornia 
was  Assembly  Bill  2124  (Johnson-1959),  referred  for  interim  study 
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and  considered  by  this  committee  during  its  August  24,  1959,  Sacra- 
mento hearing.  During  the  hearing  general  agreement  was  reached  that 
solution  of  the  problem  in  areas  of  heavy  traffic  probably  lies  with  such 
traffic  engineering  programs  as  three-phase  signals,  intersection  re- 
design or  with  prohibition  of  left  turns  entirely. 

While  this  committee  has  reached  no  decision  on  the  proper  direction 
or  type  of  solution  to  this  problem,  it  believes  that  a  history  of  the 
various  amendments  to  the  left-turn  code  section  will  be  helpful.  This 
brief  outline  (provided  by  Harry  V.  Cheshire,  Jr.,  Automobile  Club  of 
Southern  California)  is  included  here  for  interest  and  informational 
purposes. 

Prior  to  amendments  made  at  the  1957  Session  of  the  State  Legisla- 
ture, Vehicle  Code  Section  551  (now  Sedtion  21801)  subdivision  (a), 
provided  that  the  driver  of  a  vehicle  within  an  intersection,  intending 
to  turn  left,  had  to  yield  the  right-of-way  to  any  vehicle  approaching 
the  intersection  from  the  opposite  direction  and  so  close  as  to  constitute 
an  immediate  hazard.  Subdivision  (b)  imposed  what  might  be  called  a 
reciprocal  obligation  upon  drivers  approaching  from  the  opposite  di- 
rection. 

7957  Amendment 

In  1957,  Section  551  was  amended  in  two  respects.  The  reference  to 
a  vehicle  ^"approaching"  from  the  opposite  direction  was  changed  to  a 
vehicle  "which  has  approached  or  is  approaching  the  intersection" 
from  the  opposite  direction.  The  reason  for  this  change  was  that  a  court 
decision  had  held  that  when  a  vehicle  was  stopped  at  an  intersection  in 
obedience  to  a  red  signal,  such  vehicle  was  not  "approaching"  the 
intersection,  and  therefore,  a  left-turning  driver  was  not  under  an  obli- 
gation to  yield  the  right-of-way  to  such  a  stopped  vehicle.  Thus,  in  the 
ordinary  situation  at  a  signalized  intersection,  with  vehicles  facing  in 
opposite  directions  stopped  in  obedience  to  a  red  signal,  the  court  deci- 
sion said,  in  effect,  that  a  left-turner  would  be  free  to  "dart"  across  in 
front  of  opposing  traffic  as  soon  as  the  signal  changed  to  green.  The 
amendment  was  intended  to  overcome  the  effect  of  such  decision. 

The  second  1957  amendment  changed  the  phrase,  "constitute  an  im- 
mediate hazard"  to  "constitute  a  hazard  at  any  time  during  the  turn- 
ing movement."  This  was  because  under  the  prior  language  there  was 
always  a  question  as  to  the  intent  of  the  section  regarding  the  exact 
point  in  time  at  which  a  vehicle  would  constitute  an  immediate  hazard. 

There  were  two  views.  One  view  held  that  the  former  language  ap- 
plied only  to  those  vehicles  which  constituted  an  immediate  hazard  at 
the  time  the  left-turning  vehicle  first  reached  the  intersection.  Thus,  it 
was  argued  that  when  a  left-turning  vehicle  reached  the  intersection'  if 
the  driver  yielded  to  five  or  six  cars  (or  cars  within  a  certain  distance) 
approaching  from  the  opposite  direction  in  a  steady  stream  of  traffic,  he 
then  could,  with  impunity,  make  his  left  turn,  even  though  he  inter- 
rupted the  steady  stream  of  traffic. 

The  other  view  held  that  the  language  applied  to  those  vehicles  which 
constituted  a  hazard  to  the  left-turning  vehicle  at  any  time  during  the 
turning  movement.  Thus,  a  left-turner  could  not  interrupt  a  steady 
stream  of  oncoming  traffic,  because  as  each  approaching  vehicle  passed, 
the  next  one  in  turn  would  become  a  hazard  to  the  turning  vehicle. 
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The  amendment  was  intended  to  resolve  this  question  by  adopting 
the  latter  view.  By  so  doing,  it  was  felt  that  a  greater  burden  would 
and  should,  be  placed  upon  a  left-turning  vehicle  than  upon  a  vehicle 
proceeding  straight  through  an  intersection.  Also,  the  amendment  was 
based  npol  the  p^remise  thlt  when  traffic  reaches  the  volume  where  le 
turns  would  become  practically  impossible,  the  solution  would  lie  m 
appropriate  traffic  engineering,  and  such  conflicts  could  not  possibly  be 
solved  bv  written  right-of-way  rules  alone.  ,.    .     .•        x,      -u 

Although  consideration  was  given  to  the  compete  elimination  of  sub- 
division (b)  in  1957,  that  provision  was  retained  with  the  thought  tnat 
thire  might  be  certain  instances  in  which  this  subdivision  would  be 
applicable,  such  as  the  following : 

(DA  left-turning  driver,  having  yielded,  continues  his  turn  but  is 
forced  to  stop  in  the  intersection  to  yield  to  a  pedestrian  m  a  crosswalk 
parallel  to  his  original  direction  of  travel ;  ^    .  • 

(2)  A  left-turning  vehicle  is  on  a  street  having  three  traffic  lanes  m 
each  direction.  After  having  yielded  to  f^^^ral  approaching  cars  there 
bpinp-  but  one  other  vehicle  well  back  from  the  intersection,  the  iett- 
tumfr  clmenres  his  tnrn.  The  vehicle  well  back  from  the  intersection 
speeds  up  and  moves  from  the  left  lane  into  the  right  lane,  attempting 
to  cut  in  front  of  the  left-turning  vehicle ;  and  ,      r  i  + 

(3)  A  left-turning  vehicle  is  stopped  at  a  signal.  When  the  light 
turns  green,  he  vields  to  approaching  vehicles  than  starts  his  turn.  A 
car  pa?ked  along  the  curb,  headed  in  the  opposite  direction,  suddenly 
pulls  out  from  the  curb  and  enters  the  intersection. 

In  these  examples,  if  oncoming  traffic  failed  to  yield  the  right-of-way 
subdivision  (b)  of  Section  551  would  provide  a  basis  for  enforcement 
action. 

Court  Interprefation  of  1957  Amendment 

The  Appellate  Department  of  the  Los  Angeles  Superior  Court  m 
People  V  Jia^er  (1958)  interpreted  Section  551  to  ^^qm^^^  he  left- 
turner  to  yield  the  right-of-way  only  to  those  vehicles  ^j^^f If  ^^^^.^^^utecl 
a  hazard  at  the  time  the  left-turning  vehicle  first  yielded  the  right-of- 
wav  The  court  relied  upon  the  provisions  of  subdivision  (b)  and  ap- 
ar'^ntl7ignored  the  obvious  legislative  intent  of  the  1957  amendment 
Xr/dded  the  words,  "hazard  at  any  time  during  the  turning  move- 

'"""The  effect  of  the  opinion  was  to  nullify  this  amendment  and  to  re- 
store much  of  the  confusion  in  the  interpretation  of  Section  5ol  which 
existed  prior  to  the  amendment. 

Proposed  1959  Amendments 

Because  of  the  interpretation  of  Section  551  in  the  M^/ier  case  it 
appeared  desirable  to  eliminate  the  requirement  m  subdivision  (b)  that 
a  vehicle  proceeding  straight  through  an  i^t^^f  ^^lon  must  yie  d  the 
ri-ht-of-wav.  It  was  also  felt,  however,  that  such  a  vehicle  should  not 
be  given  complete  immunity  from  civil  liability  in  the  event  of  reck  ess 
or  negligent  conduct.  Thus,  the  amendment  as  contained  m  A.  B.  21Z4 
(JohSson-1959)  was  designed  to  eliminate  the  duty  upon  the 
"straight  through"  driver  to  yield  the  right-of-way  from  a  criminal 
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standpoint,  but  to  preserve  the  duty  upon  such  driver  to  exercise  due 
care  from  a  civil  liability  standpoint. 

The  amendment  was  first  suggested  by  the  Los  Angeles  Police  De- 
partment, and  was  considered  and  approved  by  the  Advisory  Commit- 
tee on  Motor  Vehicle  Legislation.  It  was  patterned  somewhat  after  the 
language  of  subdivision  (b)  of  old  Section  562  of  the  Vehicle  Code, 
which  dealt  with  the  duty  of  the  driver  of  a  vehicle  to  exercise  due  care 
for  the  safety  of  the  pedestrian  crossing  a  roadway  at  a  location  other 
than  within  a  crosswalk. 

Under  the  proposed  Johnson  bill  a  left-turner  would  have  to  yield  to 
all  vehicles  coming  from  the  opposite  direction  until  there  was 'a  clear 
break  in  traffic  sufficient  to  give  him  a  reasonable  opportunity  to  effect 
the  left  turn  in  safety.  Under  those  circumstances,  the  driver  coming 
straight  through  would  have  to  refrain  from  reckless  or  other  highly 
improper  conduct  which  could  result  in  a  collision. 

Another  amendment,  similar  to  the  Johnson  bill,  was  introduced  by 
Senator  Christensen  (S.  B.  1018)  in  the  1959  Session.  During  the  final 
days  of  the  session  the  bill  was  heard  by  the  Senate  Judiciary  Commit- 
tee, which  decided  that  the  civil  liability  aspects  of  the  bill  should 
receive  additional  study  and  the  bill  was  referred  to  interim  study. 

C.  SUGGESTIONS  FOR  IMPROVING  SAFETY  ON 
STREETS  AND  HIGHWAYS 

(1)  Transportation  of  Flammables,  Corrosive  Liquids 
and  Radioactive  Materials 

As  of  April  1960,  there  were  1,301  tank  trucks,  490  tank  semitrailers 
and  1,531  full  trailers  licensed  to  carry  flammable  and  corrosive  mate- 
rials over  California 's  highways.  There  are  innumerable  different  local 
ordinances  pertaining  to  the  construction  and  operation  of  tank  trucks 
hauling  flammables.  There  are  cities  and  counties  requiring  a  variety  of 
construction  components  such  as  compartmentation,  internal  valves, 
dome  covers,  overturn  rails  and  the  like,  and  there  are  local  areas  where 
there  are  no  such  regulations.  United  States  government  installations 
have  other  differing  sets  of  regulations.  As  an  illustration  of  local 
variety,  Los  Angeles  City  and  Los  Angeles  County  have  different  sets 
of  tank  truck  classifications. 

The  increase  in  the  number  of  operating  tank  trucks  and  the  great 
variation  between  local  ordinances  has  led  to  a  situation  wherein  en- 
forcement and  uniformity  are  particularly  difficult  and  operation  of 
the  legitimate  trucking  business  is  adversely  affected.  There  is  no  uni- 
form construction  standard  to  protect  California 's  citizens  and  to  allow 
transporters  of  hazardous  cargoes  the  freedom  to  pursue  their  business 
throughout  the  State. 

To  conduct  a  study  into  practical  and  reasonable  requirements  repre- 
senting a  minimum  standard  of  fire  safety  was  the  purpose  of  House 
Resolution  No.  308,  introduced  at  the  1959  Session  by  the  late  Assem- 
blyman Seth  Johnson.  The  subject  matter  of  this  resolution  was  dis- 
cussed at  this  committee's  May  16-17,  1960,  Bakersfield  hearing  and 
October  3,  1960,  Los  Angeles  hearing.  These  hearings  were  devoted  to 
ascertaining  the  nature  and  extent  of  the  problems  involved  in  trans- 
porting flammable  and  corrosive  liquids,  to  determine  the  causes  of 
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accidents  involved  in  the  transport  of  these  materials  and  to  receive 
tangible  proposals  that  may  lead  to  correction  or  amelioration  o±  the 

^'^TherTcnrrentlv  are  six  sections  of  the  California  Vehicle  Code  deal- 
ing with  flammable  liqnids.  These  sections  define  those  liqnicls,  relate 
to  shutoff  valves,  traffic  control  of  vehicles  carrying  flammables  over 
grade  crossings,  the  display  of  identifying  signs  f  ^^\  11™  "^^f  .^^^^^  ^' 
hauling  flammables  from  carrying  explosives.  Federal  Interstate  Com- 
merce Commission  regulations  contain  approximately  50  different  sec- 
tions on  transportation  of  flammable  and  corrosive  liquids,  and  na- 
tional standards  may  not  apply  in  California.  , 

While  it  was  pointed  out  during  the  hearings  that  one  driver  error 
can  negate  all  structural  requirements,  the  adoption  of  uniform  regula- 
ions  for  the  construction  and  operation  of  vehicles  carrying  such  mate- 
rials was  desirable.  With  such  new  technological  developments  as  jet 
fuel  oxidizing  materials  for  rockets  and  others  it  was  also  stressed 
that  whatever  uniform  regulations  finally  were  adopted  by  California, 
application  of  those  regulations  should  not  be  too  narrow  to  exclude 
future  technological  developments  but  should  endeavor  to  cover  the 
whole  broad  range  of  dangerous  or  hazardous  cargoes. 

For  example,  the  transportation  companies  and  such  public  service 
agencies  as  the  fire  service  indicated  they  are  greatly  concerned 
?oclav  with  the  amount  of  material  that  is  being  moved  over  the  streets 
of  the  cities  and  towns  of  California  that  the  average  person  is  un- 
aware of  such  as  concentrated  fluorine  and  concentrated  materials 
uled  as  ekotic  fuels  in  jet  planes.  They  not  only  present  a  fire  hazard 
but  some  are  extremely  toxic,  even  more  so  or  equal  to  cyanide,  tor 
example.  Some  are  also  extremely  unstable.  _ 

Other  asTDCcts  of  this  subject  discussed  at  the  hearings  were  truck 
roi?t^ng^  hfspection  svstems,^nforcement  probleius,  financial  responsi- 
MU  111  accidents,  driver  qualifications,  types  of  commodities  trans- 
ported, identification  markings  on  trucks  National  Fire  Pjotec tiv 
Association  Standards  385  and  58,  and  the  evolution  ^^  the  Pacific 
Coast  of  a  method  of  design  known  as  "frameless  construction  Be- 
cause of  the  extremelv  technical  and  detailed  analysis  required  prior 
?o  any  presentation  of  equitable  and  uniform  regulations  m  this  field 
this  Jommittee  does  not  feel  competent  to  recommend  legislation  to 
solve  these  many  problems.  _ 

Following  the  Bakersfield  meeting,  an  advisory  committee  was  ap- 
pointed representing  such  areas  as  transporters,  tank  truck  manufac- 
fuiers  flammable  material  producers,  the  fire  services,  and  state  and 
locaTenforcement  agencies.  In  organizing  the  advisory  eommittee  it 
was  decided  to  divide  it  into  two  subgroups  for  the  initial  studies.  One 
Trou  studied  construction  standards,  design  criteria,  and  areas  not 
presently  covered  in  national  standards  or  felt  to  be  madequa  e  m 
national  standards;  the  other  group  worked  on  operatnig  procedures 
an  driver  qualifications.  Each  of  the  groups  hacl  meetings  m  various 
Xces  throughout  the  State.  On  August  4  and  5,  I960  the  two  sub- 
Toups  met,  each  with  its  basic  report  which,  m  effect,  created  the 
skeleton  on  which  the  advisory  committee's  report  and  recommenda- 
tions are  based.  The  advisory  committee's  report  is  included  herein  at 
Part  II,  B. 
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Another  subject  matter  under  discussion  at  the  committee's  October 
3,  1960,  Los  Angeles  hearing  was  that  contained  in  House  Resolution 
259  (Chapel— 1959),  relative  to  the  possible  need  for  additional  legisla- 
tion in  the  transportation  of  radioactive  materials.  Current  statutory 
requirements  in  this  field  are  contained  in  Division  14.5  of  the  Vehicle 
Code,  Sections  33000-33002.  These  sections  give  the  State  Fire  Marshal 
authority  to  adopt  rules  and  regulations  governing  the  transportation 
of  any  material  or  combination  of  materials  that  spontaneously  emits 
ionizing  radiation  not  exempted  from  the  packaging,  marking,  and 
labeling  requirements  of  the  Interstate  Commerce  Commission. 

Although  this  authority  was  granted  during  the  1959  Session,  the 
State  Fire  Marshal  had  not,  at  the  time  of  the  October,  1960,  meeting, 
held  any  hearings  on  proposed  regulations  because  of  his  unfamiliarity 
with  the_  subject  matter.  Testimony  froni  the  Fire  Marshal  indicated 
that  jurisdiction  in  this  matter  more  properly  belongs  to  the  State 
Department  of  Public  Health  since  radiation  hazards  are  more  closely 
related  to  health  problems  than  direct  fire  problems  and  because  the 
Fire  Marshal  does  not  have  staff  properly  trained  to  draft  and  to  en- 
force any  regulations  that  may  be  adopted. 

Assemblyman  Chapel,  author  of  the  1959  legislation  adding  Division 
14.5,  and  Col.  Alexander  Grendon,  California's  Co-ordinator  of  Atomic 
Energy  Development  and  Radiation  Protection,  agreed  that  a  transfer 
of  jurisidiction  would  be  logical  and  beneficial.  Currently  the  Atomic 
Energy  Commission  is  authorized  to  transfer  some  of  its  exclusive  con- 
trol of  radioactive  materials  to  those  states  ready  to  assume  control, 
and  if  and  when  California  assumes  som.e  authority  in  this  field,  testi- 
mony indicated  that  responsibility  for  licensing,  inspection  and 'trans- 
portation regulations  should  be  lodged  in  one  agency,  preferably  the 
State  Department  of  Public  Health. 

Expert  witnesses  further  felt  that  any  legislation  authorizing  such 
transfer  of  authority  from  the  State  Fire  Marshal  should  also  include 
clarifying  language  that  does  not  encourage  excessive  restrictions,  but 
requires  mandatory  adoption  of  regulations  with  enforcement  by  all 
state  and  local  agencies  with  the  capability. 

(2)   Regulating  Unsafe  Loads 
(a)  Unloading  Logs  at  Safe  Places 

The  perennial  problem  of  overload  on  trucks  using  public  highways 
and  endangering  other  highway  users  was  again  considered  by  the  com- 
mittee, especially  as  it  refers  to  unloading  logs. 

Current  statute  provides  that  traffic  officers  may  stop  unlawfully 
loaded  vehicles  and  require  correction  of  the  load  "at  a  suitable  place." 
Correction  or  adjustment  in  this  manner  leads  to  several  hazards,  not 
only  to  other  highway  users  but  to  logging  truck  drivers.  Dropping  a 
chain  or  binder  and  rolling  off  a  log  alongside  the  highway,  or  sawing 
off  parts  of  logs  and  leaving  them  is  extremely  dangerous  and  destroys 
merchantable  timber.  Danger  also  exists  where  drivers  attempt  re- 
loading or  removal  of  portions  of  a  load  to  render  it  safe  or  reduce  it 
to  lawful  limits  without  the  use  of  proper  equipment. 

To  attempt  alleviation  of  these  dangers.  Assembly  Bill  988  was  in- 
troduced by  Mr.  Belotti  during  the  1959  Session.  Provisions  of  this 
bill  would  have  permitted  moving  an  overloaded  vehicle  to  a  place 
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where  sufficient  and  proper  equipment  was  available  for  adjustment 
of  the  load.  Testimony  presented  at  the  committee  s  June  dU,  IJbU, 
San  Francisco  hearing,  where  the  subject  matter  of  the  bill  was 
discussed,  indicated  that  while  there  are  innocentand  c^eliberate  over- 
loads safety  factors  would  not  be  met  by  provisions  of  the  bill  since 
danger  to  the  motoring  public  would  still  exist  while  unsafe  loads 
were  being  moved  to  the  location  of  proper  unloading  equipment^ 

Additionally,  there  were  suggestions  that  perhaps  the  best  time  to 
correct  overloaded  vehicles  is  before  they  move  onto  the  highway. 
Other  suo-o-ested  solutions  ranged  from  requiring  companies  receiving 
loads  to  pay  overload  fines,  to  having  movable  weighing  stations  avail- 
able for  loo-cring  truck  use  wherever  they  entered  public  highways,  to 
re-examining  weight  tolerances  that  have  in  fact  become  maximums 
wherever  they  are  allowed. 

Committee  Findings 

The  committee  feels  that  efforts  to  determine  through  legislation 
"a  safe  place"  for  unloading  logs  are  beset  with  a  host  of  problems 
whose  solutions  are  not  easily  discernible  or  enforceable.  The  committee 
further  feels  that  the  best  solution  probably  lies  m  the  area  of  correct- 
ing overloads  prior  to  the  time  the  logging  trucl^  use  the  highway, 
and  that  additional  study  should  be  given  this  suggestion. 

(b)  Additional  Regulations  for  Loading  Cotton  Bales 

In  at  least  one  California  judicial  jurisdiction,  the  contention  exists 
that  although  general  code  sections  provide  that  all  loads  must  be  sate, 
the  absence  of  anv  specific  statute  or  regulation  covering  the  specific 
type  of  material  to  be  used  to  secure  cotton  bales  on  trucks  or  trailers 
makes  it  difficult  to  obtain  a  conviction  on  an  alleged  violation.  A 
driver  may  be  cited  for  hauling  an  unsafe  load,  but  according  to  one 
interpretation,  determination  of  guilt  and  levying  of  a  fine  is  not 
possible  because  details  of  what  constitutes  safe  loads  on  cotton  bales 

^^The  California  Highway  Patrol,  on  the  other  hand,  feelsthat  suffi- 
cient coverage  of  types  of  loads  not  described  specifically  is  altorded 
?n  general  terms  by  Section  24002  of  the  Vehicle  Code.  This  section 
prohibits  the  operation  of  unsafe  vehicles,  including  unsafely  loaded 
vehicles   providing  that  "*  *  *  It  is  unlawful  to  operate  any  vehicle 
or  combination  of  vehicles  which  is  in  an  unsafe  condition,  which  is 
not  equipped  as  required  by  this  code,  or  which  is  not  safely  loaded^ 
Section  24002,  then,  is  used  by  the  Highway  Patrol  as  the  citable 
section  for  prosecution  in  instances  of  alleged  unsafe  loads  of  cotton 
bales,  since  these  bales  are  not  specifically  covered  by  other  code  sec- 
There  currently  are  several  code  sections  detailing  the  binding  ma- 
terial and  height  of  load  relating  to  the  number  of  hay  bales.  And 
there  are  sections  applicable  to  securing  iron,  steel,  and  other  such 
products  for  which  administrative  regulations  are  being  drawn  up. 
The  desirability  of  maintaining  sufficient  flexibility  in  regulations  p 
the  event  better  methods  or  materials  develop  was  part  of  the  dis- 
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cussion  of  the  subject  matter  of  House  Resolution  32  (Winton — 1960 
1st  Ex)  heard  at  the  committee's  July  26,  1960,  San  Diego  hearing. 
Testimony  also  pointed  out  the  fact  that  the  Highway  Patrol  cur- 
rently has  no  authority  to  adopt  administrative  regulations  on  cotton 
bales.  Regarding  the  statutes  covering  hay  bales,  it  was  suggested 
that  these  regulations  in  the  code,  adopted  by  the  1957  Legislature, 
are  now  considered  obsolete  in  some  respects  and  should  be  corrected. 

Committee  Findings 

The  committee  finds  that  some  question  exists  in  some  quarters  re- 
garding the  application  of  general  code  sections  to  specific  types  of 
loads  deemed  to  be  unsafe.  If  specific  regulations  are  necessary  for 
clarity,  the  committee  recognizes  the  need  for  retaining  sufficient  flexi- 
bility in  such  regulations.  ^ 

The  committee  recommends,  therefore,  that  the  California  Highway 
Patrol  be  given  authority  to  draw  up  administrative  regulations  re- 
garding the  types,  number,  size  and  strength  of  binders  used  for  hay 
and  cotton  bales,  such  regulations  to  be  developed  in  conjunction  with 
proper  hearing  procedures. 

(3)   Consideration  of  Vehicle  Safety  Devices 

This  committee  cannot  recommend  the  use  or  nonuse  of  any  par- 
ticular device  used  as  a  vehicle  accessory.  Two  vehicle  safety  devices 
were  discussed  during  this  committee's  June  29-30,  1960,  San  Fran- 
cisco hearing  and  the  committee  received  testimony  on  the  advisability 
of  these  types  of  devices. 

Ignition  Lock  and  Brake  Reminder  Combination 

This  patented  device  is  not  currently  in  production,  but  would 
make  it  impossible  to  shut  off  the  engine  unless  the  emergency  brake 
had  been  applied.  It  could  either  be  adapted  to  automobiles  as  an 
accessory  or  could  be  installed  as  part  of  the  ignition  lock  at  the  manu- 
facturer 's  plant.  There  is  nothing  in  present  California  statute  prevent- 
ing the  sale,  installation  or  use  of  such  a  device. 

Concern  was  expressed  over  the  possibility  of  this  device  manufac- 
tured as  an  integral  part  of  the  ignition  lock  in  relation  to  widespread 
practices  of  automobile  manufacturers'  not  setting  hand  brakes  or 
engaging  transmission  lock  pins  during  car  shipments,  since  either  of 
these  actions  could  result  in  damage  to  cars  in  transit. 

Other  testimony  suggested  that  this  device  would  prevent  the  driver 
from  exercising  the  final  measure  of  control  in  the  event  of  brake 
failure — turning  off  the  ignition.  Similarly,  the  front  seat  passenger 
could  not  turn  oif  the  ignition  in  cases  of  sudden  driver  disability. 
Compressed  Air  Brake  Warning  Device 

This  device  connects  each  brake  assembly  to  a  button  on  a  truck 
dashboard  and  an  amber  light  showing  on  any  button  indicates  that 
particular  brake  assembly  in  need  of  attention.  This  device  indicates 
the  amount  of  push-rod  travel  on  each  brake,  the  driver  thereby  know- 
ing how  much  reserve  braking  power  there  is.  If  the  push-rod  travels 
too  far,  the  driver  knows  in  effect  that  he  is  running  out  of  brake.  This 
device,  currently  on  the  market  in  California,  is  used  by  some  truck- 
ing firms  and  there  is  nothing  in  statute  prohibiting  its  use. 
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Other  warning-  devices  currently  in  use  by  California  truckers  in- 
clude whistle  and  flag  systems  in  which  the  loss  of  compressed  air  is 
indicated  by  the  whistle  going  off  or  the  flag  coming  down  in  the  truck 
cab.  And  some  lumber  trucks  incorporate  a  type  of  device  bringing  the 
vehicle  to  a  complete  stop  in  case  of  air  failure. 

Practical  safety  devices  can  assist  drivers,  but  perhaps  driver  edu- 
cation and  alertness  are  the  key  factors  in  avoiding  accidents.  And 
with  all  brakes,  proper  maintenance  is  the  important  factor.  Testimony 
at  the  committee  hearing  was  to  the  effect  that  if  safety  devices  are 
properly  maintained,  their  use  was  advantageous,  but  a  burned  out 
microswitch  or  light  does  not  solve  the  problem  of  warning  the_  driver. 
Several  witnesses  said  that  the  important  thing  is  to  get  a  device  that 
will,  when  it  does  fail,  fail  safe. 

Additionally,  testimony  indicated  that  inside  cab  lighting  should 
be  kept  as  simple  and  functional  as  possible  since  too  many  lights  on 
the  dashboard  defeat  their  purpose  by  distracting  drivers.  At  the  hear- 
ing, drivers  themselves  questioned  whether  any  device  could  be  in- 
stalled economically  that  would  allow  for  the  many  different  causes 
of  brake  failure  such  as  broken  drums,  worn  linings,  faulty  adjustment, 
leaky  diaphragm,  and  etc.  They  also  stated  that  a  device  creating  move- 
ment or  sound  is  far  superior  to  a  flashing  light  not  seen  as  easily 
and  quickly.  The  recently  adopted  law  requiring  warning  devices  for 
air  pressure  showing  how  many  pounds  of  application  is  given  when 
going  downgrade  was  praised  by  drivers  as  a  useful  addition  to  truck 
safety  requirements. 

Commitfee  Findings 

(1)  The  committee  agrees  that  any  device  that  would  lessen  _  the 
number  of  accidents  should  be  given  consideration.  The  committee 
strongly  feels,  however,  that  any  such  device  should  be  thoroughly 
tested  by  the  California  Highway  Patrol.  Where  there  is  but  one_  pat- 
ented device  in  a  particular  field,  the  Legislature  cannot  act  officially, 
no  matter  the  degree  of  effectiveness  of  the  device.  If  the  device  is 
timely,  effective  and  approved,  and  made  available  to  the  public  through 
normal  commercial  channels,  the  committee  feels  the  public  will  accept 
the  device  and/or  manufacturers  will  install  it. 

(2)  The  committee  feels  that  no  matter  how  many  warning  devices 
there  might  be  in  a  truck  cab,  there  is  always  the  human  factor  that 
might  better  be  handled  through  education  rather  than  legislation. 
The  committee,  while  realizing  the  degree  of  risk  involved  in  depend- 
ence upon  some  particular  device  rather  than  a  proper  maintenance 
program,  feels  that  the  trucking  industry  and  the  California  Highway 
Patrol  should  engage  in  co-operative  testing  and  experimentation  to 
determine  the  efficacy  and  reliability  of  such  devices. 

(4)   Proposed  Testing  and  Approval  of  Tires 

For  Sale  in  California 

With  California's  developing  extensive  freeway  system  and  result- 
ant increase  in  high-speed  travel,  dependable  tires  are  an  important 
factor  in  highway  safety.  Concern  has  been  expressed  over  the  lack 
of  any  state  regulation  or  requirement  outlining  standards  to  be  met 
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by  new  tires  sold  for  use  on  California  automobiles.  Testing  of  auto 
lighting  equipment,  on  the  other  hand,  is  done  in  accordance  with 
Section  26100  of  the  Vehicle  Code  at  the  University  of  California  on 
S.A.E.  standards  and  specifications  developed  by  the  Department  of 
Motor  Vehicles.  Auto  glass  is  also  tested  for  adequacy  and  safety 
factors  at  private  laboratories. 

During  the  committee's  August  24,  1960,  Sacramento  hearing  devoted 
partially  to  an  analysis  of  the  effects  of  a  bill  that  would  prohibit  the 
sale  or  use  of  new  tires  unless  of  a  type  approved  by  the  California 
Highway  Patrol  (Assembly  Bill  1352,  Masterson— 1959),  testimony 
indicated  that  there  are  probably  in  excess  of  1,000  different  types 
of  tires  produced  by  manufacturers.  It  was  further  stated  that  exten- 
sive testing  is  carried  out  by  the  manufacturers,  that  all  grades  and 
types  of  tires  receive  identical  safety  tests,  and  that  constant  improve- 
ments are  made  not  only  in  testing  procedures  but  in  tire  strength 
and  safety  with  the  hope  of  developing  safe  tires  within  the  economic 
reach  of  everyone. 

It  was  suggested  that  the  State,  in  order  properly  to  test  types  and 
grades  of  tires  involved,  would  have  to  spend  approximately  40,000  test 
days_  and  probably  $25,000  to  purchase  just  one  piece  of  equipment 
required  for  testing,  a  resiliometer. 

Committee  Findings 

While  the  committee  certainly  would  not  want  to  compare  the  cost 
of  a  possible  accident  preventive  program  with  the  human  safety  fac- 
tor, it  does  feel  that  a  State  testing  program  mav  not  be  the  solution 
to  the  problem  suggested  by  AB  1352. 

D.  HEARING  PROCEDURES  ON  ADOPTION  OF  FREEWAY  LOCATIONS 

Procedures  followed  by  the  California  Department  of  Public  Works, 
Division  of  Highways,  in  freeway  location  hearings  have,  for  the  most 
part,  been  embodied  in  policy  resolutions  adopted  by  the  State  Highway 
Commission.  These  resolutions  have  been  amended  several  times  over 
the  years. 

For  example,  the  policy  resolution  adopted  in  1955  did  not  provide 
for  conferences  with  local  officials  or  for  public  hearings  until  sufficient 
engineering  and  economic  data  had  been  accumulated  to  support  a 
tentative  conclusion  as  to  the  basic  plan  for  the  location  of  the  freeway. 
The  1958  resolution  provides  for  such  conferences  at  the  initiation  of 
the  studies.  Another  difference  between  the  two  resolutions  is  the  1958 
resolution  requirement  that  consideration  of  information  submitted 
pursuant  to  Section  75.5  of  the  Streets  and  Highways  Code  be  con- 
tained both  in  the  Engineer's  report  to  the  commission  and  at  hearings 
held  by  the  commission. 

The  currently  operative  commission  freeway  location  policy  resolu- 
tion directs  the  Department  of  Public  AA^orks  to  act  in  accordance  with 
the  following  procedures : 

(1)  At  the  initiation  of  its  studies  for  a  freeway,  the  department 
shall  contact  all  local  governmental  bodies  and  other  agencies  affected 
to  ascertain  their  views,  and  shall  contact  and  consult  with  technicians 
and  other  personnel  in  those  agencies ; 
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(2)  The  department  must  call  to  the  local  agencies'  attention  Sec- 
tion 75.5  of  the  Streets  and  Highways  Code,  relating  to  local  com- 
munity values ; 

(3)  Following  accumulation  of  sufficient  data  and  information,  the 
department  must  publicize  local  hearings  to  discuss  plans  with  all  inter- 
ested groups  within  the  city  and  county  involved;  an  engnieer  from 
another  district  may  be  called  upon  to  holcl  the  hearing  to  attain 
greater  impartiality  in  extremely  controversial  situations; 

(4)  The  State  Highway  Engineer  is  then  directed  to  submit  to  the 
commission  a  report  covering  all  hearings  and  their  results,  including 
the  relationship  between  all  possible  locations,  all  local  agency  master 
plans  and  all  information  submitted  by  local  agencies  relating  to  com- 
munity values;  the  report  containing  this  information  must  be  accom- 
panied by  the  State  Highway  Engineer's  recommendation  for  the  pro- 
posed freeway ; 

(5)  The  State  Highwav  Engineer  then  is  directed  to  notify  local 
agencies  of  the  commission's  intention  to  consider  the  location  of  the 
freeway ; 

(6)  Local  agencies  may  request  or  the  commission  itself  may  call 
another  hearing ; 

(7)  If  a  hearing  is  requested,  public  notice  is  required  and  w^hen  the 
hearino-  is  held,  all  information  relating  to  community  values  gathered 
by  the^  State  Highway  Engineer  and  by  local  agencies  must  be  sub- 
mitted. .    .  ,.         -1     +• 

The  process  outlined  above  is  followed  by  commission  action  adopting 
the  freeway  route,  and  the  division  subsequently  negotiates  a  freeway 
agreement  with  local  governmental  agencies  for  alteration  of  local  roads 

Durino-'this  committee's  June  28,  1960,  San  Francisco  hearing,  where 
the  subject  matter  of  House  Resolution  120  (Meyers— 1960  1st  Ex.) 
was  considered,  Department  of  Public  Works  officials  made  no  claim 
to  perfection  in  current  hearing  procedures  on  adoption  of  freeway 
locations  These  officials  stressed  the  continuing  desire  of  the  depart- 
ment and  the  Division  of  Highways  to  change  and  improve  those  pro- 
cedures with  the  hope  of  improving  working  relationships  with  local 
a<^encies  in  the  controversial  subject  of  freeway  location.  Weaknesses 
in  current  procedures  undoubtedly  will  appear  as  freeway  construction 
creates  additional  impact  upon  local  entities  and  people.  The  depart- 
ment feels  it  can  more  easily  correct  these  weaknesses  as  they  appear  it 
the  policy  containing  the  procedures  is  easily  amended  and  not  em- 
bodied in  statute. 

Committee  Findings 

The  committee  feels  that  hearing  procedures  on  adoption  of  freeway 
locations  should  be  as  flexible  as  possible  while  remaining  reasonable 
and  equitable,  and  that  enactment  of  such  procedures  into  statute 
would  not  serve  the  ideal  of  flexibility  nor  allow  for  ready  modification 
at  the  time  future  needs  arise. 

The  committee  notes  that  the  Highway  Commission  constantly  re- 
views its  policy  resolutions  and  the  committee  feels  that  this  procedure 
should  continue. 
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E.  PROPOSED  TRANSFER  OF  THE  DRIVER  EDUCATION  AND  DRIVER  TRAIN- 
ING PROGRAM  FROM  THE  DEPARTMENT  OF  EDUCATION  TO  THE  DE- 
PARTMENT OF  MOTOR  VEHICLES 

California's  driver  education  program  started  during  World  War  II, 
and  initially  was  designed  to  provide  organized  pre-induction  courses 
on  various  armed  forces  driving  needs  and  to  train  drivers  for  such 
civilian  needs  as  school  buses  and  trucks.  Courses  in  these  fields  were 
placed  in  the  education  system  with  the  belief  that  adequate  driver 
training  could  best  be  done  by  and  was  the  proper  responsibility  of 
teachers.  Regular  courses  were  offered  by  qualified  teachers  who  had 
additionally  received  special  training  in  this  field. 

Today,  driver  education  has  become  a  state  educational  requirement 
and  has  encouraged  many  California  high^schools  to  offer  a  behind-the- 
wheel  driver  training  program  on  a  voluntary  basis.  Of  the  528  public 
high  schools  offering  driver  education  courses  in  1959,  438  (or  83  per- 
cent) offered  driver  training  courses.  Since  1953  and  through  the  1958- 
1959  school  year,  1,942,990  pupils  had  enrolled  in  the  classroom  phase 
and  392,684  students  had  engaged  in  the  behind-the-wheel  phase  of  the 
total  traffic  safety  program. 

In  1953,  the  year  state  financial  assistance  for  the  program  was  au- 
thorized, 26,521  students  completed  the  course,  and  in  1959,  96,842 
representing  an  increase  of  201  percent.  Additionally,  there  are  ap- 
proximately 3,600  people  employed  by  California  school  districts  to 
teach  driver  education  and  training,"  and  there  are  over  1,400  dual- 
controlled  automobiles  used  in  these  courses,  many  loaned  free  of 
charge  by  local  dealers. 

Financial  support  of  the  driver  education  program  evolves  from  Sec- 
tion 17305  of  the  Education  Code,  providing  $35  per  pupil  instructed 
in  driver  training,  and  Section  42050  of  the  Vehicle  Code,  providing  $1 
for  each  $20  of  fine  imposed  (or  for  each  $20  of  forfeited  bail)  for  vio- 
lation of  any  Vehicle  Code  section  or  city  or  county  ordinance  relating 
to  the  operation  of  a  motor  vehicle  except  parking  and  registration 
offenses. 

Responsibility  for  rules  and  regulations  governing  the  establishment, 
conduct  and  scope  of  driver  education  and  driver  training  in  California 
secondary  schools  is  lodged  with  the  Department  of  Education.  House 
Resolution  170  (Bee — 1959)  referred  to  this  committee  for  interim 
study,  and  discussed  during  the  November  20,  1959,  Los  Angeles 
hearing,  related  to  a  suggested  transfer  in  that  responsibility  to  the 
Department  of  Motor  Vehicles.  The  majority  of  witnesses  shared  the 
view  that  since  the  automobile  has  become  a  necessary  implement  of 
modern  living,  and  especially  so  in  California  with  its  high  percentage 
of  driver  miles  per  population,  we  must  look  to  the  schools  for  the 
development  of  the  knowledge,  attitudes,  habits,  and  skills  necessary 
if  we  are  to  drive  our  cars  and  live  in  relative  safety. 

Another  common  view  among  witnesses  at  the  hearing  reflected  the 
fact  that  the  best  time  to  train  a  driver  is  when  he  is  young,  most  recep- 
tive and  is  able  to  establish  good  driving  habits.  It  was  further  sug- 
gested that  schools  are  in  the  best  position  to  provide  this  vital  training 
to  young  people,  since  machinery  for  handling  the  program  exists 
within  the  school  department  framework  and  the  program  is  usually 
integrated  with  other  safety  programs. 
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Most  people  appearing  at  the  committee  hearing  echoed  the  feelings 
that  driver  training  is  an  educational  subject  rather  than  an  occu- 
pational orientation,  that  principles  of  good  teaching  are  the  same 
whether  directed  at  history,  English  or  driver  education,  and  that 
driver  education  and  driver  training  are  the  responsibility  of  the  public 
schools.  The  suggestion  that  perhaps  the  driver  education  phase  be 
handled  in  the  classroom  and  the  driver  training  phase  be  handled  by 
the  Department  of  Motor  Vehicles  was  almost  unanimously  opposed 
by  the  belief  that  it  is  not  educationally  sound  to  separate  instruction 
from  supervision  in  any  continuous  education  process  and  that  both 
phases  be  kept  together  by  the  responsible  agency. 

It  was  further  pointed  out  that  the  Department  of  Motor  Vehicles  at 
no  time  had  asked  for  the  proposed  transfer  of  the  driver  education 
program  and  that  the  department  probably  did  not  have  the  facilities, 
personnel  or  budget  to  undertake  the  job.  A  constitutional  question  of 
using  motor  vehicle  funds  for  this  type  of  program  was  also  raised._ 

The  following  witnesses  were  represented  at  the  committee  hearing, 
either  in  person  or  by  letter : 

Keith  Ball,  Chief,  Division  of  Field  Operation,  Department  of  Motor  Vehicles 
Dr.  John  R.  Eales,  Consultant  in  Secondary  Education,  State  Department  of  Edu- 
cation 
Dr.  Adolfo  de  Urioste,  Member,  San  Francisco  Board  of  Education 
Lawrence    L.    Kavich,    Assistant    Professor    of    Physical    Education,    Specialist    in 
Teacher  Training  Programs  in  Safety  Driver  Education,  Sacramento  State  College 
Donovan  F.  Cartwright,   Superintendent,  Tulare  Union  High   School  District,  and 

also  representing  California  Association  of  Secondary  School  Administrators 
Richard  Kaywood,  Chairman,  Health  and  Driver  Education  Department,  Anaheim 

Union  High  School 
R.  Wayne  Leasure,  District  Supervisor  of  Driver  Education,  Excelsior  Union  High 

School  District,  Los  Angeles 
Reg  Lichty,  Superintendent,  Plumas  Unified  School  District,  and  also  representing 

California  Association  of  Secondary  School  Administrators 
Melvin  T.  Schroeder,  Supervisor  of  Driver  Instruction,  Los  Angeles  City  School  Dis- 
tricts and  Vice  President,  California  Driver  Education  Association 
Cecil  G.  Zaun,  Supervisor  in  Charge,  Safety  and  Driver  Education  Instruction  Sec- 
tion, Los  Angeles  City  Schools 
Earl  Campbell,  California  Traffic  Safety  Foundation  and  California  Federation  of 

Safety  Councils 
Ralph  A.  Suppance,  Driving  School  Association  of  California 
John  S.  Urlaub,  President,  California  Driver  Education  Association 
J.  M.  Smith,  President,  Farmers  Insurance  Groups 
J.  B.  Branch,  President,  Allstate  Insurance  Company 

Vii-gil  P.  Anderson,  Public  Relations  Department,  California  State  Automobile  Asso- 
ciation 
Robert  J.  Cheney,  Manager,  Public  Safety  Department,  Automobile  Club  of  Southern 

California 
California  Congress  of  Parents  and  Teachers 

It  should  be  pointed  out  that  all  witnesses  were  in  favor  of  retain- 
ing the  driver  education  and  driver  training  program  in  the  Depart- 
ment of  Education. 
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Committee  Findings 

The  committee  feels  that  there  was  overwhelming  rejection  by  wit- 
nesses of  the  idea  of  transferring  the  responsibility  for  driver  educa- 
tion and  driver  training  programs  from  the  Department  of  Edncation 
to  the  Department  of  Motor  Vehicles.  The  committee  is  also  aware  that 
the  Citizens'  Advisory  Commission  to  the  Joint  Legislative  Committee 
on  Higher  Education  has  advocated  removing  the  driver  education  and 
driver  training  programs  from  the  Education  Code. 

This  interim  committee  feels  that  there  is  conclusive  evidence  that 
driver  education  for  youths  of  pre-driving  age  at  the  high  school  level 
is  a  good  thing  and  should  be  continued  under  administrative  direction 
of  an  agency  of  state  government. 

Note:  The  subject  of  driver  education  and  driver  training  is  also  discussed  in  this 
committee's  report  on  House  Resolution  381,  available  as  a  separate  document 
and  issued  as  Vol.  3,  No.  7  in  this  committee's  1959-1961  series. 

F.  ADVISORY  BOARDS 

(1)   Possible  Creation  of  a  Motor  Vehicle 
Department  Advisory  Board 

Supporters  of  the  creation  of  an  advisory  board  to  the  Director  of 
Motor  Vehicles  cite  the  growth  of  the  automotive  dealers'  industry 
and  the  growth  of  the  department  in  the  need  for  closer  liaison  between 
the  industry  and  the  director.  During  the  committee's  November  19, 
1959,  Los  Angeles  hearing,  devoted  partially  to  a  consideration  of  the 
subject  matter  of  Assembly  Bill  2539  (DeLotto — 1959),  testimony 
showed  that  there  have  been  very  few  instances  of  either  a  lack  of  liai- 
son or  examples  of  unfair  treatment  by  the  department. 

One  of  the  provisions  of  the  bill  that  would  have  created  a  five- 
member  board  supported  by  an  appropriation  from  the  Motor  Vehicle 
Board  related  to  a  review  procedure  of  disciplinary  actions  taken 
against  businesses  licensed  under  the  Vehicle  Code.  It  was  pointed 
out  during  the  hearing,  however,  that  seemingly  adequate  appeal  and 
review  procedures  exist  under  current  law.  Another  provision  of  the 
suggested  bill  dealt  with  a  review  of  proposed  legislation  affecting  such 
businesses ;  it  was  pointed  out  that  the  Advisory  Committee  on  Motor 
Vehicle  Legislation  is  currently  an  effective  group  operating  in  this 
area. 

Committee  Findings 

The  committee  feels  that,  although  it  is  commendable  that  the  indus- 
try desires  an  official  voice,  the  imposition  of  an  advisory  board  upon 
the  Department  of  Motor  Vehicles  would  result  in  no  rights  additional 
to  those  already  enjoyed  by  the  industry.  The  committee  also  feels  that 
the  creation  of  any  such  board  should  be  supported  by  the  industry  and 
not  be  included  in  California  statutes. 

(2)  Addition  of  Three  Members  to  the  State 
Communications  Advisory  Board 

The  State  Communications  Advisory  Board,  created  in  1947,  con- 
sists of  seven  members,  including  the  State  Director  of  Finance,  three 
representatives  from  state,  county  and  city  fire  services  and  three  from 
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those  jurisdictions'  law  enforcement  agencies.  In  1948,  the  Division 
of  Highways,  three  counties  and  no  cities  were  using  highway  radio 
services  and  in  1960  the  Division  of  Highways,  30  counties  and  nine 
cities  were  using  such  services. 

The  division  has  200  base  stations  and  approximately  1,100  mobile 
units,  counties  have  350  base  stations  and  about  2,000  mobile  units,  and 
the  cities  have  15  base  stations  with  300  mobile  units.  By  1963,  Fed- 
eral Communications  Commission  will  require  that  the_  three  ^  levels 
of  government  now  using  police  and  radio  frequencies  in  California 
must  use  separate  operations,  services  and  frequencies. 

The  advisory  board  attempts  to  improve  and  co-ordinate  the  use  of 
radio  and  other  communications  owned  and  operated  by  all  political 
subdivisions  to  avoid  duplication,  interferences  and  provide  for  econ- 
omy of  operations,  and  to  establish  a  service  whereby  a  properly  engi- 
neered and  well-planned  communications  program  may  be  provided 
to  all  public  agencies. 

To  do  its  job  in  the  face  of  the  tremendous  increase  in  services  and 
the  adoption  of  recent  federal  regulations,  the  advisory  board  and 
several  professional  associations  in  California  requested  the  Legislature 
to  add  three  additional  board  members,  one  each  to  represent  state, 
county  and  city  highway  services.  The  subject  matter  of  the  bill  pro- 
posing these  additions,  Assembly  Bill  2714  (Lowrey — 1959),  was  dis- 
cussed during  this  committee's  June  30,  1960,  hearing  in  San  Francisco. 

Testimony  seemed  to  indicate  that  a  better  operational^  use  of  various 
agency  radio  systems  is  advantageous  to  highway  users  in  case  of  acci- 
dent "or  closure  of  stretches  of  roadway,  and  that  co-ordinated  com- 
munications would  increase  the  efficiency  of  the  co-operating  agencies. 

Committee  Findings 

The  committee  feels  that  while  the  impact  upon  motor  vehicle  trans- 
portation by  the  addition  of  three  members  to  the  Communications 
Advisory  Board  will  be  slight,  evidence  presented  for  the  justification 
of  the  additional  personnel  to  increase  efficiency  could  not  be  ade- 
quately judged. 

The"  committee  respectfully  suggests  that  if  a  similar  bill  is  intro- 
duced in  the  1961  Session,  it  he  referred  to  a  committee  more  competent 
to  ascertain  and  judge  matters  of  efficiency  in  governmental  jurisdic- 
tions. 


PART  II 

REPORTS  AND  RECOMMENDATIONS  OF  THE  ADVISORY 

COMMITTEES  TO  THE  INTERIM  COMMITTEE  ON 

TRANSPORTATION  AND  COMMERCE 

A.   Preliminary  Report  of  the  Advisory  Committee  on 
Farm  Vehicle  Registration  Problems 

Alan  G.  Anderson,  Chairman 

October  27,  1960 
Honorable  L.  M.  Backstrand,  Chairman 

AssemMy  Interim  Committee  on  Transportatio7i  and  Commerce 
State  Capitol,  Sacramento,  Calif  oi'nia 

Mr.  Chairman  and  Gentlemen  op  the  Committee  :  Since  its  ap- 
pointment in  August  1960,  your  Advisory  Committee  on  the  Farm 
Vehicle  Registration  Problem  has  held  two  meetings — one  in  Sacra- 
mento on  September  7  and  one  in  Los  Angeles  on  October  3.  We  are 
pleased  to  submit  to  you  a  preliminary  report  on  the  progress  of  the 
committee.  As  there  are  yet  some  unanswered  questions  which  the 
committee  is  exploring,  it  is  not  possible  to  present  you  with  a  final 
report  and  recommendations  at  this  time. 

Studies  and  discussion  of  the  problem  have  brought  forth  tentative 
agreement  among  the  members  that,  as  a  matter  of  principle,  the  fol- 
lowing policies  should  guide  the  committee  in  consideration  of  final 
recommendations : 

1.  Fee  Exempt. 

Equipment  used  in  production  and  harvesting  of  agricultural 
products  and  used  exclusively  in  agricultural  operations. 

Examples : 

Tractors  Loaders 

Plows  Harvesters 

Discs  Pickers 

Spray  rigs  Balers 

2.  Identification  Plate — Permanent. 

Trailers  or  semitrailers  used  exclusively  in  transporting  imple- 
ments of  husbandry  and  tools  used  exclusively  for  the  production 
or  harvesting  of  agricultural  products  and  livestock,  including 
the  loading  thereof. 

Consideration  w^ould  be  given  to  recommending  a  permanent 
identification  plate,  at  a  fixed  minimum  fee,  which  plate  would  be 
valid  until  change  of  ownership  occurred. 

3.  Identification  Plate — Renewable. 

Trailers  and  semitrailers  owned  and  operated  exclusively  by  a 
farmer  used  in  off -highway  operations  and  used  only  incidentally 

(  44 ) 
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to  transport  agricultural  products  upon  the  highway  to  the  point 
of  first  handling.  Consideration  would  be  given  to  recommending 
identical  fee  treatment  to  that  now  provided  for  cotton  trailers. 

Recognizing  the  need  to  place  some  limitations  upon  vehicles  coming 
under  Category  No.  3,  above,  your  advisory  committee  is  investigating 
further  the  feasibility  of  accomplishing  this  by  means  of  a  gross  weight 
restriction.  Information  is  now  being  obtained  concerning  the  weight 
features  of  the  several  different  types  of  vehicles  used  by  farmers  which 
would  fall  within  this  category  and  which  could  logically  be  entitled  to 
this  type  of  identification  plate. 

With  the  excellent  progress  made  up  to  this  point,  your  advisory 
committee  is  hopeful  that  the  assignment  given  them  can  be  concluded 
with  one  more  meeting  and  a  final  report  and  recommendations  sub- 
mitted to  you  prior  to  January  1,  1961. 

Respectfully  submitted, 
(Signed)  Alan  G.  Anderson,  Chairman 

By:  Robert  E.  Hanley,  Secretary 

Members  of  the  Advisory  Committee 

Honorable  Myron  Frew,  Member  of  the  Assembly 

Honorable  Tom  Bane,  Member  of  the  Assembly 

Captain  Harold  K.  Jacobs,  California  Highway  Patrol 

Mr.  A.  J.  Veglia,  Department  of  Motor  Vehicles 

Mr.  Richard  Johnsen,  Jr.,  Agricultural  Council  of  California 

Mr.  Alan  G.  Anderson,  Private  Truck  Owners  Bureau 

Mr.  Robert  E.  Hanley,  California  Farm  Bureau  Federation 

B.  Report  of  the  Citizens'  Advisory  Committee  on  Transportation  of 
Flammable  and  Corrosive  Liquids 

W.  R.  Goss,  Chairman 

August  25,  1960 
The  Honorable  L.  M.  Bacltstrand 

Chairman,  AssemUy  Committee  on  Transportation  and  Commerce 
State  Capitol,  Sacramento,  California 

Dear  Mr.  Backstrand  :  The  Advisory  Committee  on  the  Transporta- 
tion of  Flammable  and  Corrosive  Liquids  has  had  a  number  of  meetings 
and  herewith  submits  an  interim  report  of  its  findings  and  recom- 
mendations. +  +    +-U 

The  purpose  of  any  legislation  which  may  be  adopted  pursuant  to  the 
recommendations  of  the  Advisory  Committee,  is  to  promote  the  uniform 
enforcement  of  law  and  to  minimize  the  dangers  to  life  and  property 
incident  to  the  transportation  of  flammable  and  corrosive  liquids,  and 
flammable  compressed  gases,  by  highway  motor  vehicles  engaged  m 
interstate  or  intrastate  commerce.  Further,  it  is  intended  m  the  legis- 
lation that  the  state  pre-empt  certain  areas  of  the  regulations  for 
vehicles  transporting  such  products  or  commodities,  as  may  be  con- 
tained in  state  law  or  administrative  regulations. 

Due  to  provisions  of  the  Public  Utilities  Act,  PUC  General^  Order  99 
should  be  amended  to  provide  identical,  or  substantially  identical,  regu- 
lations. 
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It  is  anticipated  that  applicable  provisions  of  the  law  should  be  placed 
in  the  Health  and  Safety  Code,  while  other  provisions  should  be  placed 
in  the  California  Motor  Vehicle  Code. 

The  committee  recommends  that  it  be  allowed  to  continue  its  advisory 
capacity  to  your  committee  in  order  to  more  adequately  complete  its 
study  and  findings.  The  following  is  the  substance  of  the  conclusions 
reached  at  a  meeting  of  the  entire  committee,  held  in  Los  Angeles  on 
August  5,  1960.  The  following  items  are  suggested  for  possible  inclusion 
in  the  Health  and  Safety  Code : 

1.  An  enabling  act  be  adopted  providing  that  the  State  Fire  Marshal 
adopt  rules  and  regulations,  in  accordance  with  the  Administrative 
Procedure  Act,  covering  the  design,  construction,  capacity  and 
nonhighway  operation  of  tank  vehicles,  for  flammable  and  corro- 
sive liquids;  such  enabling  act  to  designate  the  State  Fire  Marshal 
as  the  enforcing  agent  for  the  construction  and  nonhighway  opera- 
tion of  tank  vehicles,  with  provisions  for  local  enforcement  as  is 
now  done  with  Title  19  of  the  C.  A.  C. 

2.  As  a  guide  line  for  the  adoption  of  such  rules  and  regulations  the 
following  points  w^ere  agreed  upon  : 

(a)  National  Fire  Protection  Association  Standard  No.  385  be 
used  for  the  construction  of  tank  vehicles  for  flammable 
liquids,  with  certain  modifications  therein ;  and  with  further 
provisions  for  skin  stressed  monocoque  (frameless)  design. 

(b)  The  manufacturer  of  tank  vehicles  be  certified  by  the  State 
Fire  Marshal  to  construct  such  vehicles  in  conformance  with 
the  adopted  regulations.  Manufacturer  would  then  certify 
that  each  vehicle  conforms  to  the  regulations  by  applying  a 
metal  plate  to  the  vehicle  or  tank,  for  example. 

(e)  Specific  provisions  should  be  developed  for  "clean  bore"  de- 
sign. It  is  recommended  that  I.C.C.  minimums  be  used. 

(d)  I.C.C.  specifications  MC  310  and  MC  311  be  used  for  con- 
structing vehicles  transporting  corrosive  liquids. 

(e)  A  permit  be  required  to  operate  such  tank  vehicles,  and  an 
annual  inspection  be  mandatory  in  order  to  maintain  such 
permit. 

3.  That  definitions  be  adopted  defining  "flammable  liquid"  (as  de- 
fined in  Section  355  of  the  Motor  Vehicle  Code);  "flammable 
compressed  gas"  as  defined  in  Section  73.300  Tariff  No.  10,  I.C.C. 
regulations ;  and  the  words  ' '  tank  truck,  tank  vehicle,  tank  trailer 
and  tank  semi-trailer"  in  words  similar  to  that  in  NFPA  385. 

4.  Transportation  of  incompatible  materials  is  now  outlined  in  the 
Code  of  Federal  Regulations,  Chart  77.848. 

5.  A  suitable  system  of  marking  vehicles  which  are  transporting 
flammable  or  corrosive  liquids,  which  may  also  be  toxic  and/or 
unstable. 

The  following  items  are  recommended  for  inclusion  in  the  Motor 
Vehicle  Code,  with  enforcement  being  in  the  hands  of  the  Highway 
Patrol  and  local  police  departments,  the  Department  of  Motor  Vehicles, 
and  in  some  cases  with  provisions  for  other  local  enforcement: 
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1.  The  adoption  of  driver  qualifications,  such  as  contained  in  Part  7 
of  General  Order  99  of  the  California  Public  Utilities  Commission. 

2.  That  in  addition  to  the  regular  examination  for  either  a  chauf- 
feur's or  an  endorsed  operator's  license,  there  shall  be  a  further 
examination  of  drivers  intending  to  operate  vehicles  transporting 
flammable  and  corrosive  liquids,  and  flammable  compressed  gases. 

(a)  Such  examination  shall  include  the  driver's  knowledge  of  the 
hazards  to  life  and  property  relating  to  the  product  being 
transported. 

(b)  The  safeguards  to  be  taken  in  case  of  accident. 

3.  The  routing  of  such  tank  trucks,  and  the  use  of  the  streets  and 
highways  throughout  the  State. 

4.  Provisions  requiring  a  manifest,  memorandum  receipt,  bill-of-lad- 
ing,  shipping  order,  or  other  document  describing  the  type  of 
commodity  being  transported  and  its  quantity  at  the  time  of  ship- 
ment, be  in  the  possession  of  the  driver  during  the  course  of  such 
transportation. 

5  A  uniform  requirement  covering  the  marking  of  tank  vehicles 
with  the  word  "FLAMMABLE"  and  other  related  markings. 

6.  Provision  for  the  attachment  of  tank,  barrel,  drum,  or  cylinder 
not  designed  to  be  permanently  attached  to  a  vehicle. 

7.  Provisions  covering  procedures  for  disabled  vehicles  or  broken  or 
leaking  packages ;  and  the  provisions  necessary  when  a  flammable 
liquid  tank  vehicle  is  involved  in  an  accident. 

W.  R.  Goss 

Chairman,  Advisory  Committee  on 

Flammable  and  Corrosive  Liquids 

Members  Advisory   Committee   on   the   Transportation    of   Flammables   and 
Corrosive  Liquids 

William  R.  Goss,  Chairman,  Deputy  Fire  Chief,  City  of  Los  Angeles 
Chief  Raymond  M.  Hill,  Fire  Prevention  Bureau,  Los  Angeles  Fire 

Department 
L.  S.  Chappelear,  Jr.,  Western  Oil  and  Gas  Association 
B.  E.  Rogers,  Richfield  Oil  Corporation 
Bert  Trask,  California  Trucking  Association 
Tom  Knight,  Jr.,  California  Manufacturers  Association 
L.  S.  Durrell,  Industrial  Steel  Corporation 
Charlie  Sands,  Interstate  Commerce  Commission 
Alan  G.  Anderson,  Private  Truck  Owners  Bureau  of  California 
T.  E.  Rogers,  Public  Utilities  Commission 
Captain  H.  K.  Jacobs,  California  Highway  Patrol 
Jay  Michael,  League  of  California  Cities 
Veru  Cannon,  California  Teamsters  Legislative  Counsel 
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C.   Report  of  the  Special  Subcommittee  on  Authorized  Emergency 
Vehicles  of  the  Advisory  Committee  on  Motor  Vehicle  Legislation 

Alan  G.  Anderson,  Chairman 

November  29,  1960 
The  Honorable  L.  M.  Backstrand 

Chairman,  Assembly  Inierim  Committee 
on  Transportation  and  Commerce, 
State  Capitol,  Sacramento,  California 

Dear  Mr.  Backstrand  :  The  Advisory  Committee  on  Motor  Vehicle 
Legislation  upon  your  request  of  August  8,  1960,  was  asked  to  assist 
the  Assembly  Interim  Committee  on  Transportation  and  Commerce  in 
the  formulation  of  a  program  relating  to  the  classification,  use  and 
operation  of  authorized  emergency  vehicles.  Subsequent  to  the  request 
of  the  interim  committee  a  special  subcommittee  of  the  Advisory  Com- 
mittee on  Motor  Vehicle  Legislation  was  appointed. 

The  committee  reviewed  Assembly  Bill  2540  of  the  1959  Session, 
which  has  been  referred  to  the  interim  committee  and  devoted  con- 
siderable time  to  the  general  problems  involving  the  operation  of  au- 
thorized emergency  vehicles  of  law  enforcement  agencies,  life  saving 
agencies  and  tbe  fire  service.  It  being  the  consensus  of  the  committee 
that  the  definitions  of  authorized  emergency  vehicles  should  include 
only  the  basic  emergency  services,  the  committee,  being  composed  of 
qualified  persons  and  familiar  for  a  number  of  years  with  problems  in- 
volved in  the  classification  of  such  vehicles  and  constant  attempts  to 
expand  the  emergency  vehicle  status  to  other  than  the  vehicles  provid- 
ing basic  emergency  services,  recommends  the  following  program : 

1.  Redefine  authorized  emergency  vehicles  to  include  within  this 
definition  only  those  vehicles  used  in  the  basic  services:  police, 
fire  and  life  saving. 

2.  Permit  the  commissioner  of  the  California  Highway  Patrol  to 
issue  emergency  vehicle  permits  to  other  vehicles  upon  a  showing 
that  the  services  provided  by  these  vehicles  are  necessary  to  the 
public  health  and  safety. 

3.  Require  the  commissioner  of  the  California  Highway  Patrol  to 
test  and  approve  required  or  permitted  red  or  amber  warning 
lights  to  be  mounted  upon  vehicles  and  sirens. 

4.  Permit  only  the  use  upon  vehicles  of  approved  required  or  per- 
mitted warning  lights  after  a  certain  date. 

5.  Permit  installation  of  required  or  permitted  warning  lights  upon 
vehicles  but  only  in  accordance  with  mounting  instructions  issued 
by  the  Commissioner  of  the  California  Highway  Patrol. 

6.  Add  a  section  to  the  Vehicle  Code  providing  that  the  driver  of  any 
vehicle  approaching  a  vehicle  displaying  a  flashing  amber  warning 
light  shall  reduce  speed  and  proceed  past  the  vehicle  only  with 
caution. 

7.  Add  a  section  to  the  Vehicle  Code  providing  that  the  driver  of 
any  vehicle  approaching  a  vehicle  displaying  a  flashing  or  steady 
burning  red  warning  light  shall  stop  and  remain  stopped  until  he 
has  determined  that  he  can  proceed  with  safety. 
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8.  Revision  of  applicable  sections  of  Vehicle  Code  to  permit  certain 

vehicles  to  display  flashing  amber  v/arning  lights  instead  of  the 

presently  required  red  warning  light. 

Testimony  before  the  interim  committee  and  the  findings  of  members 

of  the  advisory  committee  indicate  the  plan  as  set  forth  above  is 

necessary  for  the  safety  and  general  welfare  of  the  citizens  of  the  State 

of  California  and  for  operators  of  emergency  vehicles. 

.  The  Advisory  Committee  on  Motor  Vehicle  Legislationin  presenting 
these  recommendations  has  been  glad  to  assist  the  interim  committee. 

Sincerely, 

(Signed)   Alan  G.  Anderson 

Chairman,  Technical  Subcommittee 

Members  of  the  Subcommittee 

Mr.  Alan  G.  Anderson,  Chairman 

Mr.  Virgil  Anderson,  California  State  Auto  Association 

Mr.  E.  L.  Albrecht,  Sr.,  California  State  Fireman's  Association,  Inc. 

Mr.  Frank  Baxter,  Division  of  Highways 

Inspector  Owen  Held,  Los  Angeles  Fire  Department 

Captain  Harold  K.  Jacobs,  California  Highway  Patrol 

Mr.  G.  P.  Larsen,  Private  Truck  Owners  Bureau  of  California 

Mr.  Earl  Sorenson,  Division  of  Highways 

Chief  Harold  W.  Sullivan,  Los  Angeles  Police  Department 

Mr.  Clifford  Woodrell,  Pacific  Telephone  &  Telegraph 

Mr.  Roland  Worthy,  Automobile  Club  of  Southern  California 

D.  Statement  Submitted  by  the  Advisory  Committee  on 
Motor  Vehicle  Legislation 

William  B.  Cleves,  Chairman 
Virgil  P.  Anderson,  Secretary 

November  1,  1960 
The  Honorahle  L.  M.  Backstrand 

Chairman,  AssemMy  Interim  Committee 
on  Transportation  and  Commerce, 
State  Capitol,  Sacramento,  California 

Dear  Mr.  Backstrand:  The  Advisory  Committee  on  Motor  Vehicle 
Legislation  sincerely  appreciates  this  opportunity  to  file  with  the 
Assembly  Interim  Committee  on  Transportation  and  Commerce,  a 
report  of  its  activities  and  studies  on  motor  vehicle  legislation  prior 
to  the  1961  Regular  Session  of  the  California  State  Legislature. 

■  For  informational  purposes  we  have  set  forth  in  this  report,  a  brief 
resume  of  the  history  of  the  advisory  committee.  This  also  includes 
an  outline  of  advisory  committee  procedures  and  policy  in  connection 
with  its  endeavors  to  be  of  assistance  in  formulating  legislation  for  the 
safe  and  orderly  operation  of  vehicles  on  the  streets  and  highways  of 
California. 

It  is  indeed  a  pleasure  to  have  the  opportunity  to  submit  the  at- 
tached, report  for  the  consideration  of  your  interim  committee. 

Sincerely, 

William  B.  Cleves,  Chairman 
Virgil  P.  Anderson,  Secretary 
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Advisory  Committee  on  Motor  Vehicle  Legislation 

The  Advisory  Committee  on  Motor  Vehicle  Legislation  consists  of 
representatives  of  organizations  interested  in  all  phases  of  the  motor 
vehicle  industry  and  the  safe  and  orderly  use  of  the  streets  and  high- 
ways of  our  State.  At  the  present  time  it  consists  of  representatives 
from  86  organizations  representing  a  statewide  interest  or  broad  geo- 
graphical area.  In  addition,  it  also  has  representatives  from  nine  agen- 
cies of  the  state  government  who  actively  participate  in  all  of  its 
functions. 

The  Advisory  Committee  on  Motor  Vehicle  Legislation  traces  its 
origin  from  a  group  which  was  initially  organized  and  known  as  the 
Motor  Vehicle  Conference.  This  parent  organization  participated  in 
studies  on  many  of  the  problems  confronting  the  early  day  motorist  in 
California  and  worked  with  various  members  of  the  State  Legislature 
in  formulating  and  developing  laws  covering  the  registration  and 
licensing  of  motor  vehicles  as  well  as  the  development  of  the  various 
rules  of  the  road.  It  was  composed  of  representatives  of  various  or- 
ganizations such  as  the  Agricultural  Legislative  Committee,  the  Auto- 
mobile Club  of  Southern  California,  the  California  Peace  Officers 
Association,  the  California  State  Automobile  Association,  the  County 
Supervisors  Association,  the  Los  Angeles  Motor  Car  Dealers  Associa- 
tion, the  State  Federation  of  Farm  Bureaus,  and  such  state  agencies  as 
the  Division  of  Motor  Vehicles  and  the  Legislative  Counsel  Bureau. 

The  California  Legislature,  during  the  1931  Regular  Session  created 
a  joint  committee  consisting  of  five  members- — three  from  the  California 
State  Senate  and  two  from  the  State  Assembly.  The  resolution  creating 
this  joint  committee  charged  it  with  the  responsibility  of  studying  motor 
vehicle  laws  then  in  effect  and  to  thereafter  return  to  the  Legisla- 
ture with  recommendations  on  consolidation  and  improvements  that  it 
deemed  necessary  and  proper.  In  addition  the  resolution  creating  this 
joint  committee  also  provided  for  the  appointment  of  an  advisory  com- 
mittee to  include  representatives  of  various  agencies,  official  and  unoffi- 
cial, concerned  with  motor  vehicle  legislation. 

Early  in  1932,  the  Advisory  Committee  on  Motor  Vehicle  Legislation 
was  organized  and  established  by  this  legislatve  interim  committee. 
Organizational  procedures  established  at  that  time  also  provided  for 
an  elected  chairman,  vice  chairman  and  secretary.  Following  its  estab- 
lishment, the  advisory  committee  assisted  the  legislative  interim  com- 
mittee in  a  multitude  of  tasks  assigned  to  them  for  study.  The  initial 
major  accomplishment  was  the  assistance  rendered  to  the  legislative 
interim  committee  in  the  preparation  of  a  report  which,  among  other 
things,  advocated  a  recodification  of  the  vehicle  laws  as  well  as  certain 
substantive  changes  in  the  laws  themselves. 

Thereafter  the  Legislative  Counsel  Bureau  and  a  drafting  committee 
of  the  advisory  committee  prepared  the  text  of  the  proposed  new  code 
which  ultimately  led  to  the  introducton  of  a  California  Code  Commis- 
sion draft  in  the  1935  Session.  This  proposed  draft  was,  as  a  matter  of 
course,  enacted  into  law  and  became  Chapter  27,  Statutes  of  1935. 

Since  that  time,  the  Advisory  Committee  on  Motor  Vehicle  Legisla- 
tion has  continued  as  a  voluntary  association  of  representatives  of  the 
motor  vehicle  industry  dedicated  to  these  early  established  principles 
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of  being  of  assistance  to  the  Legislators  of  both  houses  in  research  and 
development  of  legislation  pertaining  to  motor  vehicle  transportation 
and  the  motor  vehicle  industry. 

Organization  of  the  advisory  committee  has  remained  substantially 
the  same  over  these  nearly  three  decades.  It  is  a  loosely  knit  organiza- 
tion, having  but  three  officers  the  same  as  when  started — namely,  a 
chairman,  vice  chairman  and  a  secretary.  Generally,  meetings  are 
held  during  the  interim  period  between  sessions  of  the  Legislature.  The 
advisory  committee  has  endeavored  to  retain  its  function  as  a  forum  to 
which  proposals  are  submtted  for  study. 

In  order  to  facilitate  studies  of  the  various  proposals  submitted,  the 
advisory  committee  has  established  four  regular  standing  subcommit- 
tees as  follows : 

No.  1  Registration — This  subcommittee  reviews  all  matters  relating 
to  registration  of  vehicles,  certiticates  of  title,  dealer's  licens- 
ing, auto  wreckers,  taxes  and  reciprocity. 
No.  2  Drivers'  Licenses  and  Financial  Besponsihility — This  subcom- 
mittee considers  all  matters  relating  to  operators'  and  chauf- 
feurs' licenses  as  well  as  security  and  financial  responsibility 
laws. 
No.  3  Bnles  of  the  Eoad  and  Procedures — This  subcommittee  con- 
siders all  proposals  on  traffic  laws  as  set  forth  in  Division  11 
of  the  Vehicle  Code,  procedures  in  Division  17  and  penalties, 
fines  and  forfeitures  covered  in  Division  18  of  the  Vehicle 
Code. 
No.  4  Technical — This  subcommittee  considers  all  matters  relating 
to  equipment  and  the  size,  weight  and  loading  of  vehicles  as 
set  forth  in  Divisions  12,  13,  14  and  15  of  the  Vehicle  Code. 

In  addition  to  the  regular  standing  subcommittees,  a  drafting  sub- 
committee is  also  maintained  on  a  permanent  basis.  All  proposals  ap- 
proved by  the  advisory  committee  are  referred  to  this  body  for  the 
purpose  of  finalizing  a  proper  draft  to  be  considered  by  the  Legislature. 

On  many  occasions,  special  subcommittees  have  been  established  for 
the  purpose  of  studying  special  or  unique  problems  arising  in^  the 
field  of  motor  vehicle  transportation.  One  such  special  subcommittee 
that  was  formed  in  1958  and  is  maintained  on  a  continuing  basis  at 
the  present  time  is  the  Special  Subcommittee  on  Smog. 

Created  for  the  purpose  of  researching  and  collectively  studying  the 
problem  of  air  pollution  and  the  contribution  made  by  the_  internal 
combustion  engine  used  in  the  present  day  motor  vehicle,  this  special 
subcommittee  held  a  series  of  meetings  giving  detailed  consideration 
to  the  many  complexities  involved.  With  the  able  assistance  of  scientists 
and  technicians  who  assisted  the  advisory  committee  in  their  research, 
recommendations  were  made  which  it  is  hoped  will  help  in  this  pioneer- 
ing effort  to  clear  up  the  air  we  breathe. 

It  is  to  be  expected,  as  in  any  new  field  of  law  and  regulation  that 
additional  problems  will  arise.  As  a  result,  the  Special  Smog  Subcom- 
mittee is  being  retained  on  a  continuing  basis  to  assist  in  studies  on 
air  pollution  that  will  achieve  the  desired  objectives  without  imposing 
harsh  and  undue  restrictions  on  the  motoring  public. 
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With  respect  to  proposals  considered  by  the  advisory  committee, 
it  should  be  pointed  out  that  they  originate  in  many  ways.  A  goodly 
number  are  submitted  by  individuals.  Many,  of  course,  are  submitted 
by  participating  organizations  and  another  large  group  originate 
within  various  agencies  of  the  state  government. 

Although  the  committee  itself  is  composed  of  regularly  designated 
representatives  of  the  member  organizations  and  agencies,  it  has  always 
fostered  and  encouraged  submission  of  any  proposal  relating  to  the 
motor  vehicle  industry  and  each  proponent  is  given  every  opportunity 
for  an  adequate  hearing  to  explain  the  merits  of  his  proposal  before 
the  committee.  It  should  be  stated  that  whatever  action  is  taken  by 
the  full  committee  on  the  approval  or  disapproval  of  any  individual 
proposal,  the  proponent,  of  course,  ma^  properly  seek  its  passage 
through  legislative  processes.  In  that  event,  it  is  also  perfectly  proper 
for  advisory  committee  representatives  to  appear  before  any  legisla- 
tive committee  considering  the  same  and  to  testify,  as  a  matter  of 
record,  on  the  action  previously  taken  in  the  considerations  of  the 
advisory   committee. 

Lastly,  it  should  be  stated  that  the  studies  and  deliberations  of 
the  advisory  committee  are  always  undertaken  in  an  atmosphere  of 
rendering  a  service  in  the  development  of  legislation  relating  to  the 
safe  and  orderly  use  of  motor  vehicles  upon  the  highways  of  our 
State.  Because  of  the  broad  and  varied  representation  on  the  com- 
mittee, it  is  the  desired  objective  that  these  studies  produce  a  properly 
balanced  program  worthy  of  consideration  by  the  Legislature  in  their 
wisdom. 

Advisory  Committee  Studies  Prior  to  1967  Regular  Legislative  Session 

The  Advisory  Committee  on  Motor  Vehicle  Legislation  held  two 
meetings  during  1960.  Another  meeting  was  tentatively  scheduled  to 
be  held  during  the  early  part  of  December,  1960.  In  all  probability 
an  additional  meeting  will  be  necessary  during  the  month  of  Janu- 
ary, 1961,  in  order  to  conclude  its  studies  on  the  proposals  that  have 
been  submitted. 

Up  to  November  1,  108  proposals  were  submitted  to  the  committee 
for  its  study.  Of  these,  63  received  approval,  10  were  disapproved, 
18  were  withdrawn  by  their  proponents,  8  were  held  over  for  further 
explanation  or  consideration  and  no  action  was  taken  on  the  remain- 
ing 9.  In  addition,  a  substantial  number  was  submitted  for  inclusion 
on  the  agenda  for  the  next  regularly  scheduled  meeting  and  it  was 
expected  that  additional  proposals  may  also  be  submitted  prior  to 
that  time. 

The  subject  matter  of  authorized  emergency  vehicles  was  an  item 
given  considerable  study  by  the  advisory  committee  during  this  period. 
The  technical  subcommittee  at  the  request  of  Chairman  Backstrand 
of  the  Assembly  Interim  Committee  on  Transportation  and  Commerce 
had  been  requested  to  review  present  provisions  of  the  Vehicle  Code 
relating  to  authorized  emergency  vehicles. 

Need  for  this  study  stemmed  from  the  many  classifications  of  author- 
ized emergency  vehicles  that  have  been  set  forth  in  the  provisions 
of  the  Vehicle  Code.  Having  as  its  objective  the  desirability  of  in- 
creasing the  effectiveness  of  the  use  of  sirens  and  red  lights  in  use 
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by  police,  fire,  ambulance  and  life-saving  vehicles,  the  advisory  com- 
mittee worked  in  conjunction  with  the  legislative  committee  in  the 
preparation  of  a  proposed  revision  of  these  provisions  in  the  Vehicle 
Code.  A  draft  has  been  prepared  which  will  endeavor  to  give  more 
effective  public  recognition  to  the  display  of  warning  lights  on  these 
vehicles.  It  is  also  hoped  that  this  proposed  legislation  will  return 
the  original  philosophy  on  the  meaning  of  red  and  amber  lights  for 
the  guidance  of  the  motoring  public.  This  will,  of  course,  result  in 
the  curtailment  of  certain  vehicles  from  having  the  privilege  of  an 
authorized  emergency  vehicle  status. 

As  is  only  natural,  the  question  of  providing  proper  laws  governing 
the  movement  of  traffic  upon  the  streets  and  highways  of  our  State 
continues  to  receive  a  great  deal  of  consideration  by  law  enforce- 
ment agencies,  traffic  engineers,  safety  organizations  and  generally, 
the  public  as  a  whole.  Numerous  suggestions  have  been  made  to  add 
to,  amend  or  clarify  present  rules  of  the  road  which  are  outlined  in 
Division  11  of  the  Vehicle  Code.  It  is  believed  that  the  membership 
of  the  advisory  committee  is  particularly  well  qualified  to  consider  this 
broad  general  subject  in  view  of  the  diversified  background  of  the 
members  of  the  committee  consisting  as  they  do  of  traffic  engineers, 
traffic  law  officials,  representatives  of  organized  motorists  and  repre- 
sentatives of  the  various  agencies  of  the  state  government  who  are 
primarily  concerned  with  the  use  and  operation  of  motor  vehicles. 
All  proposals  are  thoroughly  discussed  and  considered  to  foster  any 
changes  in  these  laws  on  a  well-balanced  basis. 

Proposals  have  been  approved  clarifying  the  law  on  such  subjects  as 
erection  and  maintenance  of  proper  signs  and  signals,  special  stop 
requirements  for  vehicles  approaching  railway  grade  crossings,  local 
regulation  on  removal  of  vehicles  and  stopping  requirements  for  motor- 
cycles among  others.  One  of  the  most  serious  of  matters  studied  was 
that  on  the  subject  of  drunk  drivers.  Scientific  tests  for  intoxication 
administered  by  qualified  persons  has  been  uniformly  recognized  as 
being  scientifically  accurate  in  determining  intoxication.  In  order  to 
further  control  the  dangers  inherent  in  drinking  drivers  using  our 
highways,  the  advisory  committee  recognized  the  desirability  of  estab- 
lishing into  law,  presumptions  as  to  the  intoxication  of  any  person 
arrested  while  operating  a  motor  vehicle  and  found  to  have  an  alcoholic 
bodily  fluid  content  evidencing  intoxication  as  established  by  recognized 
medical  standards.  A  proposal  will  be  submitted  by  the  advisory  com- 
mittee to  establish  these  presumptions  into  law  with  the  objective  of 
promoting  the  safer  operation  of  motor  vehicles  upon  our  highways  and 
to  relieve  the  traveling  public  from  the  dangers  of  the  drinking  driver. 

Another  problem  considered  was  that  of  the  enforcement  of  weight 
limits  on  commercial  vehicles.  Presently  enforcement  officers  may 
require  the  driver  of  an  overloaded  vehicle  to  remove  a  portion  of 
the  load  so  as  to  render  it  safe  within  the  limits  permitted.  Because 
of  the  fact  that  unloading  could  not  always  be  accomplished  with 
safety,  an  amendment  has  been  prepared  to  this  code  section  to  give 
the  officer  discretionary  authority  to  prohibit  further  movement  of 
the  overloaded  vehicle  until  a  permit  has  been  obtained  from  the  De- 
partment of  Public  Works  as  is  presently  authorized  under  Vehicle 
Code  Section  35780. 
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One  of  the  primary  areas  of  confusion  in  connection  with  the  opera- 
tion of  traffic  enforcement  vehicles  and  other  authorized  emergency 
vehicles  has  been  the  provision  exempting  emergency  vehicles  from 
certain  provisions  of  the  Rules  of  the  Road  as  set  forth  in  Division  11 
of  the  Vehicle  Code.  Because  of  the  innumerable  exceptions  and  many 
separate  sections  listed,  an  intolerable  problem  was  created  for  the 
individual  officer  in  attempting  to  determine  just  what  his  exemptions 
actually  were.  A  clarifying  draft  to  expedite  understanding  of  the 
exemptions  granted  under  this  code  will  be  submitted  for  the  pur- 
pose  of   clarifying  this   section. 

Because  of  the  rapidly  accelerated  growth  of  vehicle  usage  in  Cali- 
fornia, many  other  problems  have  arisen  in  connection  with  the  opera- 
tion of  motor  vehicles  throughout  the  8tate.  Special  problems  which 
have  been  presented  and  which  we  feel  have  been  solved  by  the  action 
of  the  Advisory  Committee  on  Motor  Vehicle  Legislation  are  as  follows. 

One  such  example  concerns  Section  21451  of  the  Vehicle  Code  which 
permits  vehicles  to  proceed  through  or  to  make  a  right  or  left  turn 
at  an  intersection  controlled  by  an  official  traffic  control  signal  when 
a  green  or  go  sign  is  exhibited  except  in  cases  where  vehicles  or 
pedestrians  are  lawfully  within  the  intersections  or  crosswalks.  Local 
interpretation  of  this  section  had  extended  the  definition  of  inter- 
section to  include  adjacent  crosswalks  which  are  sometimes  25  to  30 
feet  back  from  the  legal  ''entrance"  to  the  intersection.  Appropriate 
drafts  to  correct  this  situation  will  be  presented  to  the  Legislature. 
Additionally,  it  has  been  discovered  that  the  failure  of  the  Vehicle 
Code  to  properly  distinguish  the  terms  "roadway"  and  "highway" 
in  various  provisions  of  the  Rules  of  the  Road  had  created  interpreta- 
tion problems  that  were  apparently  at  variance  with  the  original 
intent  of  certain  provisions  as  set  forth  in  the  Vehicle  Code.  In  order 
to  obtain  uniformity  in  interpretation  of  these  terms,  appropriate 
corrections  have  been  made  to  these  sections  of  the  Code  to  be  pre- 
sented to  the  Legislature. 

Another  problem  considered  by  the  advisory  committee  was  that 
concerning  passengers  riding  on  open  vehicles  such  as  trucks  or  station 
wagons  wherein  such  passengers  have  on  occasion  been  found  riding 
in  extremely  hazardous  positions  with  legs  hanging  over  the  tailgate 
or  on  trucks  without  sidegates  with  legs  hanging  over  the  left  side. 
At  present,  these  actions  are  not  in  violation  of  any  provisions  in 
the  Vehicle  Code.  A  draft  of  proposed  legislation  will  be  submitted 
to  the  Legislature  in  order  to  eliminate  the  dangerous  practice.  It 
had  also  been  found  that  although  California's  Vehicle  Code  presently 
contains  a  section  prohibiting  a  person  from  standing  in  a  roadway  for 
the  purpose  of  soliciting  a  ride,  no  control  is  present  in  the  case  of 
vendors  or  other  persons  standing  in  the  street  and  soliciting  employ- 
ment or  business  from  the  driver  of  any  vehicle.  A  solution  to  this 
problem  in  the  form  of  proposed  legislation  will  also  be  submitted 
by  the  advisory  committee. 

For  a  great  number  of  years  the  Advisory  Committee  on  Motor 
Vehicle  Legislation  has  participated  in  a  study  of  speed  regulation. 
From  time  to  time,  proposals  have  been  submitted  to  the  Legislature 
for  its  consideration  outlining  the  thinking  of  the  advisory  committee 
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on  changes  in  our  speed  laws  which  were  felt  to  be  necessary  in  order 
to  secure  proper  control  over  the  speed  of  our  motor  vehicle  traffic 
and  at  the  same  time  without  becoming  unduly  restrictible  and  without 
taking  away  any  of  the  desirable  features  of  mobility  which  the  motor 
vehicle  has' brought  to  our  people.  In  this  connection,  a  proposal  will 
be  submitted  to  the  Legislature  this  year  for  its  consideration  recom- 
mending an  increase  in  the  speed  limit  for  vehicles  towing  trailers. 
The  advisory  committee  has  concluded  that  this  is  most  desirable 
in  order  to  gain  more  uniformity  in  speed  limits  for  the  various 
classes  of  vehicles  using  the  highway  and  commensurate  with  sound 
safety  practices. 

The  motor  vehicle  industry  itself  is  in  a  continual  process  of  devel- 
oping new  equipment,  lights,  signals,  and  other  safety  features  on  their 
products.  As  a  result,  the  advisory  committee  has  always  endeavored  to 
keep  abreast  of  such  developments  and  to  provide  amendments  and 
clarifications  of  the  code  for  the  proper  use  of  this  newly  developed 
equipment.  Proposals  which  have  been  studied  and  drafted  by  the 
advisory  committee  will  be  submitted  to  the  Legislature  for  the  purpose 
of  clarification  and  authorization  of  the  use  of  this  new  equipment. 

One  of  the  most  important  problems  confronting  this  State  from  year 
to  year  is  that  of  traffic  accidents.  Numerous  proposals  have  been 
made  to  solve  this  accident  problem  through  the  technique  of  law  en- 
forcement. The  advisory  committee  most  certainly  recognized  that  there 
is  always  a  minority  of  motor  vehicle  operators  that  must  be  controlled 
through  proper  enforcement.  Every  effort  should  be  made  to  insure 
that  the  safe  driver  be  given  every  assistance  in  the  promoting  of  law 
enforcement  that  will  make  the  highways  safe  for  his  use. 

Additionally  it  should  be  stated  that  California  is  recognized  as  one 
of  the  leaders  in  solving  the  traffic  accident  problem  through  education. 
The  advisory  committee  through  a  special  subcommittee  is  studying  the 
question  of  age  limits  for  operators  of  motor  vehicles.  Involved  in  this 
study  is  the  question  as  to  whether  the  age  limits  for  operators  should 
be  increased  unless  the  applicant  has  completed  a  course  in  driver  edu- 
cation and  driver  training  or  has  otherwise  completed  a  course  in  driver 
training  from  a  private  driving  school.  It  is  hoped  that  from  this  study 
a  recommendation  may  be  offered  to  the  Legislature  at  the  beginning 
of  the  1961  Regular  Session  of  the  Legislature. 

Over  the  many  years  serious  problems  have  been  incurred  with  the 
proper  regulation  of  mufflers  and  exhaust  noises.  Even  as  recently  as 
1956,  the  advisory  committee  participated  in  a  study  at  that  time  made 
by  the  Assembly  Interim  Committee  on  Transportation  and  Commerce. 
Noise  measurement  evaluation  scales  in  use  at  that  time  were  reported 
to  be  impractical.  The  Advisory  Committee  on  Motor  Vehicle  Legisla- 
tion, nevertheless,  intends  to  continue  with  its  research  on  the  problem. 
At  the  present  time  the  technical  subcommittee  has  been  delegated  the 
task  of  studying  the  problem.  They  will  endeavor  to  obtain  the  assist- 
ance of  technicians  in  this  field  and  plan  on  consulting  with  interested 
legislators. 

Lastly,  the  Advisory  Committee  on  Motor  Vehicle  Legislation  has 
accorded  full  recognition  to  House  Resolution  381  (1959  Regular  Ses- 
sion). The  Assembly  Interim  Committee  on  Transportation  and  Com- 
merce has  pioneered  in  a  study  of  Ownership,  Operation  and  Use  of 
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Motor  Vehicles  in  an  effort  to  review  and  analyze  the  functions  of  law 
and  to  safeguard  and  facilitate  the  operations  of  our  rapidly  growing 
highway  transportation  system.  The  advisory  committee  and  its  repre- 
sentatives have  made  every  effort  to  keep  abreast  of  and  to  encourage 
the  objective  analysis  presently  undertaken  by  this  Assembly  com- 
mittee. 

Keviewing  the  functions  of  state  government  bearing  on  ownership, 
operation  and  use  of  motor  vehicles  and  analyzing  it  piece  by  piece  will 
prepare  and  equip  our  State  for  the  tremendous  job  ahead  in  regulating 
expected  traffic  which  undoubtedly  will  be  greatly  increased  within  the 
next  20  years.  The  advisory  committee  recognized  that  this  review 
bolstered  by  available  factual  data  will  render  a  service  to  legislators 
not  only  in  the  present,  but  in  the  futuxe  who  want  to  deal  with  prob- 
lems in  this  field.  Ultimately  it  must  lead  to  better  services  and  pro- 
tection for  the  public.  The  Advisory  Committee  on  Motor  Vehicle 
Legislation  at  their  most  recent  meeting  recommended  by  a  unanimous 
vote  that  the  advisory  committee  go  on  record  as  recommending  that 
the  Legislature  during  the  1961  Regular  Session  adopt  a  resolution 
calling  for  the  continuation  of  the  Assembly  interim  committee's  three- 
phase  study  on  the  ownership,  operation  and  use  of  motor  vehicles  as 
embodied  in  the  provisions  of  House  Resolution  381  (1959  Regular 
Session) . 

The  advisory  committee  will,  it  is  hoped,  complete  studies  and  review 
the  many  proposals  which  have  been  submitted  to  it  and  are  expected 
for  the  following  meetings  and  it  is  its  desire  that  they  be  presented  in 
time  to  the  proper  legislative  committees  of  the  Legislature  with  recom- 
mendations in  draft  form. 

Our  sincere  appreciation  is  expressed  to  the  members  of  the  Legisla- 
ture who  have  invited  the  Advisory  Committee  on  Motor  Vehicle  Legis- 
lation to  submit  this  report  of  its  activities. 
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LETTER  OF  TRANSMITTAL 

Assembly  Interim  Committee  on  Fish  and  Game 

Sacramento,  California,  January  2, 1961 

The  Honorable  Ralph  M.  Brown, 

Speaker  of  the  AssemUij, 
Memhers  of  the  Assembly 

Assembly  Chamber,  Sacramento 

Dear  Sir-  This  report  of  the  Assembly  Interim  Committee  on  Fish 
and  Game  contains  findings  and  recommendations  and  the  substan- 
tiatino-  material  on  which  those  findings  and  recommendations  are 
based  on  the  subject  matter  assigned  to  this  committee  for  study  during 
the  1959-60  interim. 

The  pro  forma  bills  submitted  herewith  will  be  presented  as  committee 
bills  in  the  1961  General  Session. 

Respectfully  submitted,  . 

Pauline  L.  Davis,  Chairman 
Assembly  Interim  Committee 
on  Fish  and  Game 
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FINDINGS 

1  Support  of  tlie  Department  of  Fish  and  Game  primarily  obtains 
from  the  sale  of  hunting  and  fishing  licenses  and  subventions  from 
the  federal  government. 

Immediately  prior  to  the  1957  Session  the  revenues  from  the  sale 
of  fishing  and  hunting  licenses  declined  to  the  point  that  the  Fish  and 
Game  Preservation  Fund  was  going  into  the  red.  As  a  result,  the 
Legislature  increased  the  license  fees,  but  in  doing  so  required  (through 
enactment  of  Fish  and  Game  Code  Section  13005)  that  50  percent  of 
all  revenue  attributable  to  the  increase  in  license  fees  established  by 
the  1957  Legislature  shall  not  be  made  available  for  expenditure  unless 
they  are  specifically  appropriated  by  the  Legislature.  As  of  October 
6,  1960,  $4,254,186  had  been  collected  as  that  amount  representing  50 
percent  of  the  sum  attributed  to  the  license  fee  increase.  The  State 
Controller's  records  indicate  that  only  $100,000  of  that  sum  has  been 
specifically  appropriated  for  expenditure,  leaving  a  balance  of  $4,- 
154,186. 

These  funds  are  often  referred  to  as  "frozen  funds"  which  ^is  mis- 
leading All  of  the  monies  collected,  including  the  so-called  "frozen 
funds,"  are  deposited  in  the  Fish  and  Game  Preservation  Fund  from 
which  the  support  and  capital  outlay  appropriations  for  the  Department 
of  Fish  and  Game  are  made.  In  reality,  these  funds  constitute  only  a 
working  reserve  upon  which  the  Department  of  Fish  and  Game  may 
draw  when  expected  revenues  fail  to  materialize,  and  it  becomes  neces- 
sary for  the  department  to  use  them  to  meet  current  budgeted  expenses. 
Additionally,  this  accumulation  makes  available  for  immediate  expenses 
that  portion  of  the  department's  income  which  would  otherwise  be 
designated  as  an  operating  reserve  . 

It  is  being  demonstrated  that  the  increased  fee  structure  has  not 
developed  sufficient  income  to  permit  the  Department  of  Fish  and 
Game  to  continue  the  program  level  it  desires.  In  an  attempt  to  keep 
from  spending  more  than  its  revenue,  the  department  has  made  and 
is  making  adjustments  within  its  program  structure  to  allow  for  the 
unexpected  decline  in  revenue. 

During  the  last  18  months,  the  trend  in  license  sales  has  been  down- 
ward, which  indicates  that  additional  scrutiny  must  be  given  to  the 
programs  of  the  Department  of  Fish  and  Game  or  they  will  be  faced 
with  another  license  fee  increase. 

The  subventions  from  the  federal  government  are  granted  under 
provisions  of  the  "Federal  Aid  in  Wildlife  Restoration  Act"  which  is 
more  popularly  known  as  the  Pittman-Robertson  Act  and  the  "Fed- 
eral Aid  in  Fish  Restoration  Act,"  known  as  the  Dingell-Johnson  Act. 
The  Pittman-Robertson  Program  is  supported  to  the  extent  of  75  per- 
cent by  the  federal  government  and  25  percent  by  the  State.  The  pro- 
gram "consists  of  the  management  of  waterfowl  areas  and  deer  ranges 
as  well  as  conducting  studies  and  investigations  concerning  food  habits, 
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the  effect  of  brush  removal  on  game  ranges,  wildlife  diseases,  big  game 
and  the  effect  of  economic  poisons  on  wildlife.  The  Dingell-Johnson 
Act  provides  the  federal  authority  to  finance  75  percent  of  a  program  of 
fisheries  management  in  co-operation  with  the  state  governments.  The 
State 's  share  is  25  percent  as  is  the  case  for  game  management.  The  pro- 
gram includes  such  projects  as  stream  and  lake  improvement  and 
studies  concerning  various  fish  and  their  management. 

Individual  projects  in  both  programs  are  basically  recommended  by 
the  Department  of  Fish  and  Game.  The  type,  purpose  and  duration  of 
the  project  must  then  be  approved  by  federal  authorities  before  the 
department  can  proceed.  The  department  cannot  use  these  projects  as 
substitutes  for  work  that  it  might  otherwise  do  as  its  own  program  at 
full  state  expense.  v 

2.  The  committee  undertook  a  brief  study  of  the  fish  and  game 
license  procedure  which  tentatively  indicated  that  the  present  system 
of  using  stamps  to  validate  the  licenses  is  unsatisfactory,  particularly 
in  the  opinion  of  the  license  agents.  But,  the  committee' was  unable  to 
obtain  any  material  expression  from  the  license-buving  public  as  to  the 
criticisms  they  may  have  of  the  licensing  procedures.  In  view  of  this,  it 
IS  our  finding  that  additional  investigation  in  this  area  is  in  order. 

3.  Judicial  interpretation  of  the  Fish  and  Game  Code  does  not  re- 
quire the  licensee  to  have  the  license  in  his  possession  when  he  is  fishing 
or  hunting.  This  creates  a  substantial  law  enforcement  problem  for  the 
fish  and  game  warden.  To  enforce  the  licensing  requirements,  the 
warden  is  compelled  to  undertake  a  great  deal  of  follow-up  work  in  as- 
certaining whether  the  person  observed  fishing  or  hunting  was  actually 
licensed  as  required  by  law.  Interrogations  made  of  the  warden  force 
reveal  that  they  wholly  subscribe  to  the  requirement  that  the  fisherman 
and  hunter  have  his  valid  license  in  his  immediate  possession  when  fish- 
ing or  hunting.  The  committee  further  found  that  if  this  provision  were 
precisely  stated  in  the  Fish  and  Game  Code,  the  effectiveness  of  the  game 
warden  force  would  be  materially  enhanced,  thereby  accruing  an  actual 
savings  to  the  Fish  and  Game  Preservation  Fund. ' 

4.  The  committee  undertook  a  field  trip  to  investigate  the  matter  of 
establishing  a  uniform  season  from  September  1  to  December  31  for 
the  taking  of  sardines  to  be  used  in  a  reduction  plant  rather  than  the 
present  season  of  September  1  to  December  31  in  designated  districts 
and  from  August  1  to  December  31  elsewhere,  which  is  the  subject  of 
A.B.  21.  The  field  trip  gave  the  committee  an  opportunity  to  observe 
that  the  problem  involved  here  extends  into  the  jurisdiction  of  the 
federal  government,  encompassing  problems  that  are  beyond  the  control 
of  the  California  Legislature. 

5.  Field  trips  were  conducted  by  the  committee  into  the  matter  of 
the  taking  of  abalone  in  the  Districts  7  and  10  waters  not  less  than 
30  feet  in  depth  and  at  least  50  feet  from  the  mean  low  tide  mark  which 
IS  the  subject  of  A.B.  826.  It  was  apparent  that  this  problem  will  re- 
quire extensive  field  research,  employing  personnel  and  equipment  not 
available  to  the  committee  to  do  an  adequate  job  of  obtaining  back- 
ground material. 
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6  The  proposal  of  A.B.  1818  involving  the  fixing  of  amounts  of  sar- 
dine catches  that  may  be  used  for  reduction  purposes  was  considered 
during  field  trips  of  the  committee.  It  was  found  that  this  matter  in- 
volves many  highly  technical  considerations  requiring  extensive  field 
study  employing  personnel  and  equipment  not  readily  available  to  the 
committee. 

7  Field  trips  were  conducted  relative  to  the  matter  of  using  trawl 
nets  in  waters  not  less  than  three  nautical  miles  from  the  nearest  point 
of  land  on  the  mainland  shore,  which  is  the  subject  of  A.B.  1923.  The 
committee  found  that  the  problems  involved  extend  into  the  jurisdiction 
of  the  federal  government,  encompassing  problems  that  are  beyond  the 
control  of  the  California  Legislature. 

8  Field  trips  were  conducted  into  the  matter  of  possessing  and 
using  trawl  nets  or  dragnets  from  September  1  through  April  31  m 
District  19  not  less  than  two  nautical  miles  from  the  nearest  point  ot 
land  on  the  mainland  shore  and  north  of  a  line  drawn  east  and  west 
throuo-h  Point  Hueneme  which  is  the  subject  of  A.B.  1924.  The  com- 
mittee found  that  the  problems  encountered  here  also  extend  into  the 
jurisdiction  of  the  federal  government. 

9  The  committee  studied  the  matter  of  authorizing  the  Fish  and 
Game  Commission  to  prescribe  regulations  under  which  fish  contests 
conducted  in  waters  of  the  Pacific  Ocean  must  be  administered  m  order 
to  be  exempt  from  any  prohibition  against  giving  a  prize  or  inducement 
for  the  taking  of  fish  as  envisioned  by  A.B.  1977.  Due  to  the  additional 
workload  that  this  may  cast  upon  the  Department  of  Fish  and  (^ame, 
which  as  previously  stated  is  in  financial  straits,  additional  investigation 
is  advisable. 

10  In  the  matter  of  providing  fish  and  game  and  recreational  en- 
hancement features  in  water  projects  at  the  time  they  are  constructed, 
the  committee  made  the  following  findings : 

a  There  was  exceptionally  strong  support  from  sportsmen,  labor, 
"  agriculture  and  local  government  to  incorporate  enhancement 
features  in  any  and  all  water  projects  as  a  nonreimbursable  cost  at 
the  time  the  project  is  initially  constructed. 

b.  The  cost  of  developing  enhancement  features  after  the  initial  con- 
struction of  a  water  project  is  very  high. 

c  Statutes  governing  the  construction  of  water  projects  now  exclude 
'  mandatory  consideration  of  fish  and  game  and  recreational  en- 
hancement features  in  facilities  to  be  constructed  by  the  State 
government. 

d  There  is  a  need  for  providing  funds  for  the  purpose  of  planning 
and  constructing  fish  and  game  and  recreational  facility  enhance- 
ment features  in  the  construction  of  water  projects. 
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RECOMMENDATIONS 

1.  That  the  Fish  and  Game  Code  be  amended  to  provide  that  any 
person  licensed  under  the  provisions  of  the  Fish  and  Game  Code  shall 
have  the  license  issued  to  him  in  his  immediate  possession  at  all  times 
when  engaged  in  any  activity  that  requires  a  license  issued  under  the 
provisions  of  the  Fish  and  Game  Code  and  when  so  engaged,  shall  dis- 
play the  license  issued  to  him  upon  demand  of  any  peace  'officer  en- 
forcing the  provisions  of  the  Fish  and  Game  Code.  Any  violation  of 
this  provision  should  be  reasonable  caus^  for  a  peace  officer  enforcing 
the  provisions  of  the  Fish  and  Game  Code  to  issue  the  violator  a  notice 
to  appear  before  the  appropriate  court.  However,  any  charge  under 
such  a  provision  should  be  dismissed  when  the  person  charged  produces 
in  court  a  license  duly  issued  to  such  person  under  the  provisions  of 
the  Fish  and  Game  Code  which  is  valid  at  the  time  of  his  arrest,  except 
that  upon  a  third  or  subsequent  charge  under  such  a  provision,  the 
court  in  its  discretion  may  take  other  action. 

2.  That  the  federal  congress  be  memorialized  to  conduct  appropriate 
investigations  into  the  problems  facing  the  Pacific  Coast  commercial 
fishery. 

3.  That  an  addition  be  made  to  Chapter  10,  commencing  at  Section 
11900,  Part  3  of  Division  6  of  the  Water  Code  and  that  Section  6816 
of  the  Public  Resources  Code  be  amended  relating  to  payment  of  costs 
of  water  projects  attributable  to  fish  and  wildlife  and  recreation  and 
making  an  appropriation  therefor. 

4.  That  the  Fish  and  Game  Code  be  amended  to  provide  that  the 
State  of  California  be  specifically  required  to  provide  for  the  preserva- 
tion of  fishlif  e  in  the  same  manner  as  other  owners  of  dams  and  conduits. 


(10) 


PROPOSED  LEGISLATION 

An  act  to  add  Section  1061  to  the  Fish  and  Game  Code,  relating  to  li- 

censes. 
The  people  of  the  State  of  California  do  enact  as  follows: 

Section  1.     Section  1061  is  added  to  the  Fish  and  Game  Code,  to 

read  * 

1061  Every  person  shall  have  in  his  immediate  possession  any  re- 
quired license,  and  license  stamps  or  tags,  when  required,  while  hunting 

or  fishing.  ,  i.     •        ^  „ 

On  arrest  for  violation  of  this  section,  the  person  may  be  issued  a 
notice  to  appear  in  court  and  if  at  such  appearance  the  person  produces 
a  valid  fishing  or  hunting  license,  and  stamps  or  tags  when  required, 
authorizing  the  activity  engaged  in  at  the  time  of  the  arrest,  and  the 
court  finds  it  was  duly  issued  to  him  and  valid  at  the  time  ot  the 
arrest  but  not  in  his  immediate  possession,  the  court  shall  dismiss 
charges  under  this  section,  unless  the  court  finds  the  arrest  is  the  per- 
son's third  or  subsequent  arrest  for  violation  of  this  section  It  the 
arrest  is  the  third  or  subsequent  arrest  the  court  may  either  dismiss 
the  action  or  proceed  under  the  charges. 


An  act  to  add  Chapter  10  (commencing  at  Section  11900)  io  Part  3  of 
Division  6  of  the  Water  Code,  and  to  amend  Section  6816  of  the 
PuUic  Resources  Code,  relating  to  payment  of  costs  of  water  projects 
attrihutaUe  to  fish  and  wildlife  and  recreation,  and  making  an  appro- 
priation therefor. 

The  people  of  the  State  of  California  do  enact  as  follows: 

Section  1.     Chapter  10  (commencing  at  Section  11900)  is  added  to 

Part  3  of  Division  6  of  the  Water  Code,  to  read : 

Chapter  10.     Reimbuesement  of  Costs  Attributable 
TO  Fish  and  Wildlife  and  Recreation 

Article  1.     State  Policy 

11900  The  Legislature  finds  and  declares  it  to  be  necessary  for  the 
general  public  health  and  welfare  that  facilities  for  the  storage,  con- 
servation or  regulation  of  water  be  constructed  in  a  manner  consistent 
with  the  full  utilization  of  their  potential  for  the  enhancement  of  fish 
and  wildlife  and  to  meet  recreational  needs;  and  further  finds  and 
declares  that  the  providing  for  the  enhancement  of  fish  and  wildiite 
and  for  recreation  in  connection  with  water  storage,  conservation,  or 
regulation  facilities  benefits  all  of  the  people  of  California  and  that  the 
project  construction  costs  attributable  to  such  enhancement  of  fish  and 
wildlife  and  recreation  features  should  be  borne  by  them. 

(11) 
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It  is  the  purpose  of  this  chapter  to  provide  for  the  planning  and 
construction  of  water  storage,  conservation,  and  regulation  facilities 
and  associated  fish  and  wildlife  and  recreation  features  consistent  with 
this  declaration  and  to  provide  funds  therefor  on  a  continuing  basis. 

11901.  Any  portion  of  the  cost  of  a  project  paid  by  funds  pursuant 
to  this  chapter  shall  not  be  considered  a  part  of  the  construction  costs 
for  the  purpose  of  fixing  the  rates  to  be  charged  for  water  or  power 
from  the  project. 

Article  2.     Definitions 

11903.  As  used  in  this  chapter,  "project"  means  any  physical  struc- 
ture to  provide  for  the  conservation,  storage,  or  regulation  of  water, 
constructed  by  the  State  itself  or  by  the  State  in  co-operation  with  the 
United  States. 

Article  3.     Application 

11905.  The  provision  of  this  chapter  shall  apply  to  the  Central 
Valley  Project  and  every  other  project  constructed  by  the  State  itself 
or  by  the  State  in  co-operation  with  the  United  States,  including,  but 
not  limited  to,  the  State  Water  Resources  Development  System. 

11906.  In  any  project  constructed  by  the  State  in  co-operation  with 
the  United  States,  the  funds  made  available  under  this  chapter  shall 
be  limited  to  that  portion  of  the  construction  costs  attributable  to  the 
enhancement  of  fish  and  wildlife  and  to  recreation  that  the  State  is 
obligated  to  furnish. 

Article  4.     Planning  and  Construction  of  Projects 

11910.  There  shall  be  incorporated  in  the  planning  and  construc- 
tion of  each  project  such  features  (including,  but  not  limited  to,  addi- 
tional storage  capacity)  as  the  department,  after  consultation  with  the 
Department  of  Fish  and  Game,  the  Division  of  Small  Craft  Harbors 
and  the  Division  of  Beaches  and  Parks  of  the  Department  of  Natural 
Resources,  determines  necessary  or  desirable  to  permit,  on  a  year- 
around  basis,  full  utilization  of  the  project  for  the  enhancement  of  fish 
and  wildlife  and  for  recreational  purposes  to  the  extent  that  such 
features  are  consistent  with  other  uses  of  the  project,  if  any. 

11911.  In  planning  and  constructing  any  project,  the  department 
shall,  to  the  extent  possible,  acquire  all  lands  and  locate  and  construct, 
or  cause  to  be  constructed,  the  project  and  all  works  and  features  inci- 
dental to  its  construction  in  such  a  manner  as  to  permit  the  use  thereof 
for  the  enhancement  of  fish  and  wildlife  and  for  recreational  purposes 
upon  completion  of  the  project. 

11912.  Funds  expended  under  this  chapter  shall  be  used  to  provide 
for  the  enhancement  of  fish  and  wildlife  and  for  recreation  and  shall 
not  be  used  for  preservation  of  fish  and  wildlife. 

Article  5.     Financing 

11913.  All  moneys  transferred  to  the  department  by  Section  6816 
of  the  Public  Resources  Code  are  appropriated  without  regard  to  fiscal 
years  for  expenditure  pursuant  to  this  chapter  to  meet  the  require- 
ments of  Sections  11910,  11911,  and  11912.  The  department  shall  not 
make  any  such  expenditure  with  respect  to  any  project  unless  and  until 
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the  expenditure,  and  the  plans  for  enhancement  of  fish  and  wildlife, 
and  recreation,  for  the  project  have  been  approved  by  the  Calitornia 

Water  Commission.  .     .    ,       i  i  f^„  „,o+n-r. 

11914  The  department  shall  alter  the  rates  to  be  charged  for  water 
or  power  from  any  project  on  which  funds  under  this  chapter  are  to 
be  expended  to  reflect  any  change  in  the  allocation  of  costs  which  would 
result  from  the  expenditure  of  funds  under  this  chapter. 

Sec.  3.     Section  6816  of  the  Public  Resources  Code  is  amended  to 

68i6  All  moneys  and  remittances  received  by  the  State  pursuant 
to  this'  chapter,  except  rents,  bonuses,  royalties  and  profits  accruing 
from  the  use  of  state  school  land,  shall,  with  the  exception  of  the 
amount  which  i.  appropriated  by  Section  898  oft^  ^^^^^^^f  ^^l^t 
erans  Code  to  the  ¥ctcrana^  Dcpcndcnta'  Education  General  Fund,  be 
deposited  in  the  State  Treasury  to  the  credit  of  the  State  Lands  Act 
Fund  which  fund  is  continued  in  existence.  In  addition  thereto,  such 
other  moneys  shall  be  deposited  in  such  fund  as  may  be  provided  by 
law  The  moneys  in  the  fund  are  hereby  appropriated  as  follows :_    _ 

(a)  For  the  payment  of  refunds,  as  authorized  by  the  commission 
and  approved  by  the  State  Board  of  Control.  . 

(b)  The  remainder  of  the  moneys  shall  be  used  by  the  commission, 
with  the  approval  of  the  Director  of  Finance  and  the  consent  of  the 
Governor,  to  carry  out  the  provisions  of  this  chapter,  including  the 
acquisition  of  real  property  or  interests  therein,  the  purchase  of  ma- 
terials and  supplies,  and  the  conducting  of  operations  by  the  State  as 
provided  herein,  the  payment  by  the  State  of  such  sums  as  may  be  pro- 
vided pursuant  to  agreements  or  contracts  authorized  herein,  and  the 
payments  of  the  necessary  expenses  of  the  commission. 

(c)  Upon  order  of  the  Controller,  the  remaining  balance  shall  be 

transferred  as  follows :  ,     ..,  .    -o      i   -c^      i    ^a 

1  5^,^jit^M.te^  a«d  en€-th«^  ^e^^eeirt  te  the  State  ©e 

4g2l  Seventy  percent  to  the  State  Beach  and  Park  Fund ;  provided, 
that  the  total  aggregate  amount  transferred  to  both  el  said  fund  s  m 
any  one  fiscal  year  begi«Hftg  alte^  ^«*e  ^  i^§%  shall  not  exceed 
twelve  million  dollars  ($12,000,000).  .     ^  w  .       t? 

2  The  remainder  to  the  General  Fuftd  Department  of  Water  He- 
sources  for  the  purposes  of  Chapter  10  (commencing  at  Section  11900) 
of  Part  3  of  Division  6  of  the  Water  Code  ;  provided,  that  any  amounts 
transferred  to  the  Gefte^  Fu«d  Department  of  Water  Eesources  m 
excess  of  three  million  dollars  ($3,000,000)  during  any  fiscal  year  be- 
ginning after  June  30,  U^  1961  ,  shall  be  set  aside  and  transferred  to 
the  Invcotmcnt  California  Water  Fund,  and  shall  be  available  for  ex- 
penditure only  when  appropriated  by  the  Legislature. 
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An  act  to  amend  Section  5900  of  the  Fish  and  Game  Code,  relating  to 

preservation  of  fish. 

The  people  of  the  State  of  California  do  enact  as  follows: 

Section  1.  Section  5900  of  the  Fish  and  Game  Code  is  amended  to 
read  i 

5900.     As  used  in  this  chapter  : 

(a)  "Dam"  includes  all  artificial  obstructions. 

(b)  "Conduit"  includes  pipe,  millrace,  ditch,  flume,  siphon,  tunnel, 
canal,  and  any  other  conduit  or  diversion  used  for  the  purpose  of  tak- 
ing or  receiving  water  from  any  river,  creek,  stream,  or  lake 

(c)  ''Owner"  includes  the  United  States  (except  that  for  the  pur- 
pose of  Sections  5901,  5931,  5933,  and  5938,  "owner"  does  not  include 
the  United  States  as  to  any  dam  in  the,  condition  the  dam  existed  on 
September  15,  1945),  the  State,  a  person,  political  subdivision,  or  dis- 
trict (other  than  a  fish  and  game  district)  owning,  controlling  or  oper- 
ating a  dam  or  pipe. 

(d)  "United  States"  means  the  United  States  of  America,  and  in 
relation  to  any  particular  matter  includes  the  officers,  agents  em- 
ployees, agencies,  or  instrumentalities  authorized  to  act  in  relation 
thereto. 


Assembly  Joint  Resolution  No. Relative  to  federal  study  of  Cali- 
fornia fishing  proMems. 

Whereas,  The  federal  government  is  closing  an  ever-increasing  area 
of  most  productive  fishing  waters  for  security  reasons  and  for  training 
and  practice  areas  for  the  armed  forces  which  is  creating  a  serious 
problem  as  to  the  use  of  California  fishing  waters ;  and 
_  Whereas,  California  fishing  is  becoming  more  and  more  involved  in 
interstate  and  international  problems  both  as  to  California  fisheries 
and  as  to  other  areas  fished  by  California  fishermen ;  and 

Whereas,  The  solution  to  these  problems  and  provision  for  the  proper 
utilization  and  conservation  of  its  fish  resources  can  be  achieved  only 
through  cooperative  joint  action  by  the  federal  authorities  having  iur- 
isdiction  and  the  State  of  California ;  now,  therefore   be  it 

Resolved  by  the  Assembly  of  the  State  of  California,  jointly,  That 
the  Congress  of  the  United  States,  the  Secretarv  of  the  Interior  and 
the  Secretary  of  Defense  are  requested  to  study  these  problems  and 
join  with  the  appropriate  California  authorities  in  attempting  to  brinff 
about  their  solution ;  and  be  it  further 

Resolved,  That  the  Chief  Clerk  of  the  Assembly  is  directed  to  trans- 
mit copies  of  this  resolution  to  the  President  and  Vice  President  of 
the  United  States,  to  the  Speaker  of  the  House  of  Representatives,  to 
the  Secretary  of  the  Interior,  the  Secretary  of  Defense  and  to  each 
Senator  and  Representative  from  California  in  the  Congress  of  the 
United  States. 


CONDENSATION  OF  TESTIMONY 

The  following  testimony  in  most  eases  is  condensed,  excerpted  and/or 
paraphrased  from  the  transcripts  of  hearings  held  on : 

January  18-19,  1960,  at  Sacramento; 

June  lb,  1960,  at  Redding; 

June  13,  1960,  at  Sonora; 

June  21,  1960,  at  Fresno; 

June  23,  1960,  at  San  Diego; 

August  9,  1960,  at  Stockton; 

August  31,  1960,  at  Los  Angeles. 
In  some  instances,  the  testimony  is  taken  verbatim  from  the  tran- 
script  In  a  number  of  instances  in  which  the  witness  expressed  sub- 
stantially the  same  ideas  at  more  than  one  hearing,  only  one  condensed 
statement  is  included. 

LESTER  COFFIN,  Secretary,  Northern  California  County 
Supervisors  Association 

''The  Directors  of  the  Northern  California  County  Supervisors 
Association  unanimously  approve  of  your  proposed  legislation  to  divert 
money  from  the  tideland  oil  revenue  to  a  special  fish  wildlite  and 
recreation  construction  fund  to  enhance  the  fish  and  wildlife  and  rec- 
reational features  of  state-authorized  water  projects.  This  proposal  to 

have  an  annual  limit  of  $3,000,000.  lo^^elptinn 

"If  the  association  can  help  you  m  any  way  with  this  legislation, 
plea.se  feel  free  to  contact  me  at  any  time." 

DON  VIAL,  Administrative  Assistant  and  Director,  Research  and  Education 
of  the  California  Labor  Federation,  A.F.L. 

The  California  Labor  Federation  as  you  know,  is  wholeheartedly  in 
support  of  the  proposed  legislation.  We  think  that  it  is  high  time  that 
the  Legislature  take  hold  of  this  problem  of  assuring  the  people  ot 
California  that  in  our  water  and  power  development  and  our  water 
resources  development,  that  the  problem  of  recreation  be  taken  care  ot. 
We  need  assurance  that  recreation  will  be  taken  care  of  as  a  multiple 
benefit  of  water  development.  There  must  be  legislative  assurances 
that  the  full  potential  of  recreational  development  will  actuaUy  taKe 
place  under  any  proposed  water  development.  It  is  important  tnat 
the  Legislature  tie  this  policy  down. 

We  have  a  tremendous  history  of  water  and  power  development  m 
California  and  that  history  is  just  loaded  with  shenanigans  that  are 
going  on  daily.  Let  me  give  just  one  example  of  what  I  mean  by  shenan- 
igans and  why  it  is  important  to  tie  down  policy  and  law  before  we 
move  ahead  with  a  project.  This  example  relates  to  another  aspect  ot 
water  development,  but  it  is  just  as  germane  to  recreational  develop- 
ment The  example  is  the  Pine  Flat  Dam  which  was  constructed  by 
the  federal  government  under  a  flood  control  project.  When  the  project 

(15) 


16  ASSEMBLY  INTERIM  COMMITTEE  ON  PISH  AND  GAME 

was  proposed,  it  was  part  of  the  integrated  Bureau  of  Reclamation 
program  which  provided  for  use  of  the  North  Fork  of  the  Kings 
River  for  power  development  of  the  San  Luis  River.  It  provided  for 
irrigation  benefits  below  the  river,  but  the  dam  was  constructed  under 
a  flood  control  policy  and  it  was  the  assumption  that  flood  control  was 
the  primary  benefit  and  irrigation  benefit  was  the  small  benefit  which 
situation  was  completely  reversed  by  administrative  action.  What  they 
forgot  to  do  was  to  initially  negotiate  a  contract.  So  for  the  past  eight 
years  they  have  been  attempting  to  negotiate  in  this  area. 

Experience  has  demonstrated  that  it  is  highly  desirable  for  the  legis- 
lative body  to  lay  down  a  policy  declaration  for  subsequent  administra- 
tion by  the  planning  and  construction  agencies.  We  in  the  California 
Labor  Federation  believe  that  the  time  is  long  overdue  for  the  Legis- 
lature to  take  definite  action  on  the  questions  related  to  recreational 
development  and  fish  and  wildlife  enhancement.  Organized  labor  in 
Calitornia  has  long  held  to  the  position  that  not  only  the  full  potential 
of  recreation  and  fish  and  wildlife  enhancement  be  realized  from 
multiple  purpose  water  development,  but  also  that  these  benefits  are  a 
proper  charge  to  be  borne  by  the  general  taxpayers.  Although  recrea- 
tional benefits  from  water  development  may  be  concentrated  in  given 
project  areas,  it  is  a  known  fact  that  with  today's  highways  and  auto- 
mobiles people  travel  from  all  parts  of  the  State  to  enjoy  them.  Indeed 
leisurely  travel  of  substantial  distances  is  an  integral  part  of  the  vaca- 
tions of  many  families  and  individuals.  No  longer  can  anyone  seriously 
argue  that  these  recreational  benefits  are  local  in  nature. 

Further,  we  in  organized  labor  urge  rejection  of  the  viewpoint  that 
looks  upon  recreational  development  as  some  kind  of  a  frill  to  be  tacked 
on  to  the  end  of  a  project  only  if  development  funds  permit.  The  needs 
o±  our  exploding  population  should  be  reason  enough  to  reject  this 
approach,  but  on  top  of  this  we  must  give  special  consideration  in  our 
planning  to  the  increased  leisure  being  acquired  by  workers  as  they 
become  more  and  more  efficient  in  the  production  of  goods  and  services 
It  is  m  this  light,  therefore,  that  we  look  with  favor  on  the  bill  that 
IS  before  this  committee  relating  to  wildlife  and  recreation  enhancement 
features  of  water  projects. 

LEE  E.  TRIPP,  Special  Representative,  California  State  Grange 

The  California  State  Grange,  since  its  founding  in  1873,  has  had 
as  its  cardinal  principle,  the  preservation,  and  has  advocated  the  fullest 
recreational  use  of  wildlife,  forests,  mountains,  lakes,  streams  and 
beaches. 

With  California's  population  now  approaching  16,000,000,  and  pros- 
pects for  a  future  increase  of  five  or  six  million  within  the  next  10 
years,  it  is  necessary  that  we  take  adequate  steps  now  to  expand 
our  present  recreational  facilities  to  cope  with  the  tremendous  growth, 
which  will  greatly  tax  the  capacity  of  these  facilities  in  the  near  future! 
The  California  State  Grange  urges  a  judicious  expenditure  of  funds, 
as  proposed  dams,  reservoirs  and  other  implacements  are  built,  and 
that  such  funds  be  apportioned  so  recreational  and  wildlife  facilities 
can  be  properly  established. 

Agricultural  users  of  water  and  power  are  paying  their  fair  share 
of  the  construction  costs  of  the  facilities  provided  for  recreational 
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benefits,  so  we  think  it  is  jnst  and  fair  that  users  of  these  recreational 
facilities  provide  means  for  repayment  of  the  additional  money  that 
will  be  necessary  to  properly  provide  facilities  for  such  use. 

This  reimbursement  should  not  be  out  of  balance  or  burdensome,  but, 
in  some  measure  compensate  for  the  funds  originally  provided.  We  do 
not  feel  that  the  general  public  will  be  averse  to  this  proposal  and  it  is 
our  opinion  that  this  is  sound  public  policy  and  should  be  so  recognized 
when  plans  are  being  made. 

Thousands  of  the  members  of  the  California  State  Grange,  from 
the  Oregon  line  to  the  Mexican  border  are  ardent  sportsmen  and 
users  of  the  recreational  facilities  now  provided  by  our  State,  and  they 
do  not  object  to  carrying  their  share  of  the  reimbursement  burden  for 
added  facilities  afforded  by  this  proposal. 

RAY  HUNTER,  Director  of  Natural  Resources,  California 
Farm  Bureau  Federation 

The  California  Farm  Bureau  Federation  is  a  general  farm  organiza- 
tion representing  a  membership  of  more  than  65,000  families  and  is 
headquartered  at  2223  Fulton  Street,  Berkeley,  California. 

This  statement  is  directed  toward  the  need  for  sound  and  adequate 
planning  and  development  of  recreational  facilities,  including  fish  and 
wildlife,  in  connection  with  water  project  development  by  the  State  of 
California. 

We  have  studied  analyses  of  the  legislative  proposal  relating  to  pay- 
ment of  costs  of  water  projects  attributable  to  fish,  wildlife  and  recrea- 
tion, as  referred  to  in  the  May  12,  1960,  press  release  issued  by  Mrs. 
Pauline  L.  Davis,  chairman  of  this  committee.  California  Farm  Bureau 
Federation  policy  supports  the  principles  advocated  in  this  legislative 
proposal.  However,  of  course,  we  will  wait  until  a  specific  bill  is  intro- 
duced in  the  Legislature  before  taking  a  specific  position  as  such. 

Our  house  of  delegates,  made  up  of  representatives  of  each  County 
Farm  Bureau  in  California,  adopted  a  resolution  at  the  1959  Annual 
Meeting  (Policy  Resolution  No.  45)  entitled  "Policy  for  Development 
of  California  Water ' '  which  contains  the  following  statement : 

We  must  recognize,  as  the  population  grows  and  the  State  de- 
velops further,  much  greater  values  should  be  placed  on  such  non- 
repayment  features  of  multipurpose  water  projects  as  flood  con- 
trol, recreation,  fish  and  wildlife,  etc.  A  more  realistic  allocation 
of  cost  to  these  features  will,  in  turn,  reduce  the  costs  allocated  to 
the  water  conservation  features. 
In  our  statement  presented  before  the  Assembly  Interim  Committee 
on  Water,  September  25,  1959,  we  had  this  to  say : 

By  the  same  token,  unless  a  cost  allocation  policy,  which  recog- 
nizes the  true  benefits  which  will  accrue  to  recreational  users  SO 
to  50  years  from  now  is  adopted,  water  users  are  m  grave  danger 
of  paying  for  a  large  share  of  the  recreational  benefits  which  will 
develop  in  connection  with  state  water  projects. 
Therefore    it  is  Farm  Bureau's  position  that  sound  and  adequate 
planning  and  development  be  carried  on  in  connection  with  state  water 
development  to  help  meet  the  outdoor  recreational  needs  m  the  future 
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and  that  adequate  allocation  of  costs  be  made  to  these  recreational 
features  of  sucn  multipurpose  water  projects.  eciuonai 

As  to  financing  the  recreational  features,  our  house  of  delegates 
adopted  a  resolution  at  our  1956  Annual  Meeting  entitled  ''Oil  and 
Gas  Resources ' '  which  reads  as  follows  : 

We  believe  oil  and  gas  royalty  revenues  to  the  State  including 
any  bonuses  for  state  leases  should  be  expended  to  produce  the 
maximum  of  benefits  to  the  greatest  portion  of  our  people.  To  this 
end  such  revenues  should  be  used  for  the  development  of  other 
possibr'^^    permanent    natural    resources,    as   self-sustaining    as 

_  We  support  the  continuation  of  the  policy  of  placing  revenues 
in  excess  of  those  needed  for  beaches  and  parks,  or  the  development 
of  other  natural  resources,  in  the  California  Investment  Fund  We 
urge  that  special  consideration  be  given  to  the  development  of 
the  State  s  water  program  and  know  of  no  more  appropriate  use 
for  this  fund  than  for  the  development  of  our  statewide  water 
resources. 

pur  policy  supports  the  principle  that  the  tidelands  money,  now 
being  transferred  to  the  General  Fund,  be  used  for  natural  resource 
development  such  as  advocated  by  the  legislative  proposal  referred  to 
m  the  May  12  press  release  by  Mrs.  Davis. 

Again  at  our  1959  Annual  Meeting,  the  California  Farm  Bureau 
l^ederation  house  of  delegates  adopted  a  resolution  entitled  "Recrea- 
tion    which  reads  as  follows : 

California's  population  is  increasing  at  a  rapid  rate,  and  the 
average  hourly  work  week  has  decreased,  resulting  in  a  correspond- 
ingly greater  demand  upon  available  recreational  facilities  The 
impact  upon  agricultural  lands  has  already  been  great  and  will  be 
steadily  increasing. 

^  We  recognize  the  need  for  sound  programs  of  outdoor  recrea- 
tional development.  It  is  our  desire  to  co-operate  with  the  public 
agencies  responsible  for  such  programs.  It  is  also  our  desire  to 
see  that  agricultural  interests  are  adequately  recognized  To  this 
end  we  recommend:  (1)  that  agricultural  representation  be  in- 
cluded on  commissions  and  committees  concerned  with  the  plan- 
ning for  recreational  programs;  (2)  that  local  units  of  govern- 
ment assume  their  responsibility  in  any  increased  program  of 
public  recreation,  including  planning,  development  or  control ;  and 
(3)  that  such  recreational  programs  be  so  established  as  to  become 
as  nearly  self-sustaining  as  possible. 

RICHARD  W.  DICKENSON,  Representative,  Board  of  Supervisors, 

San  Joaquin  County  and  the  San  Joaquin  County  Flood  Control 
and  Water  Conservation  District 

With  the  anticipated  growth  in  the  San  Joaquin  County  area  we  are 
becoming  increasingly  aware,  not  only  of  the  vital  need  of  preserving 
existing  recreational  resources  and  facilities,  but  also  of  expanding 
available  recreational  facilities.  The  position  of  San  Joaquin  County 
has  been  made  clear  that  with  respect  to  any  water  development  pro- 


ASSEMBLY  INTEKIM  COMMITTEE  ON  FISH  AND  GAME  19 

gram  we  will  insist  that  the  recreational  value  of  the  Sacramento-San 
Joaquin  Delta  Waterways  is  in  no  way  impaired. 

We  are  also  interested  in  the  matter  of  the  enhancement  of  our  tish 
and  wildlife  resources.  It  is  our  view  that  it  only  makes  good  sense,  and 
experience  has  certainly  shown,  that  it  is  much  cheaper  to  provide  tor 
the  enhancement  of  fish  and  wildlife  and  for  the  construction  of  recrea- 
tional facilities  at  the  time  of  the  initial  construction  of  a  water  project 
rather  than  to  have  to  return  to  the  project  at  a  later  date  when  land 
values  and  construction  costs  may  be  much  higher. 

It  is  further  our  view  that  it  is  a  wise  and  equitable  policy  to  return 
tidelands  oil  royalties  to  the  field  of  natural  resources  from  which  they 
are  derived  and  to  utilize  such  funds  for  the  improvement  of  our 
-i-j  Q+i-i-poi  rgsonrcGS 

We  urge  that  in  no  event  should  fish  and  wildlife  enhancement  or 
recreational  development  harm  the  primary  purpose  of  water  projects 
nor  should  existing  water  rights  be  infringed  upon.     _         ^  ,,     ^ 

If  there  is  any  doubt,  with  respect  to  the  obligation  of  the  Depart- 
ment of  Water  Resources,  to  insure  preservation  of  existing  fish  Me 
and  recreational  features,  we  wish  to  lend  our  wholehearted  support  to 
legislation  designed  to  insure  such  provisions. 

CARL  O.  GERHARDY,  Representative,  Los  Angeles  County 
Department  of  Parks  and  Recreation 

The  Los  Angeles  County  Department  of  Parks  and  Recreation  thor- 
ouo-hly  and  fully  endorses  the  les-islation  that  you  have  proposed  rela- 
tive to  the  matter  of  enhancing  the  wildlife  and  recreational  features 
of  water  projects. 
LEE  F.  PAYNE,  Chairman,  Fish  and  Game  Commission,  County  of  Los  Angeles 

The  Fish  and  Game  Commission  of  the  County  of  Los  Angeles,  in 
meeting  Thursday,  August  18,  1960,  authorized  to  submit  this  state- 
ment before  the  August  31,  1960,  meeting  of  the  Assembly  Interim 
Committee  on  Fish  and  Game :  -r        a        i 

The  Fish  and  Game  Commission  of  the  County  of  Los  Angeles  ap- 
proves in  principle  Tentative  Draft  No.  3  of  an  act  to  add  Chapter  10 
to  Part  3  of  Division  6  of  the  Water  Code,  and  to  amend  Section  6816 
of  the  Public  Resources  Code,  relating  to  payment  of  costs  of  water 
projects  attributable  to  fish  and  wildlife  and  recreation  and  making  an 
appropriation  therefor.  . 

The  commission  further  authorizes  the  chairman  to  testity  m  writing 
before  the  Assembly  Interim  Committee  on  Fish  and  Game  that  the 
commission  will,  if  the  final  draft  of  the  proposed  act  is  changed  m  no 
substantial  part,  recommend  to  the  Board  of  Supervisors  of  the  County 
of  Los  Angeles  that  said  board  recommend  the  passage  of  the  proposed 
act  by  the  Legislature  of  the  State  of  California. 

C,  B.  BOW,  Supervisor,  San  Joaquin  County 

It  is  my  belief  that  the  cost  of  enhancing  fish,  wildlife  and  recreation 
should  not  be  borne  by  water  users  or  those  who  would  benefit  from 
flood  control,  but  that  such  enhancement  should  be  a  nonreimbursable 
cost. 
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THOMAS  M.  CARLSON,  Attorney,  Contra  Costa  County  Water  Agency 

It  is  my  intention  to  recommend  that  the  board  approve  the  bill 
relating  to  the  wildlife  and  recreation  enhancement  feature  of  water 
projects. 

W.  J.  O'CONNELL,  Engineering  Consultant,  Contra  Costa  Water  Agency 

Recreation  is  the  major  industry  in  Contra  Costa  County.  It  is  not  a 
potential  industry,  it  is  a  large  and  growing  substantial  taxpaying  in- 
dustry. Its  survival  depends  upon  the  maintenance,  preservation  and 
enhancement  of  the  fisheries  of  the  delta.  For  that  reason  we  have  no 
desire  and  no  interest  in  taking  any  other  position  or  suggesting  any 
other  position  than  the  strongest  possible  support  for  the  type  of  legis- 
lation that  will  make  funds  available  from  whatever  source  for  the 
enhancement  of  fish  and  wildlife  and  the^  continuation  of  already  exist- 
ing recreation. 

ROBERT  T.  MONAGAN,  General  Manager,  Delta  Water  Users  Association 

We  would  like  the  committee  to  know  that  we  are  very  much  in 
favor  of  the  principles  encompassed  in  this  proposed  legislation.  We 
believe  in  enhancement  of  recreational  and  fish  and  game  facilities. 
They  should  be  a  part  and  rightfully  so  of  every  water  project  in 
California,  but  the  cost  should  be  borne  by  the  general  taxpayers  and 
not  attached  to  the  cost  of  water  to  be  charged  against  the  ultimate 
water  users.  We  think  that  the  proposal  is  sound  and  certainly  these 
costs  should  be  in  the  nonreimbursable  realm.  We  are  not  financial 
experts  who  can  indicate  the  particular  financial  arrangement  of  this 
program,  but  to  us  it  seems  to  be  fair  and  equitable. 

WILLIAM  GIANELLI,  Consulting  Engineer,  Appearing  on  behalf  of  the 
County  of  Plumas  and  the  Plumas  County  Flood  Control  and 
Water  Conservation  District 

The  future  economic  growth  of  Plumas  County  depends  largely  upon 
an  adequate  water  supply  being  available  at  all  times  for  consumptive 
purposes  such  as  irrigation  and  domestic  use,  in  addition  to  the  non- 
consumptive  uses  such  as  the  enhancement  of  fish  and  wildlife  and 
recreational  facilities. 

Plumas  County  is  now  preparing  a  general  plan  for  the  development 
of  our  county  which  is  to  be  related  to  the  multiple  use  of  our  natural 
resources. 

It  is  our  opinion  that  all  suitable  water  producing  areas  should  be 
developed  for  the  maximum  multiple  use  possible  and  that  all  such 
projects  should  be  designed  and  operated  to  provide  these  benefits  in 
the  county  of  origin  before  the  water  is  ultimately  exported  for  use  in 
other  parts  of  the  State. 

When  the  recreational  facilities  are  developed  for  persons  who  are 
not  using  the  ultimate  product,  it  would  appear  most  logical  that  the 
capital  cost  of  the  recreation  and  fish  and  wildlife  enhancement  fea 
tures  of  water  development  facilities  be  paid  for  by  the  State  as  a 
whole.  This  could  be  accomplished  by  contributions  from  the  General 
Fund  or  from  some  other  source  which  would  reflect  widespread  but 
unidentified  use.  Studies  show  that  the  operation  and  maintenance 
cost  of  such  facilities  can  be  fully  reimbursed  by  the  recreationists 
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Wildlife  be  considered  a  f.^^^^^^J^^^^! '^f  specific  information  as  to 

costs  would  be  much  higher. 

HENRY  F    KEEPER,  Member,  Shasta  County  Board  of  Supervisors 

Tt  is  well  known  that  the  demand  made  on  recreation  facilities   es- 

facilities   if  ..the  capacity  nasnoi  j      recreational  facilities  is  a 

^^5t^nrc!:isetrnt^  t7r"^e..ea  to  see  the  proposed  le.isla- 

^'"^There  is  one  further  point  we  would  like  to  bring  up  f  V^^-.^iTTf. 
this  is  with  regard  to  the  operation  of  the  recreational  facilities   It    s 
quL  probable'that  the  operation  of  many  f  ^^^f^.  ^^^f^^^^^^ 
Sito  the  hands  of  local  governmental  organizations.  ^  e  teei  that  m  suen 
cales  not  on  y  the  capital  outlay  improvements,  but  also  the  subsequen 

maStenance^^^^  operation  of  ^-^^l-^'^-^K'^^'^'Z^t^^^^^^ 
^hn^^^r^  hp  oTi  the  basis  of  a  joint  basis  between  the  btate  and  local 
fove  nments   In  sc^neway  this  legislation  provides  for  State  respor^si- 
bmtvTnlanning  design,  financing  and  constructing  recreational  f  acili- 
^esL  conj^^^^^^^  the  state  water  projects,  establishing  fund  for 

such  work  and  provides  administration  through  the  Department  of 
Wate7Resources  in  the  California  Water  Commission.  It  is  m  keeping 
Sh  the  stated  policy  of  Shasta  County,  with  respect  to  such  facilities, 
and  consequently  we  endorse  the  proposed  legislation. 

I  have  been  aLd  by  the  City  of  Redding  to  state  to  this  committee 
the  position  of  Shasta  County  and  our  views  on  the  proposed  legislation 
are  concurred  in  by  the  city. 

PAUL  BEERMAN,  Director  of  Operations,  City  of  San  Diego 

Since  the  prime  purpose  of  the  State's  water  program  is  to  conserve 
and  utilize  our  water  resources,  we  feel  that  any  supplementary  activity 
shouM  alternatively  be  self-sustaining.  In  as  much  as  the  recreational 
projects  contemplated  are  to  be  utilized  by  people  ^l^^'^^^J^/ ^^l^^^f^ 
the  State  we  believe  that  capital  improvement  costs  should  be  borne 
by  funds' normally  allocated  for  fish  and  game  and  recreational  pur- 
poses Experience  in  the  San  Diego  area  indicates  that  any  project 
patronized  to  any  reasonable  degree  can  fully  reimburse  operation  and 
maintenance  costs  from  user  fees.  -j-   „  ^«„ 

The  City  of  San  Diego  has  been  in  the  foreground  m  providing  rec- 
reational facilities  on  its  water  supply  reservoirs  more  than  almost  any 
other  agency  in  the  State.  We  have  done  this  for  a  period  of  almost  50 
years  and  we  have  done  it  quite  successfully.  This  indicates  that  addi- 
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tional  financing  is  necessary  but  that  operation,  maintenance,  and  de- 
preciation costs  have  been  met.  On  heavily  patronized  projects  it  is 
even  possible  to  realize  some  reimbursement  of  capital  costs 

It  would  appear  that  funds  from  the  Department  of  Fish  and  Game 
could  be  utilized  for  those  capital  improvements  specifically  benefiting 
the  hunter  and  fisherman,  while  recreational  facilities  such  as  beaches 
and  swimming  areas  could  possibly  be  financed  from  funds  allocated  to 
the  Division  of  Beaches  and  Parks. 

Any  work  on  the  dams  and  acquisition  of  rights-of-way  should  be 
7.'lr,        f    ?}  ^^<^^struction.  Construction  of  incidental  recreational  - 

facilities  should  be  appropriately  programed,  but  time-wise,  should  be  1 

Sand""^        '''*''  ^  ^^''^''^^  ''^^''''^^  '*^*^  ^^^"^  ^""^  ^^'^^  ""P^^  P^^l^«        m 
We  have  no  objection  to  the  allocation  of  up  to  three  million  dollars        ^ 
hZ  Z     /  ^^'    T^^'i  l'"'''^''^  ^^^  financing'  of  fish  and  wildlife  facilities  ! 

but  the  funds  should  not  be  taken  from  the  oil,  gas  and  minera 
revenues  of  the  State.  The  City  of  San  Diego  has  sucfessfuHy  oper^^^^^^^^ 
recreational  facilities  on  its  reservoirs  for  many  years  and  has  worked 
with  the  Department  of  Fish  and  Game  at  some  of  the  reservoiron  a 

respect  to  all  operation  and  maintenance  costs  and  has  in  our  local 
areas  largely  repaid  the  capital  investments  made  at  the  reservoirs  for 
mcidental  facilities.  We  support  a  well-balanced  development  program  i 

We  wanted  to  point  out,  that  in  the  overall  aspect,  we  think  the^e  ' 

tter'f acyti!:.""'  '""'''  '''''^'^'  programing'  wilh  respect  to  the 

,    During  the  past  20  years  recreation  has  become  one  of  the  maior 
ndustries  of  the  State  through  providing  housing,  goods  and  services 
to  meet  the  needs  of  traveling  and  vacationing  patrons 

We  believe  that  the  planning  for  commercial  and  industrial  growth 

Sat^fotfeh'TnT'^flfT  '""'Tt  — t--l  opportunitiefrthat 
nabitat  lor  fish  and  wildlife  must  be  preserved  and  improved-  that 
public  access  and  reasonable  recreational  use  for  present  and  future 
time  should  be  recognized  and  assured  as  a  public  need,  Ld  included 
as  an  integral  part  of  the  statewide  planning.  We  would  like  to  be 
assured  of  some  planning  and  financing,  to  implement  the  preservation 
and  enhancement  of  habitat  for  fish  and  wildlife  and  for  recreatS 
development  for  public  use.  recreational 

The  provisions  in  the  proposed  bill  now  under  consideration  by  your 
committee  seems  to  be  an  appropriate  step  in  the  direction  of  the 
conservation  objectives  to  which  our  organization  is  dedicated 

WAYNE  HELD,  State  Division  Conservation  Director,  Izaak  Walton  League 

_  The  California  State  Division  of  the  Izaak  Walton  League  of  Amer- 
ica, Inc  IS  extremely  interested  in  the  proposed  legislation  which 
would  allocate  certain  funds  for  nonreimbursable  features  of  any 
water  project  pertaining  to  the  enhancement  of  fish  and  wildlife  and 
all  areas  of  recreation. 
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While  the  term  nonreimbursable  indicates  there  will  be  no  reim- 
bursement to  the  State  for  recreational  facilities,  a  substantial  portion 
of  our  membership  believes  that  as  nearly  as  possible,  users  of  recrea- 
tion facilities  should  pay  for  these  uses.  We  believe  this  is  possible 
through  use  charges  so  that  the  general  taxpayer  is  not  further  obli- 
gated to  support  specialized  activities  for  the  limited  few.  We  do  not 
believe  sportsmen  and  other  reereationists  are  after  a  free  ride  and 
that  they  will  welcome  state  provisions  that  they  be  charged  for  the 
services  provided. 

Today,  recreational  use  of  water  is  of  primary  importance— eco- 
nomically as  well  as  esthetieally.  The  league  believes  the  nonconsump- 
tive  recreational  uses  of  water  are  sufficiently  important  to  be  recog- 
nized in  law,  and  the  Legislature  is  to  be  commended  for  enacting 
several  statutes  into  the  Water  Code  which  beneficially  relate  to  the 
recreation  and  water  development. 

Business  and  industrv  must  realize  their  dependency  upon  a  healthy, 
happy  people,  both  as  a  labor  supply  and  as  a  market.  Increased  leisure 
time  is  enabling  many  more  Californians  to  turn  to  outdoor  recreation 
in  our  state  and  national  parks,  forests  and  wilderness  areas.  These 
areas  are  thus  becoming  of  increasing  importance  m  supplying  the 
opportunities  for  physical,  mental,  and  spiritual  recreation  essential  to 
a  productive  people.  Each  citizen  has  a  vital  stake  m  building  and 
maintaining  these  areas.  ,  .  , 

The  Izaak  Walton  League  of  America  is  devoted  to  improving  ancl 
perpetuating  our  resources  of  soil,  woods,  water  and  wildlife.  The  Oaii- 
fornia  State  Division,  IWLA,  believes  that  the  proposed  legislation 
now  being  considered  by  your  committee— setting  up  a  special  tund 
for  construction  of  any  water  project  features  pertaining  to  recreation 
and  the  enhancement  of  fish  and  game— will  greatly  assist  m  buiidmg 
a  better  outdoor  America  within  California.  Therefore,  we  support 
the  enactment  of  this  legislation. 

PAUL  W.  HILLER,  Member,  Boating  Council 

The  California  Boating  Council,  Inc.,  has  extended  considerable  effort 
over  the  past  years  to  convince  the  private  companies  to  open  water 
reservoirs  to  recreational  boating  and  fishing.   This  has  been  slowly 

rewarding.  .  -,    ■,  ^       .    n 

We  support  the  theory  of  this  proposed  legislation  wholeheartedly. 
We  do  not  believe  either  the  federal  or  the  state  government  should 
enter  into  any  type  waterwav  construction  project  without  considering 
the  recreational  potential  and  needs  of  the  people.  We  believe  the  costs 
involved  in  determining  such  needs  is  rightfully  a  regular  cost  of  the 
project  and  should  be  considered  as  such.  We  believe  that  the  cost  ot 
building  such  needs  is  also  a  legal  expenditure  of  the  building  costs 
overall.  However,  we  do  believe  that  wherever  practical  any  recrea- 
tional facility  building  and  operation  thereof  should  be  first  considered 
as  one  to  be  let  for  bid  by  private  enterprise.  _ 

Under  this  consideration  we  might  add  that  bids  should  not  be 
limited  to  the  lowest  bidder  for  the  building  of  the  project  or  the  high- 
est bidder  for  its  operation.  Such  a  requirement  has  proven  very  un- 
satisfactory, as  firms  will  underbid  to  get  the  job  then  not  be  able  to 
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finish  it.  On  the  other  hand,  firms  will  overbid  for  lease  and  the  busi 
neg  does  not  warrant  the  hi-h  lease  they  bid 

hJtZTk  r  -^■^^^^^"i^'^^^f^  this  legislation  include  the  a-encies  of 
SmalK^^Jf  Tt'  ?^P^^:^^^t  ^/  Fish  and  Game  and  the  Division  of 

cZil  £ln  '-7'  ^'^  ^"^  ^^'  ^^^^^^^^^^  «f  the  Division  of  Small 

Craft  Harbors  so  as  to  assure  the  people  that  the  men  trying  to  ran 
our  two  important  agencies  that  each  will  be  aware  of  the  plans  of 
building  «ie  water  facilities.  We  believe  this  would  insure  closer  S  son 
between  the  agencies  and  eliminate  overlapping  planning  of  launehSg 

AUBREY  LYON,  Representing  the  !nyo-Mono  Coordinating  Council 

Our  standard  of  living,  economical  M^ell-being,  and  life  are  denendent 
upon  the  soil  and  water  resources.  The  legislation  regu  at'no  tL  r  use 

he  liv'eTo?  worT^r"^-^^*^^^^^  ^''"^'^^  -^-^  '^^^^  arel  in  wmI 
ne  lives  or  works.  We  are  m  ag-reement  with  the  need  for  an  estab 

hshed  policy  that  water  storage  facilities  be  so  constructed  to  provide 

for  recreation  and  preservation  and  enhancement  of  fish  and  wildlife 

on  a  nonreimbursable  basis.  We  believe  that  mandatory,  rather  than 

permissive  legislation,  is  necessary  in  the  planning  and  coi   traction 

of  projects  so  that  they  will  provide  for  full  development  of  recrea 

tional  potentials  and  the  fish  and  wildlife  resource.  The  costs  of  enhanc 

Zuld  fn  ludt  7T'^'  '^'TT-"  'f  P^^^'^^^^S-  ^^^  recreational  facS"^ 
should  include  federal  matchnig  funds  under  the  Pittman-Eobertson 
and  Dmgell-Johnson  Acts  of  Congress  where  feasible.  We  believe  that 
maintenance,  upkeep,  and  regulations  for  the  use  of  access  roads  should 
be  the  responsibility  of  the  government,  of  the  county,  in  which  they 
are  located  Recreation  areas  should  be  established  with  suitable  au- 
tliority  vested  m  the  local  county  government  to  insure  that  the  public 
interest  is  protected,  that  standards  of  service  be  established  and  en- 
torced  and  that  all  resort  operators  be  assessed  equitably  and  equally 
through  property  taxes.  ^       J^ 

ELMER  BOSS,  Representative,  Stockton  Area   Rod  and  Gun  Club 

T  ^^  f  representative  for  the  sportsmen  and  the  people  in  this  area 
1  would  like  to  say  that  we  concur  very  much  with  this  piece  of  legis- 
lation that  will  protect  the  fish  and  game.  The  enhancement  is  goinff 
to  be  very  important  for  the  future  of  our  people. 

F.  F.  JOHNSTON,  Director,  Buci<  and  Fin  Sportsmen  Organization 

I  think  we  can  assure  the  committee  that  you  will  have  the  support 
ot  our  c  lib  m  your  program  to  enhance  fish  and  game  and  recreation. 

GenerarFund     ""  ^  ^^^'''""^  ^''''"^  ^^  ^^'"  ^^^"^  ^"^  ^^^^""^  ''P^''  *^^ 

JOHN  GILCHRIST,  Representative,  Northern  California  Seafood 

Institute,  the  Tyee  Club  and  the  Aquatic  Resources  Committee 

I  feel  sure  that  all  three  of  the  organizations  that  I  represent  would 
support  this  proposal,  at  least  in  principle.  In  my  opinion  there  is 
nothing  m  state  law  that  assures  the  protection  and  the  enhancement 
01  our  fisheries  and  wildlife. 
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We  feel  that  what  you  are  trying  to  achieve  here  is  beneficial  and 
should  certainly  be  considered  for  enactment. 

MARGARET  K.  SILVA,  Private  Citizen,  Tuolumne  County 

This  area  is  not  in  quite  as  bad  condition  as  Inyo  County,  but  it  is 
facing  somewhat  the  same  thing  in  as  much  as  most  of  the  water  proj- 
ects that  have  been  developed  in  this  county  are  for  export  purposes. 
In  the  past  no  great  consideration  was  given  to  protecting  the  fish  and 
wildlife  development  and  the  recreational  possibilities.  I  can  under- 
stand very  readily  the  position  of  people  who  develop  water  projects 
for  irrigation  and  for  power,  in  wanting  to  use  and  conserve  all  that 
water  for  those  purposes  and  it  is  readily  understandable  that  the 
irrigator  and  the  man  who  owns  the  property  and  purchased  that  water 
is  not  interested  in  paying  for  recreational  facilities.  But  I  think  that 
there  is  one  important  part  of  this  thing  that  has  been  touched  upon, 
but  not  heavily  emphasized,  is  the  fact  that  recreation  is  one  of  the 
biggest  businesses,  the  biggest  industry  in  the  State  of  California  and 
to  support  that  I  would  like  to  point  out  particularly  that  the  taxes 
accruing  in  the  State  for  businesses  that  are  primarily  recreational  are 
tremendous.  It  is  not  only  the  gasoline  taxes  that  support  our  highways, 
nor  the  sales  tax.  I  believe  that  in  all  of  our  mountain  districts  these 
recreational  facilities  that  would  become  a  part  of  the  water  develop- 
ment would  provide  a  great  deal  of  support  to  the  local  economies. 

I  would  like  to  point  out  that  in  this  county  we  have  numerous 
reservoirs.  For  many  years  we  only  had  the  reservoir  at  Pine  Crest 
which  is  the  development  of  a  privately  owned  public  utility.  It  has 
been  highly  developed  for  recreational  purposes  because  it  lies  entirely 
within  the  Forest  Service  boundaries  and  the  recreational  facilities  are 
supplied  by  both  the  United  States  Forest  Service  and  by  private  con- 
cessionaires who  are  business  people  paying  local  taxes,  both  directly 
on  the  development  and  indirectly  through  the  in  lieu  taxes  which  we 
receive  in  this  county  from  the  United  States  Forest  Service.  In_  addi- 
tion to  that,  we  recently  have  had  developments  called  the  "Tri-Dam 
Project."  One  of  the  largest  reservoirs  in  that  group  is  entirely  un- 
available for  recreational  usage.  That  project  and  its  three  reservoirs 
was  assigned  entirely  for  export  water  and  electricity  with  no  con- 
sideration given  to  recreational  development. 

We  have  Beardsley  Reservoir,  the  nicest  and  finest  areas  for  fishing, 
but  there  is  very  poor  access.  The  road  in  there  was  built  for  con- 
struction purposes,  it  is  surfaced  but  it  is  not  surfaced  well  enough  for 
heavy  traffic.  There  are  no  boat  ramps  and  no  launching  facilities. 
There  was  no  consideration  given  in  the  construction  of  that  project 
for  recreational  development.  It  does  not  pay  taxes  in  this  county. 
Because  of  the  lack  of  planning  and  consideration  for  the  future  wel- 
fare of  not  only  this  county  but  of  the  general  mass  of  the  public  that 
desires  this  kind  of  facility,  we  are  now  in  a  sad  position.  We  have 
certain  civic  responsibilities  for  providing  basic  police  service  that  re- 
quire tax  support  but  we  get  no  support  from  that  facility  whatsoever. 
The  power  is  sold  to  the  Pacific  Gas  and  Electric  Company,  tax  free, 
and  the  waters  exported  to  an  irrigation  district  below  here  and  is  com- 
pletely tax  exempt. 

3— L-2040 
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Tulluck  Reservoir  is  part  of  that  system  and  I  know  the  county  en- 
tered into  an  agreement  with  the  Department  of  Fish  and  Game  for 
the  development  of  certain  recreational  areas.  We  have  put  tax  money 
into  this  development  primarily  for  this  reason.  We  are  responsible 
for  the  recreation  usage  of  that  reservoir  and  for  policing  it.  We  had 
to  devise  some  means  for  getting  to  the  county  from  that  facility.  While 
it  is  accessible  from  this  county,  the  people  who  use  it  come  from  out- 
side the  county  and  they  don't  even  buy  a  hot  dog  or  a  gallon  of 
gasoline  from  taxpaying  businesses  in  this  county. 

While  I  have  not  studied  this  bill  in  sufficient  detail  to  intelligently 
comment  upon  it,  I  can  say  it  points  in  the  right  direction,  because  the 
facilities  that  are  necessary  for  the  use  of  the  public  upon  all  these 
reservoirs  are  facilities  that  are  enjoyed  by  the  general  public.  While 
the  concessionaires  might  develop  businesses  that  go  onto  the  tax  rolls, 
still  the  people  that  are  going  to  benefit  are  not  the  water  users  or  the 
power  users.  It  is  the  general  public  and  some  method,  some  means, 
should  be  devised  so  that  they  can  bear  the  cost  of  the  facilities  which 
they  enjoy. 

I  think  that  the  people  that  are  contemplating  the  purchase  of  the 
water  are  much  disturbed  over  the  fact  that  they  perhaps  will  be 
charged  for  these  things  rather  than  the  general  public  who  wants  to 
enjoy  the  recreation.  I  have  had  sufficient  contact  with  the  recreational 
user  over  a  period  of  about  25  years  to  know  that  when  they  want  to 
go  fishing  or  hunting  or  swimming  or  boating,  they  are  willing  to  pay 
for  it.  This  seems  to  me  one  means  of  allowing  those  people  who  are 
going  to  enjoy  these  facilities  and  who  are  demanding  these  facilities 
in  more  waysthau  one  by  allowing  them  to  pay  for  the  enjoyment  they 
desire  to  participate  in. 

HENRY  WILCOX,  Representing  the  Big  Pine  Civic  Club  of  Inyo  County 

We  believe  that  the  proposed  bill  should  be  implemented  so  as  to 
restore  and  maintain  proper  conservation  of  fish  and  wildlife  in  all 
areas  of  California  and  prevent  abuses  of  them  anywhere  in  the 
State.  We  believe  that  the  field  men  of  the  Department  of  Fish 
and  Game  have  the  best  knowledge  and  judgment  for  determining  the 
conditions  necessary  for  the  enhancement  of  fish  and  wildlife  and  that 
their  recommendations  should  establish  policy  in  this  connection.  We 
subscribe  to  the  contents  of  the  report  prepared  by  Mr.  Aubrey 
Lyon  for  the  Inyo-Mono  co-ordinating  council  in  connection  with 
the  proposed  water  bill. 

WALTER  T.  SHANNON,  Director,  Department  of  Fish  and  Game 

The  future  will  undoubtedly  bring  about  a  large  number  of  water 
projects  and  it  is  only  proper  that  such  developments  include  protec- 
tion and  where  possible,  enhancement  of  fish  and  wildlife  resources. 
Legislation  should  be  enacted  establishing  mechanics  and  funding 
methods  as  well  as  policy  for  both  preservation  and  enhancement  of 
fish  and  game  for  all  projects. 

The  Department  of  Fish  and  Game  has  consistently  advocated  and 
adhered  to  the  policy  of  making  the  cost  of  protection  measures  or 
facilities  an  integral  part  of  the  project  and  therefore  reimbursable  or 
repayable  through  the  sale  of  the  products  such  as  irrigation  water 
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and  electricity.  On  the  other  hand,  we  have  considered  that  measures  or 
facilities  for  enhancing  fish  and  game  resources  should  be  financed  from 
local,  state,  or  federal  funds  on  a  nonreimbursable  basis. 

Our  preliminary  review  of  the  proposed  bill,  indicates  that  this  bill 
is  limited  in  its  present  coverage  and  wording  to  the  nonreimbursable 
costs  of  recreation  and  enhancement  of  fish  and  wildlife.  As  such,  it  is 
certainly  compatible  and  consistent  with  the  general  thinking  of  today 
as  we  see  it.  It  is  recognized  that  enhancement  features  for  fish  and 
wildlife  in  connection  with  water  projects  will  require  the  funds.  We, 
in  the  Department  of  Fish  and  Game,  do  not  feel  that  we  are  in  a  posi- 
tion to  say  where  this  money  should  come  from,  that  this  is  up  to  the 
Legislature  and  the  administration.  "We  feel  that  the  funding  of  these 
proposals  is  outside  our  scope  and  not  properly  a  matter  upon  which 
we  can  recommend. 

We  would  like  to  point  out,  however,  that  the  Fish  and  Game  Preser- 
vation Fund  can't  stand  the  charges  needed  to  undertake  such  a  pro- 
gram as  is  contemplated  in  this  proposed  legislation.  It  just  isn't  in 
the  cards  unless  we  go  into  sizeable  licensing  increases  and  I  don't 
believe  that  is  feasibfe,  practical,  or  desirable  at  this  time  or  in  the 
very  near  future.  Based  upon  our  present  income  and  what  reserve  we 
have,  we  certainly  couldn't  finance  the  enhancement  of  fish  and  game 
resources  in  a  program  such  as  this.  The  funds  will  have  to  come  (from 
someplace  else. 

I  think  that  in  some  cases  the  enhancement  features  would  benefit 
the  project  user  who  pays  for  these  things  and  as  a  result  the  cost 
might  be  less  to  him  over  a  period  of  time.  It  might  also  keep  the 
project  builder  from  having  to  incorporate  the  enhancement  features 
and  pay  for  it  out  of  his  pocket  because  of  public  opinion.  As  an  ex- 
ample, we  might  build  a  reservoir  and  then  because  the  reservoir  is  so 
desirable  and  since  the  enhancement  features  have  not  been  included, 
he  may  be  forced  into  providing  the  enhancement.  In  such  a  case,  the 
boating  facilities,  ramps,  and  other  facilities  may  have  to  come  out  of 
the  pocket  of  the  project  builder  and  would  eventually  result  in  more 
cost  to  the  user. 

In  some  cases  the  provision  of  a  minimum  pool  in  the  reservoir 
might  be  called  enhancement.  For  instance,  if  they  drew  the  reservoir 
clear  down,  that  would  eliminate  fish  life.  But  should  an  enhancement 
provision  guarantee  a  minimum  pool  the  dam  would  have  to  be  built 
higher  but  there  would  be  an  additional  storage  capacity  which  might 
result  in  the  project  user  paying  less  because  there  would  be  more 
water  storage.  It  is  entirely  possible  that  the  enhancement  features  may 
eventually  create  a  lower  cost  to  the  project  user  on  the  basis  that  when 
more  people  get  in  and  pay  for  their  share,  the  result  can  be  a  lower 
individual  user  cost. 

WILLIAM  H.  FAIRBANKS,  Assistant  Director,  Department  of 
Water  Resources 

During  the  last  decade  of  intensive  water  resource  study,  it  has 
become  clearly  apparent  that  opportunities  for  fishing,  boating, 
swimming,  and  other  forms  of  outdoor  recreation  are  among  the  major 
benefits  resulting  from  the  development  of  water  resources.  During  this 
period  the  Department  of  Water  Resources  has  wrestled  with  a  good 
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many  problems  pertaining-  to  fish,  wildlife,  and  recreation.  In  early 
stages  of  planning  the  problems  were  of  the  type  of  what  would  it  cost 
and  who  is  responsible.  Some  of  these  questions  are  still  with  us,  but 
as  the  State's  Water  Development  Program  has  become  specific,  so 
have  the  recreation  questions. 

Today  our  main  question  seems  to  be  how  are  fish,  wildlife  and 
recreation  costs  to  be  financed.  Must  the  money  be  repaid  in  any  in- 
stance, and  if  so,  by  whom?  The  Department  of  Water  Resources 
believes  that  legislation  is  needed  to  establish  a  clear-cut  legislative 
policy  as  to  the  nonreimbursability  of  recreation  and  fish  and  wildlife 
costs  associated  with  state-constructed  projects. 

_  In  considering  the  establishment  of  law  regarding  the  nonreimbursa- 
biht}^,  careful  distinction  must  be  made  between  preservation  on  one 
hand  and  enhancement  of  fish  and  wildlife  resources  on  the  other.  It  is 
the  Department  of  Water  Resources'  often-stated  view  that  project 
costs  allocated  to  the  preservation  of  fish  and  wildlife  should  be  fully 
reimbursable  by  the  primary  project  beneficiary  through  the  sale  of 
water  and  power.  Such  preservation  can  be  likened  to  the  relocation 
or  replacement  of  any  property  that  would  be  destroyed  or  made 
useless  because  of  the  water  project. 

One  of  the  major  points  of  the  bill  under  consideration  revolves  around 
a  recreation  and  fish  and  wildlife  enhancement  construction  fund. 
This  would  be  a  special  fund  receiving  annual  appropriations  from 
moneys  received  from  the  oil,  gas  and  mineral  leases  on  state  lands. 
This  is_  certainly  one  method  of  insuring  a  ready  source  of  money  for 
recreation  development  at  state  water  projects.  The  creation  of  a 
special  fund  for  this  job,  however,  in  our  opinion,  raises  a  number  of 
questions.  We  believe  that  the  committee  is  well  aware  that  (from  a 
fiscal  management  standpoint,  state  fiscal  authorities  have  in  the  past 
resisted  the  creation  of  a  special  fund.  It  is  also  pointed  out  that  special 
funds  of  this  character  may  provide  either  too  little  or  too  much 
money.  If  too  little  money  is  available  the  job  cannot  be  done  prop- 
erly. If  too  much  money  is  made  available  there  is  often  pressure  to 
spend  the  funds  even  if  this  might  carry  the  program  beyond  its  in- 
tended level  or  objective.  There  is  a  possibility  that  in  this  proposed 
legislation  the  $3  million  might  prove  to  be  inadequate  for  the  proper 
development  of  recreational  facilities  of  the  water  projects,  which 
would  provide  a  hindrance.  On  the  other  hand,  we  might  find  ourselves 
in  a  position  with  too  much  money  provided  in  a  special  fund  to  do 
the  job  that  we  feel  it  is  necessary  to  be  done  in  each  one  of  these 
projects  as  they  go  forward.  However,  as  we  see  it,  it  is  quite  likely 
that  the  $3  million  contemplated  in  this  legislation  would  provide 
sufficient  funds  to  do  the  job. 

CLARENCE  HAWTHORNE,  Assessor,  Tuolumne  County 

One  thing  that  is  very  disastrous  for  all  mountain  counties  who  have 
smaller  political  weight  is  that  we  are  situated  where  the  recreation  de- 
velopment and  the  development  of  water  resources  for  the  generation 
of  power  is  taking  place.  We  have  government  in  a  proprietary  capacity 
and  people  often  confuse  that  with  general  government.  When  a  govern- 
ment in  a  proprietary  capacity  comes  into  another  county  it  generally 
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has  tax  exemption  and  yet  it  creates  a  burden  on  local  government 
which  geuerallv  it  does  not  want  to  recognize. 

So  as  to  stabilize  the  tax  base  in  smaller,  less  densely  populated 
counties  everv  effort  should  be  made  to  let  private  enterprise  operate 
the  recreational  facilities  so  that  they  bear  their  burden  of  the  costs. 
If  this  is  the  intent  of  this  legislation,  then  ve  in  Tuolumne  County 
will  not  be  hurt. 

ROBERT  PAUL,  Representative,  Sports  Fishing  Institute  of 
Washington,  D.C. 

I  would  like  to  point  out  that  this  project  of  your  committee  has  re- 
ceived nationwide  recognition.  This  is  another  example,  I  think,  where 
California  has  exerted  some  tremendous  leadership.  I  think  great 
credit  is  due  to  the  Departments  of  Water  Resources  and  Fish  and  Game 
and,  particularlv,  to  the  Legislature.  The  Upper  Feather  River  Project 
is  receivino-  a  great  deal  of  nationwide  interest.  We  think  it  has  been 
an  absolute  landmark.  It  is  being  used  now  by  four  other  states  and  by 
the  Corps  of  Engineers.  It  has  been  a  very  outstanding  example  1 
think  of  how  vou  can  assign  some  dollar  values  in  recreational  benehts 
and,  in  so  doiAg,  justify  the  construction  benefits  as  well  as  meet  what 

is  obviously  a  public  need.  •.•      .1    ^  1  „   ^ 

I  would  like  also  to  congratulate  you  on  the  recognition  that  you  ha^e 
o-iven  to  the  point  that  recreation  and  reservoirs  are  broader  than  just 
fishing  and  hunting  alone.  It  is  absolutely  necessary,  if  we  are  to  meet 
our  public  responsibility,  to  think  in  terms  of  broadening  this  base  so 
that  the  person  who  buvs  a  hunting  and  fishing  license  does  not  have  to 
carrv  all  the  load.  This  is  the  traditional  way  of  financing  these  de- 
velopments. But  the  state  fish  and  game  departments  who  depend  on 
revenues  from  licenses  are  just  not  capable  of  maintaining  the  capital 
improvements  that  are  necessary,  in  addition  to  which  there  is  a  large 
segment  of  the  public  that  may  not  be  hunters  and  fishermen  who  use 
these  reservoirs  as  soon  as  they  are  completed. 

In  fact  if  there  is  anv  one  thing  you  can  generalize,  it  is  that  a  week 
after  the 'reservoir  is  completed  the  people  in  the  area  have  forgotten 
what  the  primarv  purpose  was  and  they  look  on  it  as  a  place  to  go  fash- 
ing and  boating.'  The  flood  problem  is  solved.  It  never  gets  back  m  the 
papers.  It  is  something  that  is  hardly  heard  from  again. 

Another  point  I  would  like  to  make  is  that  this  same  subject  is  re- 
ceiving a  great  deal  of  attention  in  Washington,  D.C.  Representatives 
Fisk  1\Ioss  Balden,  and  others  have  introduced  legislation  to  make 
recreation  a  purpose  of  federal  water  development.  The  intent  is  to 
o-ive  leoal  authoritv  to  what  the  Corps  of  Engineers  is  doing  now.  The 
Corps  of  Engineers  as  well  as  the  Bureau  of  Reclamation  have  con- 
sidered recreation  as  part  of  water  development  for  many  years  But 
they  have  never  had  specific  legislative  authority  and  direction  for  it. 
Now  thev  are  getting  into  these  problems— how  much  money  can  we 
spend?  f  mean— what  we  can  justify.  They  have  found  that  just  having 
historical  background  is  not  enough.  They  need  specific  legislative  di- 
rection This  is  a  point  for  your  committee  to  consider.  ^ 
Amendments  to  the  congressional  bill  provide  that  the  Corps  of  Engi- 
neers and  the  Bureau  of  Reclamation  can  plan  for  recreational  develop- 


30  ASSEMBLY  INTERIM  COMMITTEE  ON  FISH  AND  GAME 

ment.  Another  amendment  requires  that,  in  the  case  of  land  acquisition 
and  recreational  development,  specific  reports  are  to  be  submitted  to 
Cong-ress  at  the  time  the  project  goes  in  for  authorization.  This  is  the 
ponit  that  has  been  brought  out  here— that  the  agencies  themselves  feel 
that  it  is  quite  important  to  bring  these  things  specifically  to  the  atten- 
tion of  the  legislative  body  in  order  to  obtain  their  counsel  and  guidance 
and  approval  of  the  specific  plan.  I  think  the  reason  for  this  is  clear  In 
the  past,  there  was  always  lots  of  fighting  about  why  spend  the  money 
Now  I  think  the  intent  is  the  other  way.  I  think  they  want  to  avoid 
the  mistakes  that  we  made  at  Folsom  and  the  other  reservoirs  where 
after  the  facilities  were  completed,  they  are  inadequate. 

A  great  deal  of  discussion  has  beeii  g^ven  to  the  word  "enhance- 
ment." I  think  it  is  confusing.  A  better  way  to  consider  this  is  to  say 
we  are  actually  meeting  a  public  need.  Certainly  the  construction 
agencies  have  a  legal  as  well  as  a  moral  obligation  to  take  care  of  the 
public  s  interest  m  using  these  reservoirs.  It  is  pretty  hard  to  argue 
whether  you  should  spend  a  dollar  here  and  a  dollar  there  or  call  it 
enhancement  or  medication  or  whatever  word  that  vou  use.  I  think  the 
need  tor  the  program  contemplated  by  your  bill  is  ^obvious.  The  source 
o±  funds,  I  think,  IS  probably  a  detail  that  can  be  worked  out  If  it  is  not 
possible  to  get  the  needed  money  from  tideland  revenues,  I  certainly 
hope  that  you  investigate  the  other  sources  of  monev,  either  to  general 
fund  obligations  or  some  other  source,  The  mechanics  of  the  thing  are 
equally  immaterial-the  agency  does  the  work.  I  think  the  Department 
of  Water  Resources  has  demonstrated  a  real  ability  in  planning  and  I 
think  they  can  do  an  equally  good  job  in  construction,  operation  and 
maintenance. 

In  California  you  do  have  another  agency  that  I  cannot  help  but 
^".']  ""  wn  ^r/'^^  ^ery  fine  program  along  these  same  lines  constructed 
vL  T%v  ;  li"  Conservation  Board.  If  I  can  leave  any  suggestion  with 
you,  I  think  the  wildlife  board  has  done  a  fine  job,  probably  the  best  in 
the  country  m  the  development  of  public  access  and  helping  local  com- 
munities and  districts  develop  reservoir  recreational  facilities  It  is  an 
excellent  program    They  could  use  more  money.  If  you  don't  know 

Tp^f  thf  T^?Mi%    n   '''"'  ^^•'''  "'^^^^°^^  ^^^^^^•«'  I  ^^^«^^1^^  certainly  sug- 
fine  job  '  Conservation  Board  could  handle  it  and  do  a  darn 

It  might  be  of  interest  to  note  that  the  Corps  of  Engineers  allows  up 

ItoccurTtTm^tV^:.-'!''  '  ''■l'''''  ''  ^'  '^'^  recreational  facTtie 
It  occurs  to  me  that  this  three  million  dollars  a  year  over  a  15-year  period 
would  come  out  to  perhaps  three  percent  of  the  cost  of  this  project 
which  you  were  considering.  On  this  basis,  I  would  say  that  you  were 
I^IAS:!^'^^:^^''  ''^'  -^^  '^  ^-^^^^  -y  easify  in  the 

EDDIE  BRUCE,  President,  California  Wildlife  Federation 
We  recommend  that  Section  5900  of  the  Fish  and  Game  Code  be 

amended  to  require  that  the  State  of  California,  as  an  owneTof  a  dam 
wfT'l  ^,^^/,^\P^otection  and  enhancement  of  fish  and  wildlife: 
We  also  feel  it  to  be  appropriate  that  the  proceeds  from  our  natural 

resources  be  used  to  preserve  and  enhance  another  resource  that  is 
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oravely  eudangered.  This  philosophy  should  overcome  the  objections  of 
the  water  users  who  would  feel  they  were  paying  for  a  program  from 
which  they  receive  no  direct  benefits. 

GENE  CONWAY,  Water  Committee,  San  Diego  Wildlife  Federation 

As  far  as  San  Diego  County  is  concerned,  there  probably  will  not  be 
any  need  from  a  recreational  standpoint  for  any  additional  dams  or 
impoundments.  All  we  need  now  is  the  water  to  fill  our  existing  facili- 
ties. .  , 

We  have  always  been  interested  in  this  county  m  a  program  to  pro- 
vide some  form  of  recreation  to  the  sportsman  so  he  doesn't  have  to  go 
on  a  trip  that  might  cost  him  two  or  three  hundred  dollars  to  the  high 
Sierras  or  go  to  Northern  California  and  get  in  the  hair  of  some  of  our 
Northern  California  fishermen  and  hunters.  We  feel  as  though  we  would 
like  to  provide  something  local  so  that  people  can  find  time  to  spend 
the  weekend  in  some  sort  of  fishing  and  hunting. 

In  San  Diego  County,  I  have  seen  the  revenues  that  have  come  from 
the  operation  of  our  city  lakes.  I  have  seen  that  sometimes  it  reaches 
rather  substantial  sums.  It  has  always  gone  into  the  general  fundot 
this  county.  We  sportsmen  have  always  thought  that  a  greater  portion 
of  that  revenue  coming  from  the  use  of  these  establishments  should  be 
plowed  back  into  the  facilities  and  used  for  the  purpose  of  enhancing 
fishing  and  hunting.  . 

Another  question  is :  What  is  going  to  be  done  with  the  revenue  oyer 
and  above  the  enhancement  costs  or  the  maintenance  costs?  I  think 
there  might  be  a  problem  in  planning  some  way  to  spend  that  money. 
In  conclusion,  I  want  to  sav  that  this  county  fish  and  game  federa- 
tion is  fully  in  accord  with  the  water  program  plans  of  your  committee 
and  will  fully  support  it. 

JOHN  F.  REGINATO,  General  Chairman,  Shasta  Cascade  Association 

We  are  definitely  in  favor  of  this  legislation.  It  spells  out  in  dollars 
and  cents  a  fund  for  fish  and  wildlife  enhancement  and  for  recreation. 
We  have  had  some  concern  as  to  whether  sufficient  legislative  policy 
existed  in  this  field.  AVe  are  very  much  in  accord  with  the  position  ot 
the  Department  of  Water  Kesources  in  that  the  basic  facilities  should 
be  developed  and  planned  for  in  the  initial  construction  stages  o±  the 

project.  „  .•      •  i 

It  has  been  seen  that,  as  soon  as  the  first  bucket  of  water  empties  into 
a  reservoir  there  will  be  individuals  with  boats  and  other  recreation 
seekers  who  will  try  to  use  these  facilities.  Unless  there  is  concurrent 
construction  of  these  facilities,  they  will  certainly  be  a  detriment  tp 
the  county  in  which  the  reservoir  is  being  completed.  From  our  experi- 
ence here  in  Northern  California,  the  northern  counties  are  not  in  a 
position  to  finance  the  development  of  the  basic  recreational  facilities 
and  yet  these  facilities  create  a  problem  for  the  counties  m  healtti, 
sanitation,  fire  and  law  enforcement.  We  are  of  the  opinion  that  the 
State  has  a  definite  responsibility  to  finance  the  construction  of  basic 
recreation  facilities  as  well  as  the  enhancement  of  the  fish  and  wildlife 


resources. 
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CECIL  PHIPPS,  Vice  President,  Sportsmen's  Council  of  Central  California 

To  sum  up  our  position,  we  believe  the  fish,  wildlife  and  recreational 
features  of  any  water  project,  whether  public  or  private,  should  be 
bui  t  at  the  same  time  as  the  project  is  constructed  and  the  costs  appli- 
cable to  these  features  should  be  a  nonreimbursable  cost  charged  di- 
rectly to  the  project. 

GEORGE  D.  DIFANI,  Executive  Secretary,  California  Wildlife  Federation 

In  our  preliminary  studies,  it  was  discovered  that  Section  5900  of 
the  Fish  and  Game  Code  imposed  certain  conditions  upon  any  private 
dam  construction  and  even  upon  the  federal  government  We  were 
amazed  to  find  that  the  State  had  excluded  itself  from  those  conditions 
It  would  seem  to  be  desirable  and  advisable  for  the  State  to  subject 
Itself  to  the  same  restrictions  to  those  imposed  upon  private  citizens  and 
the  federal  government.  I  heartily  agree  that  the  amendment  to  Sec- 
tion 5900  of  the  Fish  and  Game  Code  that  would  include  the  State  as 
owner  of  a  dam  is  a  must. 

I  also  deem  it  appropriate  that  the  proceeds  from  our  natural  re- 
sources be  used  to  preserve  and  enhance  other  resources  that  are  gravely 
endangered.  This  philosophy  should  overcome  the  objections  of  water 
users  who  would  feel  that  they  were  paying  for  a  program  from  which 
they  would  receive  no  direct  benefits. 

_  I  might  say  that  many  of  us  have  spent  a  good  manv  years  in  follow- 
ing the  problem  in  reference  to  water  and  fish  and  wildlife  and  we 
have  been  stepchildren  for  a  good  many  years.  We  are  certainly  happy 
that  we  are  beginning  to  be  recognized.  This  legislation  will  do  a  great 
aeal  towards  the  demand  for  outdoor  recreation.  Actually,  this  legisla- 
tion IS  probably  the  answer  to  our  prayers,  you  might  say. 

J.  MARTIN  WINTON,  Chairman,  Advisory  Committee  to  The  California 
State-Owned  Mendota  Waterfowl  Management  Area 

The  transfer  of  water  from  one  watershed  to  another  in  California 
poses  many  serious  problems  and,  as  we  progress  in  the  water  develop- 
ment of  California,  we  must  plan  and  consider  the  effect  on  fish  and 
game.  May  I  propose  that  a  certain  percentage  of  water  be  allocated 
from  any  project.  State  or  federal,  in  direct  relation  to  the  total  amount 
of  water  available  from  the  project  and  that  the  use  of  this  water  be- 
come the  property  of  the  people  of  the  State  of  California  to  be  used 
only  tor  the  conservation  of  the  fish  and  wildlife.  I  feel  the  private  tax- 
^  M^^?-i.^^^^^^^^^®^^  ^°  ^'^^^^^  ^^^®  quantity  of  water  available  for  fish  and 
wildlife  from  private,  state  and  federal  projects  whether  it  be  1  percent 
5  percent  or  10  percent  of  the  total  water  available  and  that,  if  he 
then  could  be  assured  this  percentage  of  water  by  legislation,  the  diver- 
sion of  100  percent  of  our  water  for  agricultural  and  industrial  use 
that  IS  now  takmg  place  could  be  eliminated.  There  are  people  now  who 
feel  that  the  cost  of  State-  and  federal-owned  land  for  wildlife  is  not 
m  keeping  with  sound  business  practices  or  conservation  and  that  both 
the  State  of  California  and  the  federal  government  are  at  this  time 
land  poor.  Personnel  and  funds  for  the  development  and  maintenance 
of  government-owned  property  are  not  now  available.  The  Hometown 
l^roject  which  contemplates  operation  and  ownership  vested  in  local 
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political  subdivisions  seem  more  practicable  and  less  expensive  to  the 
taxpayer  than  the  establishment  of  more  bureaucratic  agencies  by  both 
the  State  and  federal  governments.  In  my  opinion  there  is  a  distinct 
difference  between  fish  and  game  and  recreation.  Because  I  think,  in  this 
day  and  age,  with  the  water  sports  becoming  what  they  are  and  consid- 
ering the  facilities  that  must  be  available — and  the  waterworks  that 
should  be  available  for  beaches  and  parks,  for  example,  that  there  is  a 
distinct  difference. 

I  would  just  as  soon  see  the  recreational  facilities,  such  as  those  at 
Millerton  Lake  be  included  in  the  jurisdiction  of  beaches  and  parks,  but 
I  do  say  that  no  money  should  be  allocated  to  acquire  lands  for  fish 
and  game  purposes. 

F.  ERLE  WRIGHT,  Chairman,  Delta  Waterways  Inter-Club  Committee 

The  policy  of  my  organization  is  to  oppose  any  structure  that  will 
restrict  or  eliminate  any  of  the  recreational  use  for  which  we  are  now 
or  might  in  the  future  use  our  waterways.  We  believe  in  multiple 
use  of  the  waterways.  We  are  further  opposed  to  any  attempt 
under  the  guise  of  multiple  use  of  water  which  would  delete 
or  eliminate  any  single  use  of  water  in  favor  of  some  other  uses  of 
water.  We  also  oppose  any  attempt  to  charge  us  for  the  water  for  which 
we  are  not  now  being  charged.  By  charge,  I  mean  fees.  We  feel  that 
we  pay  our  way  with  taxes,  many  taxes  on  the  boats,  motors,  fish  tackle, 
and  other  gear  that  we  use  upon  the  water.  I  assure  you  that  our  group 
will  resent  and  will  constructively  oppose  any  attempt  to  put  a  lock 
in  the  Delta  waterways  that  we  have  to  pay  to  use.  We  don't  believe 
that  if  a  lock  is  necessary  for  this  water  system  to  work,  we  should  be 
charged  to  pass  through  that  lock.  We  now  have  passage  to  any  part 
of  our  Delta  waterways  without  charge  or  fees  and  we  most  sincerely 
feel  that,  should  locks  or  bridges  for  boat  passage  be  constructed  in 
the  Delta,  they  should  be  absolutely  free  with  no  fee  or  charge  made 
directly  to  the  public  who  must  use  them. 

I  would  like  to  state  that  our  group  endorses  unanimously  the  intent 
of  your  proposed  addition  to  the  State  Water  Code.  Now  you  notice 
that  I  said  intent,  because  we  do  believe  that  it  is  your  intent  to  enhance 
our  waterways  with  nonreimbursable  funds. 

ROBERT  DURBROW,  Representative,  Irrigation  Districts 
Association  of  California 

The  Irrigation  Districts  Association  of  California  represents  the  or- 
ganizations that  distribute  a  majority  of  the  water  put  to  use  in  the 
State  of  California.  Copies  of  the  proposed  legislation  were  submitted 
to  the  association's  legislative  committee  and  my  presentation  will 
reflect  the  comments  received  from  those  members.  Generally,  there 
was  interest  in  the  proposal  and  a  desire  to  hear  more  about  how  it 
would  work  and  perhaps  the  proceedings  of  these  hearings  will  supply 
the  extra  information  and  details  of  operation  that  we  did  not  send 
our  members  with  the  proposed  legislation. 

We  are  pleased  that  the  proposal  recognizes  our  longtime  contention 
that  the  costs  of  enhancement  of  water  development  projects  for  recrea- 
tion, fish  and  wildlife  are  not  properly  chargeable  directly  to  the  water 
users,  whose  needs  have  been  the  cause  of  the  development  and  whose 
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credit  is  usually  stretched  to  the  utmost  to  construct  the  basic  facility. 
The  planning  for  and  separate  financing  of  these  additions  to  projects 
seem  to  us  to  be  a  step  in  the  right  direction. 

It  is  our  belief  that  any  state  financing  of  recreation  will  go  further 
if  those  using  the  recreation  facilities  help  to  pay  the  cost,  and  we 
believe  that,  where  possible,  the  users  as  the  direct  beneficiaries  of  such 
facilities  sliould  help  with  the  costs. 

Concern  is  expressed  by  some  of  our  members  that  a  broad  policy  that 
recreation,  fish  and  wildlife  facilities  should  be  furnished  by  the  State 
on  a  nonreimbursable  basis  will  discourage  the  development  of  these 
facilities  by  private  or  local  public  agencies.  Why  pay  for  something 
the  State  will  supply  free  ?  To  encourage^  the  maximum  development, 
every  effort  should  be  made  to  get  everybody  into  the  act.  Use  of  state 
funds  sparingly  on  a  matching  basis  or  the  encouragement  of  local  ex- 
penditures will  certainly  get  the  State  the  most  for  its  money. 

The  proposal  appears  to  set  policy  for  all  State  and  local  water 
development  projects  but  to  provide  financial  assistance  only  for  those 
constructed  by  the  State.  If  the  policy  is  to  be  adopted,  we  believe  that 
it  would  only  be  fair  and  equitable  if  the  financial  assistance  were 
applied  to  all  water  development  projects,  with  the  possible  exception 
of  federally  constructed  facilities. 

At  the  1959  session  of  the  Legislature,  a  law  was  passed  which  would 
require  districts  to  open  certain  reservoirs  to  fishing.  It  would 
seem  logical,  if  the  State  is  going  to  declare  expenditures  for  such 
activities  in  the  interest  of  the  people  of  the  State,  that  any  funds 
made  available  by  the  State  should  also  be  made  available  to  districts 
required  to  open  reservoirs  to  the  public.  In  spite  of  the  position  taken 
by  some  of  our  members,  others  object  to  the  extension  of  the  proposal 
to  our  districts  because  of  the  anticipated  state  regulations  which  no 
doubt  would  come  with  the  gift  of  any  funds. 

A  final  problem  which  the  members  of  our  committee  raised  concern- 
ing the  proposed  legislation  is  one  of  real  concern  for  and  distrust  of 
continuing  appropriations  which  are  set  at  arbitrary  totals  or  by 
involved  formulae,  and  which  are  not  geared  to  specific  projects  which 
have  been  approved  in  advance.  There  is  a  feeling  that  at  times  a  real 
effort  is  made  to  use  up  a  continuing  appropriation,  and  often  the  bene- 
fit derived  by  the  state  taxpaj^ers  approaches  zero.  We  believe  that  the 
best  means  of  preventing  unnecessary  waste  of  state  funds  is  to  submit 
proposals  for  enhancement  of  water  development  projects  annually 
directly  to  the  Legislature,  either  as  budget  items  in  connection  with 
the  water  development  projects  to  be  enhanced  or  as  separate  items 
describing  the  proposed  additional  expenditure  in  sufficient  detail  for 
legislators  to  understand  it. 

It  is  apparent  that  the  disposition  of  the  State  Land  Act  funds  could 
stand  some  clarification,  as  it  is  almost  impossible  to  read  the  law  on  the 
subject  and  determine  what  happens  to  the  money.  I  think  that  all 
expenditures  of  these  funds  could  well  be  studied  to  see  if  they  might 
not  be  spent  to  the  greater  advantage  of  the  State  if  they  went  directly 
to  the  General  Fund  for  expenditure  for  beach,  park  and  other  items, 
but  on  a  basis  of  consideration  annually  in  the  state  budget. 

In  summary,  the  following  suggestions  are  offered  by  the  association 
based  upon  comments  of  its  legislative  committee  members : 
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1.  Amend  the  declaration  of  the  Legislatnre  to  broaden  the  uses  for 
water  development  projects  to  a  true  multiple-use  policy. 

2.  Qualify  the  legislative  declaration  to  encourage  repayment  of 
funds/or  matching  of  funds  where  appropriate,  to  secure  as  much 
mileage  as  possible  from  state  moneys. 

3.  Provide  policy  or  other  means  of  evaluating  the  benefits  of  any 
enhancement  proposal  to  insure  the  wise  use  of  state  funds. 

4.  Amend  the  proposed  legislation  to  provide  that  expenditures  of 
state  funds  under  the  policy  declaration  are  available  to  other 
agencies  than  the  State  alone. 

5.  Amend  the  financial  features  of  the  proposal  to  eliminate  the 
continuino-  appropriations  and  provide  the  recreation,  fish  and 

wildlife  enhancement  proposals  for  water  development  projects 
be  submitted  as  state  budget  items  by  the  appropriate  state  de- 
partments or  agencies  on  an  annual  basis. 
JOHN  VAN  ASSEN,  Vice  President  of  the  Associated  Sportsmen  of  California 
I  have  listened  with  great  interest  this  morning  to  many  of  the  state- 
ments that  have  been  made  by  the  Water  Resources  Board,  by  the  Ue- 
partment  of  Fish  and  Game,  and  others. 

I  am  quite  discouraged  and  quite  worried.  I  think  there  is  a  quotation 
in  the  Bible  that  savs  when  everything  was  darkest,  when  darkness 
came  over  the  land,  the  Lord  lifted  His  head  from  the  cross  and  said, 
' ' Mv  God,  My  God,  why  hast  Thou  forsaken  me ?' ' 

That  is  how  I  feel  at  the  present  time.  I  remember  a  few  years  ago 
that  the  Department  of  Fish  and  Game  came  out  with  a  book  called 
Appendix  C  stating  many  facts  and  figures  of  what  would  happen  to 
our  fisheries  if  we  had  barriers  and  different  types  of  water  projects^ 

I  will  only  quote  a  few  from  memory,  but  I  remember  it  stating  that 
if  certain  types  of  water  svstems  were  used,  we  would  possibly  lose  bU 
to  90  percent  of  our  striped  bass,  lose  40  percent  of  our  salmon,  and  so 
on  down  the  line  to  other  migratory  fish. 

I  note  that  the  Water  Resources  Board  definitely  at  no  time  could 
give  us  a  definite  statement  as  to  what  was  going  to  happen  to  the 
mio-ratory  fish.  I  have  noticed  this  at  our  meetings  in  Santa  Cruz ;  they 
have  beeii  at  our  council  meetings.  The  reason  that  the  organized  sports- 
men are  very,  very  concerned  about  this,  is  because  of  the  past  history 
of  what  has  happened  to  our  water  and  also  what  has  taken  place  m  the 
last  few  months.  . 

I  was  one  of  those  persons  who,  with  the  committee  ot  organized 
sportsmen,  went  to  the  Governor.  I  also,  on  that  particular  day,  con- 
tacted your  chairman  and  we  went  through  many  of  the  facets  of  this 
California  Water  Plan.  I  know  at  that  time  that  I  was  given  the  assur- 
ance that  there  would  be  a  directive  that  would  immediately  be  sent  to 
the  Water  Resources  Board  and,  gentlemen,  I  am  still  waiting  for  that 
directive.  Also,  at  that  time  we  were  assured  that  there  would  be  policy 
coming  from  the  Governor's  Office  stating  exactly  to  the  point  of  saying 
what  would  take  place.  That  has  never  happened. 

We  have  had  a  history  of  water  in  the  last  few  years  m  the  State  of 
California,  especially  in  this  valley  that  has  never  been  right.  It  has 
been  a  long  ways  from  being  right,  as  far  as  conservation  is  concerned. 
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Let's  go  back  a  few  years,  10  years  ago,  when  the  Friant  Dam  was  first 
built.  At  that  particular  time,  we  were  assured  that  we  had  nothing  to 
worry  about  migratory  fish.  I  agree,  that  was  a  verbal  agreement  and 
I  can  assure  you  that  that  was  a  mistake  the  sportsmen  made  at  that 
time. 

In  1945,  the  water  was  cut  off.  At  the  present  time,  the  San  Joaquin 
River  is  completely  dried  up  and  we  have  lost  a  fishery  that  at  one 
time  produced  10  percent  of  all  of  the  salmon  in  this  State.  I  assure 
you  that  we  became  very  much  concerned  and  we  tried  to  get  some 
answers.  "We  contacted  the  Department  of  Fish  and  Game.  At  that  time 
they  said  they  would  try  to  get  some  water  from  the  Water  Resources 
Board.  After  this  particular  hearing,  we  were  assured  that  if  we  lost, 
that  the  department  would  go  into  litigation  whereby  the  State  of  Cali- 
fornia would  go  to  suit  with  the  Bureau  of  Reclamation  and  try  to  get 
some  water  which  was  promised  to  us  many  years  ago  to  restore  fish 
on  this  particular  river.  At  that  particular  time,  I  represented  the 
Associated  Sportsmen.  I  knew  that  we  had  30  days  to  appeal  that 
decision  after  it  came  out,  which  was  not  given  to  us.  At  the  end  of 
30  days,  when  I  came  back  from  my  vacation,  there  had  been  made  no 
appeal.  We  had  taken  $50,000,  or  $70,000  of  our  license  money  and 
sent  it  down  to  China. 

After  many,  many  conversations  of  telephone  calls  trying  to  get  a 
direct  answer,  it  was  suddenly  called  to  my  attention  that  the  Gov- 
ernor had  told  the  Department  of  Fish  and'  Game  to  lay  off ;  and  so, 
consequently,  a  beautiful  river  was  put  out  of  commission. 

So  consequently,  this  legislation  might  not  be  the  whole  answer — it 
might  not  be  the  complete  answer,  but  the  Associated  Sportsmen  of 
California  endorsed  this  100  percent,  the  present  bill  for  $3  million  for 
the  enhancement  of  our  fisheries. 

I  am  a  member  of  the  State  of  California  Regional  Valley  Pollution 
Board,  and  I  can  assure  you  that  because  of  a  lack  of  the  water  down 
the  San  Joaquin  River,  we  have  lost  many,  many,  many  thousands  of 
dollars  right  here  in  the  city  alone.  I  wish  that  I  had  the  time  and 
equipment  to  show  you  some  of  the  dead  fish  and  wildlife  which  we 
have  had  recently  because  of  the  lack  of  that  water. 

LES  ELLIS,  Member,  Fresno  County  Sportsmen's  Club 

I  have  before  me  a  resolution  adopted  by  the  board  pertaining  to 
Assembly  Bill  No.  3838 : 

Whereas,  The  California  Legislature  has  taken  an  increasing 
interest  in  matters  affecting  our  fish  and  wildlife,  and  recreation ; 
and 

Whereas,  There  is  an  increasing  need  for  the  protection  and 
enhancement  of  the  fish  and  wildlife  resources  and  to  meet  the 
recreational  needs  of  this  State ;  and 

Whereas,  Legislation  has  been  enacted  declaring  the  use  of 
water  for  fish  and  wildlife  and  recreation  as  a  beneficial  use,  giving 
protection  to  the  water  supplies  needed  for  these  resources,  and 
calling  for  inclusion  of  fish  and  wildlife  and  recreational  needs  in 
the  planning  of  state  water  development  projects ;  and 

Whereas,  Many  water  projects  would  be  brought  about  by 
passage  of  the  California  Water  Development  Bond  Act  j  and 
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Whereas  It  is  only  proper  that  such  projects  include  all  pos- 
sible protection  and  enhancement  of  our  fish  and  wildlife  resources 
and  for  recreation ;  and  ^^         f 

Whereas  The  Governor  of  California  has  avowed  a  policy  ot 
maintaining,  protecting,  and  enhancing  fish  and  wildlife  resources 
incident  to  and  in  connection  with  state  water  development  proj- 
ects for  the  benefit  of  all  the  people ;  and  .      . 

Whereas,  Assembly  Bill  No.  3838  as  proposed  would  require  m 
each  water  development  project  the  incorporation  of  such  plans 
and  construction  and  the  acquisition  of  such  lands  as  would  ensure 
the  full  utilization  of  the  project  for  the  enhancement  of  fish  and 
wildlife  and  for  recreational  purposes  to  the  extent  consistent  with 
other  uses  of  the  projects ;  and 

Whereas,  Assembly  Bill  No.  3838  as  proposed  would  provide  for 
the  continuous  appropriation  into  a  special  fund  of  not  to  exceed 
$3  000  000  a  year  of  State  Land  Act  monies  to  the  Department  ot 
Wkter  Resources  for  the  financing  of  such  features  for  the  enhance- 
ment of  fish  and  wildlife  and  recreation;  now,  therefore,  be  it 

Resolved  and  declared,  That  the  Executive  Board  of  the  Fresno 
County  Sportsmen's  Club  supports  and  hereby  ^fP«  enactment  ot 
the  leo-islation  embodied  in  the  proposed  Assembly  Bill  No  3838 
provided  that  objectives  and  purposes  proposed  therein  specifically 
include  protection  and  maintenance  of  fish  and  wildlife  and  recre- 
ation as  well  as  enhancement ;  be  it  further 

Resolved  and  declared,  That  full  support  of  this  measure  by  the 
Fresno  County  Sportsmen's  Club  shall  be  forthcoming  if  the 
language  of  the  measure  ensures  that  provisions  for  the  enhance- 
ment of  recreation  will  not  subordinate  provisions  for  the  Protec- 
tion maintenance  and  enhancement  of  fish  and  wildlife  such  that 
all  project  monies  could  conceivably  be  expended  withm  any  one 
project  for  land  acquisition  or  other  physical  requirements  solely 
for  recreation  leaving  no  money  at  all  for  the  other  major  consid- 
erations: be  it  further  ^       .     o       . 

Resolved  and  declared,  That  the  Fresno  Coun  y  ^^portsmen  s 
Club  supports  the  language  of  the  proposed  Assembly  Bill  No  383« 
ensuring  that  up  to  $3,000,000  annually  be  appropriated  to  the 
Department  of  Water  Resources  in  order  to  carry  out  the  express 
purposes  and  intent  of  the  legislation ;  be  it  further 

Resolved  and  declared,  That  the  Fresno  County  Sportsmen  s 
Club  urges  that  the  financing  and  source  of  monies  necessary  for 
carrying  out  the  purposes  and  intent  of  the  proposed  Assembly 
Bill  No.  3838  be  made  an  integral  part  and  function  of  the  Cali- 
fornia Water  Development  Bond  Act  in  accordance  with  the  intent 
of  the  Governor  to  urge  legislation  under  this  act  at  the  1961 
Session  of  the  Legislature  which  will  guarantee  a  suitable  pattern 
for  maintenance,  protection,  and  enhancement  of  wildlife. 

"The  foregoing  resolution  is  adopted  this  20th  day  of  June, 
1960,  by  majority  vote  of  the  Executive  Board  of  the  Fresno 
County  Sportsmen's  Club  meeting  in  regular  session.  Signed, 
Richard  Shay." 
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MRS.  RICHARD  GLASS,  State  Water  Chairman,  League  of 
Women  Voters  in  California 

As  a  national  organization  we  support  national  policies  and  proce- 
dures which  promote  comprehensive,  long-range  planning  for  the  con- 
servation and  development  of  water  resources.  We  believe  that  co- 
ordinated planning,  development  and  water  management  on  a  regional 
basis  is  essential.  We  also  think  that  the  federal  government  has  a 
necessary  role  in  financing  water  resources  development  but  that  state 
and  local  governments  and  private  users  should  share  such  costs,  as 
far  as  possible,  based  on  the  benefits  received  and  the  ability  to  pay! 

The  league  consensus  is  that  equitable  financing  requires  water  and 
power  users  to  pay  the  costs  of  state  wate^  developments  but  flood  con- 
trol, recreation,  and  fish  and  Avildlife  protection  and  enhancement  can 
be  considered  nonreimbursable  costs  to  be  borne  by  the  general  tax- 
payer. We  think  that  recreation  and  fish  and  wildlife  conservation  are 
vital  parts  of  any  multipurpose  project.  Since  they  contribute  to  the 
general  welfare  of  the  State,  they  are  a  legitimate  charge  on  the  gen- 
eral taxpaj^er. 

The_  emphasis  in  the  proposed  bill  to  incorporate  recreation  and  fish 
and  wildlife  enhancement  in  the  original  construction  of  water  projects 
is  most  desirable. 

MISS  BLANCHE  M.  KRAL,  Secretary,  Inland  Council  of  Conservation 
Clubs  of  San  Bernardino  and  Riverside  Counties 

Utilization  of  water  from  the  project  must  be  on  multiple  use  basis 
in  all  respects.  Certain  portions  of  reservoirs  mav  be  designated  for 
fishing,  swimming  and  skiing,  and  should  not  be  allowed  to  intermingle 
This  should  be  spelled  out  by  legislative  policy.  The  multiple  use  con- 
cept should  be  further  spelled  out  to  the  point  that  no  one  reservoir 
will  be  so  designated  as  domestic  water  only  and  no  other  recreation 
provided.  On  the  other  hand  pollution  control  shouldn't  be  forgotten. 
_  Recreational,  fishing  and  wildlife  enhancement  and  project  construc- 
tion will  be  of  little  value  unless  access  roads  are  provided  and  main- 
tained. Project  constructions  may  include  said  access  roads  but  with 
the  present  access  problems  this  point  should  be  stressed. 

Waterfowl  should  be  given  great  consideration  in  certain  areas  that 
pernaps  at  present  are  wintering  areas  for  the  birds  or  future  areas 
developed.  San  Jacinto  Valley,  Riverside  County  is  a  very  old  area 
for  waterfowl,  especially  wintering  area.  Most  of  the  marsh  areas  are 
gone  with  the  exception  of  private  hunting  clubs.  More  area  is  needed 
tor  public  hunting  rather  than  private  clubs. 

AH  fish,  wildlife  and  recreational  enhancement  along  with  uses  of 
the  water  should  be  thoroughly  spelled  out  and  carried  out. 

EUGENE  BACIU,  Representative,  Federated  Sportsmens  Association 
in  Santa  Barbara 

I  believe  your  program  for  the  enhancement  of  fish  and  wildlife  is 
very  good,  also,  I  believe  there  should  definitely  be  a  file  kept  in  Sacra- 
mento or  some  other  designated  place  of  all  fishing  and  hunting  licenses 
issued. 
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FRED  SABELMAN,  Representative,  Northern  California  Wildlife  Federation 

The  Northern  California  Wildlife  Federation  directors  have  agreed 
there  is  an  absolnte  and  immediate  need  to  adjnst  the  licensing  arrange- 
ment of  hnnters  in  California. 

At  present,  a  prospective  hunter  can,  for  example,  purchase  several 
hunting  licenses  at  various  sporting  goods  stores,  with  appropriate  deer 
tags  and  waterfowl  stamps,  without  challenge  or  presen  ation  ot 
identification.  Said  hunter  can  take  what  is  known  as  a  legal  limit  ot 
game  have  it  properly  validated  without  further  proof  of  identity  and 
transport  said  game 'to  any  point  in   California  for  consumption  or 

'for  consideration  by  this  committee,  we  respectfully  suggest  the 
following  changes : 

1  A  two-fold,  permanent-type  hunting  license  to  be  issued  accept- 
able applicants,  who  are  residents  of  California  and  who  fill  all  other 
requirements,  bv  the  California  Department  of  Fish  and  Game._ 

2  Anyone  desiring  to  hunt  game  birds,  mammals  and  all  wildlife 
in  areas  where  hunting  licenses  are  presently  required,  shall  _  make 
application  for  said  license  on  forms  provided  by  the  Calitornia  De- 
partment of  Fish  and  Game,  to  all  sources  of  distribution  presently 
issuing  hunting  licenses  in  co-operation  with  the  department.  Then 
applic^ations  must  be  mailed  to  the  Department  of  Fish  and  Game  m 
Sacramento  at  least  30  days  before  said  license  is  expected  to  allow 
checking  of  authenticity,  as  is  necessary  to  establish  the  rate  of  false 

^^sIm  permanent  license  shall  be  complete  with  the  name  and  cur- 
rent address  of  applicant,  color  hair,  eyes,  height,  weight,  date  of  birth, 
sex  and  California  drivers  license  serial  number,  it  he  has  one. 

3  Each  permanent  license  shall  be  designed  with  space  provided  for 
change  of  address,  which  should  be  a  part  of  the  Pf™^anent  record  of 
licensee,  on  file  with  the  original  application,  kept  by  the  California 
Department  of  Fish  and  Game  in  Sacramento. 

The  subsequent  licenses  could  then  be  validated  by  a  stamp  that  could 
be  purchased  through  the  present  agent  system. 

FRED  SABELMAN,  Representative,  California  Bowman  Hunters  and 
Field  Archers  Association 

Because  of  the  desire  of  the  majority  of  the  members  of  my  associa- 
tion to  participate  in  all  phases  of  hunting  in  California,  it  is  sug- 
gested that  one  license,  and  one  set  of  deer  tags  be  used  by  both  rifle- 
men and  bowmen  to  allow  the  interchange. 

We  further  proposed  that  all  persons  using  bows  and  arrows  tor 
hunting  big  game  in  California  purchase  their  permaneiit  license  and 
affix  thereto  a  bowhunters  permit  stamp  issued  by  the  Department  ot 
Fish  and  Game  at  the  cost  of  $2  for  the  license  year. 
GEORGE  D.  DIFANI,  Executive  Secretary,  California  Wildlife  Federation 

I  have  been  requested  to  present  the  following  statement  for  the 
Fresno  County  Sportsmen's  Club  by  Les  EUis,  Director  and  Past 
President. 
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This  letter  was  directed  to  the  commission  in  reference  to  the  trout 
policy,  so  it  is  before  the  Fish  and  Game  Commission  now  for  discus- 
sion and  action. 

Our  executive  committee  reviewed  the  proposed  "trout  produc- 
tion policy"  prepared  by  the  Department  of  Fish  and  Game  for 
the  Fish  and  Game  Commission  to  consider  adopting  at  its  meet- 
ing of  December  3,  1959. 

We  interpret  the  proposal  as  restricting  the  annual  cost  of  the 
trout  hatchery  program,  not  including  fingerlings,  to  equal  the 
annual  revenue  from  the  trout  anglers  through  the  sale  of  trout 
stamps. 

We  consider  this  amount  to  be  in  tjie  neighborhood  of  $675,000 
based  on  the  department's  many  surveys  indicating  consistently 
that  half  of  the  fishermen  who  buy  a  license  are  trout  anglers, 
the  total  number  of  licenses  being  sold  annually  at  present  being 
about  1,350,000.  One-half  of  this  amount  would  be  675,000  or  that 
many  dollars  being  made  available  for  the  catchable  size  trout 
production   program. 

Our  executive  committee  voted  favorably  on  this  proposal  but 
feel  that  other  gauges  should  be  established  for  additional  fishery 
programs. 

"In  other  words,  what  are  the  plans,  and  to  which  extent  will 
projects  be  undertaken  for:  (1)  stream  improvement;  (2)  lake 
improvement;  (3)  introduction  of  new  species  of  game  and  forage 
fish;  (4)  fertilization  of  fishing  waters;  (5)  specific  projects  to 
improve  warm  water  fisheries;  (6)  specific  projects  to  improve 
ocean  fisheries,  to  name  only  a  few. 

If  anglers  paid  in  $675,000  for  trout  stamps,  they  would  Ve 
from  necessity,  had  to  pay  in  an  equal  amount  for  stamps  to  take 
inland  fish  other  than  trout.  Shouldn't  this  amount  be  earmarked 
for  what  it  was  paid  in  for? 

If  the  commission  intends  to  continue  the  year-round  trout  fish- 
ing season  in  Southern  California  but  only  from  May  to  October 
m  the  north,  we  object  to  the  planting  of  catchable  size  trout  ex- 
cept during  the  so-called  summer  trout  season.  The  organized 
sportsmen  of  the  State  went  along  with  the  year-round  trout  fish- 
ing proposal  of  the  Southern  California  sportsmen  due  to  water 
conditions  but  with  the  exclusive  understanding  that  no  trout 
would  be  planted  except  during  the  same  months  that  trout  were 
planted  in  the  north. 

This  has  not  been  the  practice  and  state  funds  paid  in  by  sports- 
men for  the  good  and  welfare  of  fishing  and  hunting  on  a  state- 
wide basis  are  being  used  for  the  year-round  benefit  of  Southern 
California  trout  anglers  in  contrast  to  six  months  for  the  northern 
trout  fisherman. 

This  letter  was  read  and  unanimously  approved  by  our  board 
of  directors  on  November  19,  1959." 

Now,  I  would  like  to  also  say  in  closing  that  the  California  Wildlife 
J^ederation  must  take  the  responsibility  for  supporting  and  actually 
urging  the  enactment  of  the  legislation  to  have  this  Booz,  Allen  and 
Hamilton  survey.  I  think  the  fact  has  been  brought  out  here  and  in 
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other  hearings  that  the  department  has  taken  about  200  of  the  sugges- 
tions and  is  putting  them  into  actual  use  and  they  are  going  to  adopt 
them  and  I  think  that  is  pretty  much  proof  of  the  survey's  value.  I 
have  read  the  report  and  I  am  in  hopes  that  our  federation  will  take 
some  concrete  action  on  some  of  the  things  other  than  the  200  recom- 
mendations that  the  department  have  already  adopted.  There  are  some 
other  good  things  in  it.  There  are  some  things  I  am  sure  our  organiza- 
tion will  not  buy,  but  I  think  that  is  rather  normal  also.  But  by  and 
large  I  think  that  personally  the  survey  was  worth  what  it  cost  and  I 
am  only  hopeful  that  our  group  can  come  to  the  final  decision  or  any 
decision  in  reference  to  some  other  decisions  that  are  going  to  be  made 
or  that  you  people  are  going  to  discuss.  Vince  Thomas  has  mentioned 
that  he  wonders  whether  we  have  taken  this  thing  in  stride  and  whether 
it  is  worth  what  it  cost.  I  would  like  to  answer  that  and  I  think  I  have 
pointed  out  what  has  been  done  and  the  report  as  Mr.  Gray  gave  it  this 
morning  in  reference  to  the  recommendation  of  the  fish  eradication  pro- 
gram in  warm  water  areas  is  being  adopted.  It  is  something  I  am  sure 
all  our  councils  are  in  favor  of  and  that  alone  is  to  get  that  movement 
started  and  get  it  really  moving  and  that  is  something  that  is  absolutely 
necessary  and  we  have  the  support  of  the  Booz,  Allen  and  Hamilton 
people  and  the  consultants  were  employed  to  come  here  from  other 
states,  experts  that  determined  those  things  on  the  basis  of  on-the- 
ground  surveys. 

EDDIE  BRUCE,  President,  California  Wildlife  Federation 

It  has  been  resolved  by  the  California  Wildlife  Federation  that  we 
support  the  proposed  Fish  and  Game  Commission  policy  on  trout 
hatchery  programs.  The  annual  cost  of  the  trout  hatchery  program 
for  catchable  trout  and  sub-catchable  trout,  not  including  fingerling 
trout,  should  not  exceed  the  income  from  the  trout  stamp  sales  to  trout 
anglers  during  the  prior  budget  period. 

As  to  the  pheasant  program,  we  support  the  retention  and  main- 
tenance of  the  put-and-take  adult  pheasant  planting  in  the  Zone  B 
pheasant  area  with  the  cost  not  to  exceed  the  revenue  of  pheasant 
license  money  collected  in  the  prior  budget  term  and  that  the  State 
Game  Farm  production  of  put  and  take  adult  pheasant  planting 
should  not  exceed  the  output  needed  to  attain  the  revenue  level. 

RAY  E.  WELSH,  President,  Sportsmen  Council  of  the  Redwood  Empire 

We  are  not  and  do  not  profess  to  be  fiscal  specialists;  we  are  not 
agency  administrators;  and  we  are  not  fish  and  game  managers.  We 
are,  however,  representatives  of  a  major  segment  of  the  public  that  is 
concerned  that  fish  and  game  and  the  other  natural  resources  of  Cali- 
fornia not  be  overlooked  when  problems  fostered  by  growing  popula- 
tion are  considered.  We  are  able  to  state  in  broad  terms  some  of  the 
steps  we  feel  must  be  taken  if  these  resources  are  to  be  properly  man- 
aged in  the  future  and  although  we  are  laymen  in  a  sense  we  feel 
that  we  are  able  to  speak  with  some  authority  because  we  represent 
that  segment  of  the  hunting  and  angling  public  which  is  banded  in  rod 
and  gun  clubs  to  work  actively  for  the  preservation  of  these  resources. 
We  feel  that  accelerated  work  is  essential  to  the  maintenance  and  en- 
hancement of  our  anadromous  fisheries.  We  feel  that  programs  must 
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be  developed  to  insure  the  place  of  fish,  game  and  recreation  in  the 
State's  water  development  program.  We  feel  that  there  must  be  an 
increased  emphasis  on  range  management,  brush  burning  and  deer 
habitat  development.  We  feel  that  pollution  of  the  public  waters  must 
be  controlled  and  eliminated.  We  feel  that  the  Fish  and  Game  Depart- 
ment should  be  administered  on  a  pay-as-you-go  basis  definitely. 

REG  RICHARDSON,  Representing  the  San  Diego  County 
Wildlife  Federation 

The  part  of  the  State  that  I  represent  is  greatly  dependent  upon 
the  artificial  so-called  put-and-take  programs.  As  to  the  question  on 
needed  expansion  this  put-and-take  program  will  need  to  be  increased 
with  the  public  demand  which  is  indicate^d  by  the  increased  licenses. 
We  know  that  our  part  of  the  State  of  California  is  probably  growing 
faster  than  any  other  part.  People  are  coming  in  by  the  droves  and 
it  is  recognized  that  there  should  be  some  cutbacks  in  some  of  the  fish 
and  game  fields  in  the  State  however.  We,  in  our  area,  are  certainly 
always  looking  for  new  activities  that  may  become  available  to  our 
hunters  and  fishermen  and  that  is  because  we  have  so  few  natural  ones 
that  for  instance  the  introduction  of  this  Florida  bass  may  be  a  terrific 
impetus  to  a  particular  area  that  we  have.  It  will  be  the  sort  of  thing 
that  they  are  looking  for  and  it  takes  a  lot  of  work  and  of  course  it  is 
costly. 

Our  group  hasn't  gone  too  much  into  the  cutbacks  that  we  feel 
should  be  made.  If  the  cutbacks  have  to  be  made  naturally  we  go  along 
with  that  where  the  money  in  turn  can  be  used  for  increased  natural 
habitat  uses  like  stream  improvement  and  the  sort.  We  would  be  willing 
to  share  some  of  the  revenue  from  the  trout  stamp  to  be  used  for 
stream  improvement  and  lake  improvement. 

ARDIS  WALKER,  Representing  the  Sportsmen  Council  of  Central  California 
and  the  Kern  River  Fish  and  Game  Association 

While  our  council  advocates  habitat  improvement  and  stream  re- 
habilitation to  maintain  the  natural  trout  fishery,  still  in  existence  in 
the  more  northern  Sierra,  we  are  faced  with  the  overwhelming  pressure 
of  the  millions  of  residents  of  Southern  California  who  already  have 
depleted  many  of  our  streams  to  where  a  eatchable  trout  program  must 
be  maintained  if  such  streams  are  to  meet  the  minimum  needs  of  those 
anglers.  Likewise,  while  we  worry  about  deer  management  and  habitat 
improvement  in  the  Sierras  to  the  east,  we  must  also  consider  the  ques- 
tion of  maintaining  a  satisfactory  ocean  fishery  on  our  western  bound- 
ary. Because  of  these  varied  problems  and  the  ever-increasing  demands 
to  be  met  with  the  limited  resources  of  our  area,  we  cannot  vision  any 
general  reduction  in  the  cost  of  maintaining  the  present  Department  of 
Fish  and  Game  program.  On  the  contrary,  we  feel  we  must  face  the  fact 
that  increasing  demands  of  an  expanding  population  can  only  mean  ex- 
panded services  at  greater  costs.  Fortunately,  for  the  sportsman  he  pays 
his  own  way  through  license  fees  and  fines  which  tend  to  increase  auto- 
matically through  increased  activity. 

Our  area  in  general  offers  poor  natural  pheasant  habitat  and  an 
^  ever-increasing  enthusiasm  on  the  part  of  mounting  hordes  of  pheasant 
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hunters.  We  feel  that  this  program  should  be  continued  insofar  as  the 
hunters  are  willing  to  pay  for  it. 

We  feel  that  many  of  the  controversial  aspects  of  the  fish  and  game 
programs  are  based  to  a  great  extent  on  confusion  or  ignorance.  In 
every  case  the  sportsman  is  buying  something.  In  most  cases  he  has  no 
clear  idea  of  the  cost  factors  related  to  his  commodity.  In  other  cases 
he  simply  does  not  know  what  he  is  buying.  For  that  reason  we  are 
willing  to  pay  for  a  sound  program  of  public  enlightenment.  In  all  of 
the  fish  and  game  investments,  however,  we  are  duty  bound  to  scrutinize 
them  as  we  would  our  own  business  ventures.  In  fact  we  feel  that  each 
sportsman  who  purchases  a  license  or  a  tag  is  a  stockholder  in  the 
business  of  fish  and  game.  We  look  to  the  legislative  representatives 
as  we  would  to  a  board  of  directors  and  to  the  department  as  we  would 
to  employees  of  the  corporation.  Because  of  the  interest  of  the  com- 
mittee in  our  problems  we  have  confidence  of  the  sincerity  and  ability 
of  our  board  of  directors.  We  are  convinced  of  the  high  level  of  dedi- 
cation that  goes  into  the  daily  services  performed  by  the  department 
personnel.  However,  like  all  persons  engaged  in  private  enterprise,  we 
are  desirous  of  the  greatest  possible  dividends  at  the  lowest  possible 
cost. 

WALTER  SHANNON,  Director  of  the  Department  of  Fish  and  Game 

The  downward  trend  of  hunting  licenses  experienced  in  1957  and 
1958  appears  to  have  leveled  off  on  the  basis  of  the  record  of  the  past 
six  months.  A  total  of  501,931  hunting  licenses  were  sold,  an  increase 
of  572  over  the  same  six  months  of  the  preceding  year.  An  increase 
of  1,271  junior  licenses  and  a  decrease  of  923  adult  licenses  accounted 
for  slight  revenue  drop  of  $1,388,  however.  Deer  tags  jumped  7,585, 
bear  tags  increased  1,716,  but  pheasant  tags  dropped  8,259.  Angling 
licenses  continued  to  increase  over  the  previous  year  by  72,953.  We 
issued  more  free  licenses,  too,  for  a  total  of  16,248.  Reported  sales  of 
angling  license  stamps  were  off  16,557;  we  anticipate  that  this 
deficit  will  eventually  show  an  increase  when  reports  are  all  in  because 
there  are  about  85,000  more  stamps  unreported  by  license  agents  at 
this  time  than  at  the  same  time  last  year.  In  summary,  we  believe 
that  we  will  see  a  slight  increase  in  hunting  revenues  for  the  first  time 
in  three  years  and  a  continued  steady  increase  in  angling  revenues.  In 
relation  to  so-called  frozen  funds  we  have  approached  this  on  the  basis 
that  such  funds  required  to  cover  the  proposed  budget  which  are  duly 
appropriated  by  the  Legislature  become  authorized  by  the  Budget  Act. 
This  approach  was  adopted  after  consultation  with  the  offices  of  the 
Legislative  Analyst  and  the  Department  of  Finance.  In  relation  to  our 
1960-61  proposed  budget  and  its  relation  to  the  so-called  frozen  funds, 
we  do  not  anticipate  that  any  license  increase  would  be  necessary  in  the 
forseeable  future  to  provide  for  the  anticipated  needs  of  a  sound  wild- 
life conservation  program.  We  estimate  a  working  surplus  of  $4,269,861 
in  the  Fish  and  Game  Preservation  Fund  on  June  30,  1960,  the  end  of 
the  current  fiscal  year.  Of  this,  $3,734,494  comprises  the  so-called  ac- 
cumulated frozen  funds  and  $535,367  of  so-called  unfrozen  working 
capital.  If  we  do  not  use  the  frozen  funds,  we  may  have  to  cut  back  in 
some  of  our  programs.  In  reference  to  the  financial  crisis  of  the  Marine 
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Research  Committee,  this  is  being  met  during  the  current  and  coming 
fiscal  year  by  reducing  programs  back  to  a  level  of  expenditure  within 
the  anticipated  income.  During  the  previous  two  fiscal  years,  revenues 
were  greater  and  the  committee  materially  expanded  their  program 
utilizing  accumulated  surplus.  The  Marine  Research  Committee  has  re- 
ported to  the  Director  of  Fish  and  Game  that  a  return  to  its  expanded 
program  is  desirable,  but  not  possible  in  view  of  its  reduced  income.  It 
is  our  conclusion  that  the  ocean  sports  angler  is  receiving  attention  and 
service  commensurate  with  the  general  level  of  revenues  which  he  pro- 
vides. The  department's  1955  economic  survey  based  on  the  written  in- 
terviews of  a  random  sample  of  license  buyers  indicated  that  11.7  per 
cent  of  all  sport  angling  license  buyers  fishvin  salt  water  only.  There  is 
no  evidence  to  indicate  that  this  percentage  has  changed  materially  since 
1955.  For  the  1959-60  fiscal  year,  11.7  per  cent  of  the  estimated  angling 
license  revenues  totals  $525,513.  In  relation  to  the  matter  of  using 
general  funds  for  fish  and  game  purposes  as  the  problems  of  wildlife 
conservation  have  become  more  complicated,  the  Legislature  has  placed 
increasing  responsibilities  on  the  Department  of  Fish  and  Game  such 
as  pollution  control,  water  projects,  conservation  education  and  others. 
We  believe  expending  Fish  and  Game  Preservation  Funds  for  such 
purposes  is  appropriate  and  justifiable.  The  protection,  maintenance 
and  enhancement  of  California  wildlife  is  putting  an  ever  increasing 
load  on  our  limited  revenues  and  it  is  difficult  to  stretch  our  dollars  far 
enough  to  cover  all  the  problems  adequately.  Additional  funds  would 
be  desirable,  however,  we  recognize  the  present  demand  on  the  General 
Fund  and  it  appears  doubtful  if  such  funds  will  be  available.  We 
previously  broached  this  matter  with  the  Department  of  Finance  and 
they  have  generally  felt  that  we  should  stay  within  our  existing  revenue 
rather  than  to  try  to  call  on  the  General  Fund. 

N.  B.  KELLER,  Principal  Administrative  Analyst, 
Office  of  the  Legislative  Analyst 

With  reference  to  the  so-called  frozen  funds,  as  you  recall  the  bill 
which  increased  the  various  fees  included  provision  that  50  percent  of 
the  increase  would  be  kept  in  a  separate  account  as  it  were  and  would 
not  be  subject  to  expenditure  except  by  specific  appropriation  by  the 
Legislature.  Of  course,  each  time  that  a  budget  is  proposed,  and  it 
contains  any  part  of  this  frozen  portion,  and  the  Legislature  passes  it, 
this  constitutes  an  approval  of  the  appropriation  of  the  frozen  portion, 
as  we  see  it. 

At  the  rate  that  the  revenues  have  been  increasing  contrasted  with 
the  rate  at  which  salaries  have  been  going  up,  with  the  annual  in- 
creases the  normal  merit  salary  adjustments  for  salary  ranges,  in- 
creases in  cost  of  all  the  services  that  the  department  obtains  and 
there  is  no  increase  in  level  of  service,  no  new  programs,  no  additional 
positions,  and  if  the  revenue  increases  no  more  than  has  been  projected 
in  the  past,  it  is  very  possible  that  we  will  reach  the  saturation  point 
in  the  near  future.  That  is,  you  will  be  expending  every  nickel  the 
department  takes  in.  If  on  the  other  hand  anything  is  added  to  services 
in  any  way  you  are  going  to  start  to  dip  into  the  surplus  and  the  de- 
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partment  will  be  operating  in  essence  on  a  deficit  basis.  You  will  be 
spending  more  than  you  take  in.  Realistically,  we  would  have  to  assume 
that  the  department  in  the  1961-62  fiscal  year  would  not  be  before  the 
Legislature  asking  for  one  single  additional  staff  or  any  increase  any- 
where to  continue  on  their  basic  level  and  keep  within  their  revenue 
basis.  Essentially,  if  they  are  to  stay  within  their  revenues,  they  would 
have  to  come  before  the  Legislature  in  1961-62  with  essentially  the  same 
level  of  service  they  are  asking  for  now. 

There  have  been  examples  of  state  agencies  remaining  status  quo  and 
never  requesting  additions  to  their  programs  from  the  Legislature. 
There  have  been  some  agencies  that  have  remained  static  and  oddly 
enough  there  have  been  a  few  who  have  been  cut  back.  Actually,  the 
fish  and  game  program  has  expanded  a  great  deal.  I  think  a  good  part 
of  their  increased  expenditure  has  been  purely  salary  adjustments; 
just  increased  costs  of  doing  business.  This  is  one  of  the  unfortunate 
parts  of  a  fixed  form  of  income  in  which  you  have  a  fixed  fee  irrespec- 
tive of  what  it  costs  to  provide  a  service.  In  the  case  of  almost  all  the 
other  state  services,  its  income  is  more  or  less  based  on  the  total  eco- 
nomic level  of  the  State.  You  have  in  a  sense  a  percentage  of  the  total 
income  of  the  citizens  of  the  State  in  the  form  of  sales  tax,  etc.  In  the 
case  of  an  agency  like  the  Department  of  Fish  and  Game  you  have  a 
fixed  fee  and  you  cannot  anticipate  that  a  great  many  more  people  are 
going  to  make  use  of  these  facilities  each  year.  The  department  is  caught 
in  a  kind  of  nutcracker.  On  the  one  hand,  the  salaries  keep  getting 
pushed  up  each  year.  Nearly  every  year  there  have  been  salary  in- 
creases. Certainly  prices  for  everything— goods,  services,  supplies— keep 
going  up. 

Unless  you  want  to  begin  to  use  up  this  surplus,  it  will  be  necessary 
for  you  to  maintain  the  status  quo  in  the  foreseeable  future  in  the 
Department  of  Fish  and  Game  programs.  It  ought  to  be  pointed  out 
that  the  present  surplus  of  the  so-called  frozen  funds  represents  just 
a  fraction  of  their  annual  cost  of  operation,  less  than  one-half  at  the 
present  time. 

I  would  like  to  make  the  point  that  if  there  is  any  substantial  ex- 
pansion in  the  programs  of  the  department  in  1961-62,  they  will  begin 
spending  more  than  they  will  be  taking  in  and  this  is  simply  not  a 
good  policy  on  the  face  of  it.  Generally  speaking,  a  substantial  part  of 
the  special  frozen  fund  ought  to  be  preserved  as  a  cushion.  A  situ- 
ation of  emergency  might  arise.  There  might  be  unexpected  drops 
in  the  revenue  and  a  drop  in  the  revenue  is  not  going  to  drop  a  pro- 
gram or  curtail  positions.  They  will  be  there  just  the  same;  they  will 
have  to  be  supported;  and  I  think  from  a  financial  standpoint  it 
is  wise  to  keep  a  certain  amount  of  cushion.  I  am  not  going  to  argue 
that  any  specific  figure  is  necessary,  but  I  feel  that  this  is  the  time 
when  you  will  have  to  start  to  think  of  which  way  you  are  going.  Are 
we  going  to  start  to  use  up  some  of  the  surplus  or  are  we  going  to  start 
to  think  in  terms  of  another  round  of  fee  increases  ? 
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JOE  BORDEN,  Representative,  Trinity  County  Sportsmen's  Association, 
(Committee  made  up  of  Harold  Wilson,  James  Lee,  Roy  Gallagher, 
Fred  Olsen) 

We  feel  that  too  many  predatory  animals  interfere  with  the  devel- 
opment and  production  of  wildland  recreation  and  livestock  of  our 
area.  Trinity  County  is  coming  here  today  not  so  much  to  criticize, 
but  to  ask  for  help.  We  are  a  sparsely  populated  area.  We  are  in  many 
respects  a  poverty  area.  We  do  need  help  from  the  outside.  There  has 
been  a  tremendous  increase  in  the  number  of  coyotes  in  our  area  and 
we  feel  that  something  should  be  done  about  it. 

Mr.  Ed  Wagoner,  president  of  the  Humboldt  County  Wool  Grow- 
ers Association,  reports  a  similar  problem  in  Humboldt  County.  We 
have  reports  from  ranchers  in  Trinity  Cotinty  that  for  three  years  in 
a  row  we  have  lost  practically  100  percent  of  our  lamb  crop.  This  is 
forcing  some  of  our  people  out  of  business.  We  would  like  to  ask  how 
much  money  has  been  appropriated  to  Trinity  County  as  a  result  of 
the  passing  of  Resolution  40. 

Mr.  Shannon,  Director  of  the  Department  of  Fish  and  Game,  testi- 
fied at  this  point  that,  at  one  time,  we  had  a  predatory  animal  control 
program  that  ranged  from  betM^een  $200,000  and  $300",000  for  some  30 
or  more  employees  as  full-time  trappers.  We  reduced  that  program 
because  in  line  with  modern  game  management  practices  it  was  deter- 
mined through  investigation  that  we  were  not  getting  our  money's 
worth.  It  was  a  situation  where  the  expenditure  of  money  was  not 
producing  a  return  in  terms  of  game.  Now  granted  that  the  farmer 
has  a  problem  in  relation  to  sheep  and  cattle,  but  the  primary  respon- 
sibility of  the  Department  of  Fish  and  Game  is  to  protect  the  deer  and 
the  wild  game  and  not  in  relation  to  the  farmer's  cattle  and  sheep. 
The  U.S.  Fish  and  Wildlife  Service  generally  assumes  this  responsi- 
bility. The  Booz,  Allen  and  Hamilton  people  report  that  the  use  of 
predatory  control  should  be  undertaken  only  when  our  studies  show 
that  game  is_  being  damaged  severely.  Predator  control  should  be  con- 
sidered a  minor  management  tool  to  be  used  only  when  and  where 
studies  show  that  game  is  being  seriously  damaged.  We  cannot  show 
in  California  where  game  is  being  seriously  damaged  through  lack  of 
predator  control. 

STAN  SIMIDIAN,  President,  Hunting  and  Fishing  Improvement 
Club  of  Central  California 

We  are  in  favor  of  the  self-supporting  catchable  trout  program.  When 
we  say  that  we  mean  the  money  derived  naturally  from  the  trout  stamp 
sales.  We  also  believe  that  much  more  emphasis  should  be  given  to 
habitat  improvement  with  cutbacks  in  the  catchable  trout  program  in 
the  future.  We  feel  that  much  more  consideration  should  be  given  to  the 
recommendations  of  the  Booz,  Allen  and  Hamilton  Report. 

On  the  pheasant  policy  which  I  will  jump  to  now,  we  are  in  favor  of 
cutbacks  at  this  time,  possibly  a  reduction  of  four  co-operative  areas. 
We  are  not  in  favor  of  maintaining  two  in  the  south  and  none  in  the 
central  or  northern  part  of  the  State.  We  believe  that  a  better  fishery 
can  be  maintained  by  habitat  improvement  over  a  long  period  of  time. 
I  believe  that  it  is  the  rule  that  many  of  your  resort  owners  throughout 
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the  countrj^  know  well  in  advance  of  when  the  trout  will  be  planted. 
They  advertise  this  fact  and  you  may  say  that  is  to  be  expected.  There 
are  many  cases  where  people  go  down,  catch  a  limit,  go  home  and  rush 
back  and  catch  another  one.  That  is  taking  place  all  over  the  State.  I 
know  of  one  instance  in  Tuolumne  County  where  the  fish  and  game 
truck  was  in  town,  I  believe  somewhere  just  before  noon.  Practically 
all  the  stores  in  town  closed  down  and  by  the  next  morning  there  wasn't 
a  catchable  trout  to  be  had  in  the  planting  location.  These  aren't  the 
exception,  but  rather  they  are  very  common  happenmgs.  We  were 
happy  to  see  that  legislation  requiring  a  report  such  as  the  Booz,  Allen 
and  Hamilton  investigation  was  passed  last  year.  We  were  all  curious 
before  that  as  to  what  the  Department  of  Fish  and  Game  was  really 
doing.  This  fact  has  caused  many  sportsmen  throughout  the  State  to 
doubt  the  department's  word.  We  felt  that  when  we  inquired  of  the 
department  of  what  it  was  doing  we  got  nothing  but  a  run-around, 
so  the  Booz,  Allen  and  Hamilton  Report  was  something  that  we  sorely 
needed.  We  believe  that  the  future  pheasant  hunting  lies  in  the  small 
farms.  We  conducted  a  survey,  not  an  extensive  one,  but  a  survey  by 
having  individuals  of  our  organization  talk  with  farmers  who  were  not 
members,  promising  that  their  names  would  not  be  used.  They  asked  the 
farmers  why  they  have  no  pheasant  population  to  speak  of  at  all  on 
their  acreages  when  in  the  past,  a  few  years  ago,  they  had  several.  And 
the  answer  generally  was  that,  "Well,  we  got  sick  and  tired  of  rearing 
pheasants  for  sportsmen. ' '  The  simple  answer  is  that  it  all  amounts  to 
this,  that  they  in  turn  were  out  on  the  plow  or  out  in  the  field  and  they 
killed  the  pheasants.  It  appeared  to  us  that  the  farmers  favored  plant- 
ing by  the  Department  of  Fish  and  Game,  but  it  must  be  realized  that 
the  Department  of  Fish  and  Game  cannot  cre?.te  pheasant  habitat. 

We  are  in  favor  of  maintaining  four  co-operative  areas  with  planted 
birds,  at  least  two  to  be  in  Central  and  Northern  California. 

MR.  GRAY,  Representing  Booz,  Allen  and  Hamilton 

Pursuant  to  Senate  Concurrent  Resolution  No.  126  the  firm  of  Booz, 
Allen  and  Hamilton,  management  consultants,  made  a  survey  of  the 
Department  of  Fish  and  Game  and  subsequently  made  a  report  to  the 
Joint  Legislative  Budget  Committee  on  December  8,  1958.  As  a  general 
conclusion,  it  can  be  said  that  in  the  opinion  of  our  survey  team  the 
department's  concepts  of  wildlife  management  with  few  exceptions  are 

sound  and  up  to  date.  ,        ,      ,  -,  ,      -,  -^i      i. 

Our  quarrels  are  not  so  much  with  what  should  be  done,  as  with  why 
it  is  not  being  done.  There  is  much  detail  to  be  read  on  this  score  in  each 
of  the  wildlife  management  chapters  of  our  report  to  the  Joint  Legisla- 
tive Budget  Committee.  From  our  analysis  of  the  wildlife  programs,  we 
derived  the  major  conclusion  that  the  greatest  opportunities  for  im- 
provement lie  in  the  areas  of  administration  per  se  and  in  the  effect 
of  administration  on  departmental  unity  and  public  relations. 

AVe  were  retained  to  make  an  effective  survey  productive  of  practical 
and  constructive  results,  which  was  our  endeavor.  In  making  it  we  had 
the  highest  degree  of  co-operation  from  all  with  whom  we  have  dealt  in 
the  department.  We  had  excellent  co-operation  from  individual  sports- 
men and  from  sportsmen's  groups.  Our  survey  team  members  in  the 
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field  benefited  greatly  from  the  interested  comments  of  hunters  and 
fishermen. 

If  there  is  one  thing  that  is  overridingly  apparent  in  fish  and  game 
matters  in  California,  it  is  lack  of  nnity.  There  is  lack  of  unity  in  the 
department  itself.  Department  people  in  the  field  do  not  agree  with  the 
department's  actions  nor  do  they  agree  among  themselves  and  without 
unity  within,  unity  without  is  difficult  to  achieve.  The  disagreements 
and  criticism  by  department  personnel  filter  quickly  into  the  sports- 
men's groups. 

The  1953  decentralization  within  the  department  to  regions  was  a 
sound  one.  It  is  not  yet  fully  digested  in  that  there  still  is  not  uniform 
understanding  of  who  is  supposed  to  do  what,  but  this  can  be  cured. 
We  proposed  a  further  decentralization.  We  believe  it  will  improve 
operational  efficiency  and  further  departmental  unification.  We  pro- 
posed creation  of  22  districts  in  the  State.  They  should  be  strictly  units, 
field  units  of  10  to  15  men  under  district  management.  The  field  super- 
visory authority  now  exercised  by  functional  supervisors  at  the  regional 
headquarters  would  be  transferred  to  the  district  managers.  Thus  we 
move  authority  closer  to  where  the  action  is.  The  decentralization  to 
districts  permits  the  elimination  of  one  region,  with  supervisory  au- 
thority exercised  at  22  local  points  in  the  State  instead  of  at  five  regions. 
A  region  can  be  larger  because  there  is  less  need  for  travel.  The  elimina- 
tion of  one  regional  headquarters,  plus  a  few  other  economies,  more 
than  covers  the  cost  of  setting  up  the  decentralization  organization. 

There  is  another  type  of  control  which  warrants  discussion,  this  is 
compliance  control.  Some  effort  but  not  nearly  enough  has  gone  into 
manualization.  The  department  badly  needs  to  manualize  its  organiza- 
tion, policies  and  procedures  in  order  to  standardize  them  throughout 
the  State.  It  then  needs  a  scheduled  field  inspection  by  headquarters' 
personnel  to  check  for  compliance.  During  the  survey,  several  cost 
reduction  opportunities  were  developed.  Reduction  of  number  of  re- 
gions and  the  decentralization  plan,  $186,000;  consolidation  of  the 
game  farms,  $80,000;  reduction  in  operating  costs  of  fish  hatcheries, 
$310,000;  adoption  of  a  new  license  procedure,  $10,000;  dissolution 
of  the  wildlife  conservation  board,  $40,000 ;  assignments  to  the  depart- 
ment of  responsibilities  of  assistant  to  the  commission,  $15,000;  for  a 
total  of  $641,000  a  year.  There  is  a  possibility  that  the  adoption  of 
the  new  licensing  procedures  that  we  propose  can  increase  department 
revenues  through  reduction  of  license  agents'  commissions.  That  work- 
load of  license  agents  would  be  reduced  and,  consequently,  reduction 
of  their  commission  can  be  considered.  Another  type  of  cost  savings  is 
the  future  savings  possible  through  increasing  the  natural  fish  pro- 
duction of  California  lakes  and  reservoirs  as  a  much  more  economical 
alternative  to  increase  the  artificial  fish  hatcheries. 

CHARLES  BOHRMANN,  Representative,  Associated  Sportsmen  of 
California,  Inc. 

The  Associated  Sportsmen  of  California  have  gone  on  record  as 
supporting  the  contention  that  all  so-called  "put  and  take  planting" 
programs  must  be  on  a  pay  as  we  go  basis.  By  that  we  obviously  mean 
that  the  total  cost  of  each  of  these  programs  must  remain  within  the 
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sums  provided  by  the  specific  license  moneys  earmarked  for  these  pro- 
grams. 

For  the  sake  of  ready  reference  and  understanding  of  these  A.S.C. 
contentions,  I  have  compiled  for  the  A.S.C.  a  recapitulation  of  the 
Department  of  Fish  and  Game  expenditures  sent  out  with  your  letter 
of  December  1959,  which  will  serve  as  a  basis  of  what  constitutes 
actual  costs. 

Perhaps  I  should  qualify  it  and  say  what  we  believe  constitutes 
actual  costs. 

We  have  been  informed  that  about  one-third  of  every  dollar  deposited 
into  our  fish  and  game  preservation  fund  goes  for  patrol,  law  enforce- 
ment. 

It  then  becomes  obvious  that  for  every  dollar  of  fish  and  game  funds 
spent,  we  must  deduct  20  cents  for  general  overhead  and  retirement, 
as  per  this  distribution  I  gave  you,  and  30  cents  for  patrol,  because 
these  two  functions  consume  one-half  of  our  expenditures. 

The  A.S.C.  did  recommend  to  the  Legislature  a  trout  stamp  to 
finance  the  catchable  trout  program.  The  Legislature  actually  provided 
two  angling  stamps.  So  today  we  have  an  angling  license  consisting  of 
three  parts: 

a.  The  basic  $3  license  which  entitles  the  holder  to  angle  in  the 
ocean  and  to  take  frogs. 

b.  The  first  additional  stamp  which  entitles  the  holder  to  angle  in 
inland  waters  for  warm  water  fish  and  anadromous  fish. 

c.  The  second  additional  stamp  which  entitles  the  holder  to  take  all 
fish  in  this  State,  including  native  and  catchable  trout. 

Since  the  stamps  issued  for  use  under  (b)  and  (c)  are  identical, 
it  is  now  impossible  to  determine  accurately  the  additional  license 
income  provided  by  the  Legislature  for  warm  water  and  anadromous 
fish,  and  the  additional  income  provided  for  the  catchable  trout  pro- 
gram. 

It  is  therefore  respectfully  recommended  that  your  committee  give 
thought  to  legislation  needed  to  provide  two  different  stamps,  one  type 
for  the  inland  fishery  and  anadromous  stamp,  and  another  type  for 
the  so-called  trout  stamp.  Then  after  deducting  the  fixed  charges  for 
overhead  we  will  know  how  much  additional  money  is  available  for 
each  of  these  separate  functions  for  which  the  Legislature  provided 
special  funds,  and  expenditures  then  can  be  kept  within  such  income. 

It  is  your  information  that  the  estimated  revenue  for  the  raised 
trout  program  (catchable)  was  $733,048.  Then,  accordingly  there  re- 
mains only  $366,524  after  deducting  50  percent  for  overhead,  retire- 
ment and  patrol. 

There  appears  to  be  only  two  basic  justifications  for  planting  catch- 
ables : 

(a)  To  provide  a  limited  artificial  trout  fishery  in  the  water-short 
portion  of  this  State  where  stream  conditions  cannot  provide  wild  trout. 

(b)  To  provide  a  definitely  limited  artificial  trout  fishery  in  the 
vicinity  of  densely  populated  urban  area,  like  Lake  Merced,  San  Fran- 
cisco. 
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We  believe  that  planting  catchable  trout  into  the  streams  of  the 
water-abnndant  portion  of  California  is  not  in  the  interest  of  an 
abundant  trout  fishery.  In  these  streams,  dollars  which  are  spent  to 
better  the  wild  trout  fishery  will  produce  more  and  better  trout  over 
a  longer  period  of  time,  than  the  same  money  spent  on  catchable  trout 
plantings,  which  are  known  to  be  short-lived. 

In  fact,  it  is  deemed  that  planting  catchables  in  the  water  abundant 
portion  of  California  is  actually  state  competition  with  private  enter- 
prise trout  farms. 

Furthermore,  we  believe  that  it  must  remain  the  primary  function 
of  our  Department  of  Fish  and  Game  to  provide  needed  habitat  bet- 
terment to  increase  our  fisheries  by  nati^ral  propagation,  excepting 
perhaps  anadromous  fish  blocked  by  dams.  In  the  case  of  trout  we 
recommend,  but  do  not  limit  to,  rough  fish  control,  fish  food  studies 
and  enhancement,  stream  flow  maintenance  storage  of  water,  artificial 
spawning  areas,  and  so  forth. 

When  we  realize  that  recently  our  Director  of  the  Department  of 
Fish  and  Game  told  us  that  there  are  about  26,000  miles  of  ''fishable 
streams"  in  California,  and  if  we  deduct  therefrom  say  6,000  miles  as 
warm  water  streams  and  sloughs,  that  will  leave  us  about  20,000  miles 
of  streams  where  natural  propagation  of  trout  can  be  enhanced. 

California's  fish  and  game  program  was  published  in  1950.  On 
page  41,  Dr.  Albert  Hazzard  stated :  "It  would  seem  good  common 
sense  to  find  out  more  about  the  source  of  88  percent  of  the  fisherman's 
catch.  If  the  production  of  nature  could  be  stepped  up  only  12  percent 
it  would  equal  the  total  hatchery  production  of  that  year  (1950).  Con- 
sidering the  vast  improvements  in  agricultural  production,  due  almost 
solely  to  research,  such  a  goal  does  not  seem  out  of  reason. ' '  California 
paid  for  that  expert  opinion,  but  we  do  not  appear  to  be  utilizing  it  in 
our  20,000  miles  of  trout  streams  today. 

To  date  practically  nothing  has  been  done  to  enhance  and  better 
the  natural  propagation  in  these  20,000  miles  of  trout  streams,  except 
the  treatment  of  the  Russian  River  and  some  smaller  streams.  As  early 
as  July  1955,  the  A.S.C.  directed  Resolution  A.S.C.  No.  55-23  to  the 
Department  of  Fish  and  Game  asking  for  study  why  wild-hatched 
trout  do  not  survive  in  streams  which  are  now  predominantly  popu- 
lated with  rough  fish.  In  November  1956,  Resolution  A.S.C.  No. 
57-11  asked  for  rough  fish  control  in  the  Feather  River.  Due  to  the 
lack  of  department  action  both  of  these  resolutions  were  restated  at 
the  September  1959,  convention  of  the  A.S.C,  because  we  believe 
that  more  permanent  benefit  will  result  from  habitat  improvement, 
than  will  result  from  dumping  short-lived  catchable  trout  into  them. 

These  resolutions  are  based  upon  a  study  made  by  Taft  and  Murphy 
of  the  Department  of  Fish  and  Game  and  published  in  California  Fish 
and  Game  (quarterly).  Volume  36,  issue  of  April  1950.  I  here  would 
like  to  read  into  the  record  some  pertinent  excerpts  from  this  article. 
On  page  147  we  are  told  that  the  squawfish  lives  with  the  black  bass 
and  catfish  at  the  lower  elevations  and  at  middle  elevations  with  the 
trout,  and  many  of  California's  streams  have  become  warm  through 
lower  summer  flows  and  reduced  stream  sidecover.  This  change  has 
been  caused  by  erosion,  diversion,  heavy  flooding,  and  fire.  As  the  con- 
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sequence  of  the  changed  physical  conditions  which  now  favor  them, 
squawfish  and  other  rough  fish  have  displaced  trout  in  many  stretches 
of  such  streams,  though  without  competition  trout  would  survive  in 
these  stream  sections. 

And  it  is  on  this  basis,  on  this  statement  principally  that  we  base 
our  request  for  the  rough  fish  control  in  the  food  rich  low  elevation 
streams. 

There  is  also  another  statement  here,  ' '  The  migratory  behavior  of  the 
squawfish  has  led  to  the  suggestion  that  their  numbers  in  a  stream 
could  be  reduced  by  constructing  a  barrier  to  upstreani  migration,  a 
barrier  that  would  stop  the  squawfish  but  allow  migrating  trout  and 
steelhead  to  pass.  Several  specific  proposals  have  been  advanced  by 
various  biologists,  and  at  least  one  experimental  barrier  will  no  doubt 
be  constructed. ' ' 

To  date — this  was  published  in  1950 — and  to  date  I  have  no  knowl- 
edge of  any  such  barrier,  artificial  barrier  being  constructed.  To 
demonstrate  the  predatory  aspect  of  these  squawfish  Avhich  are  native 
members  of  the  carp  family  in  our  streams,  "In  Cultus  Lake,  B.C.,  the 
squawfish  was  found  to  be  an  important  predator.  _  They  found  that 
young  red  salmon  up  to  a  year  of  age  are  the  most  important  food  of 
squawfish  more  than  4.5  inches  long,  except  during  the  period  from 
May  to  September."  After  they  controlled  the  squawfish  in  Cultus 
Lake,  this  increased  the  survival  of  red  salmon  from  planted  fry  to 
downstream  migrations  by  three  and  one-tenths  times.  In  other  words, 
where  only  one  used  to  go  down  before,  four  downstream  migrants 
went  downstream  after  the  squawfish  were  controlled.  We  know  we 
cannot  eradicate  the  squaAvfish  because  subsurface  springs  in  our 
streams  provide  shelter  for  them  during  this  treatment  process  and 
it  is  acknowledged  that  they  cannot  be  eradicated,  but  they  can  be 
controlled  and  once  they  are  controlled  we  may  find  effective  means 
of  keeping  them  under  control  in  order  to  derive  the  benefits  which 
have  been  demonstrated  here  by  these  other  people. 

The  data  for  the  squawfish  in  the  Sacramento  and  Columbia  strongly 
suggests  that  tliey  compete  for  food  with  trout  and  prey  on  their  young. 
A  more  subtle  realm  of  competition  is  for  space.  All  organisms  require 
"living  room"  and  it  is  apparent  that  a  stream  choked  with  squaw- 
fish, which  occupy  much  of  the  same  niche  as  trout,  does  not  offer 
much  "living  room"  for  trout. 

Therefore,  on  that  basis,  whereas  a  coyote  or  a  panther  is  simply  a 
simple  predator  destroying  game  for  food,  the  squawfish  does  the  same 
thing  to  the  trout.  He  eats  the  young  trout,  but  he  also  eats  the  food 
that  the  trout  must  have  in  this  stream  and  he  competes  with  him  for 
living  space  and  therefore  he  is  a  far  more  dangerous  threat.  He  is  a 
triple  threat  instead  of  a  single  threat. 

There  is  further  support  for  rough  fish  control  in  trout  waters  in 
the  Sports  Fishing  Institute  Bulletin  No.  97  dated  December  1959. 
On  page  2  we  read:  "Three  months  ago  the  Back  Fork  of  Elk  River 
in  AVest  Virginia  contained  tons  of  trash  fish  and  a  few  trout.  Today, 
according  to  biologist  Richard  Wahl,  the  river  contains  about  two  and 
a  half  tons  of  trout  and  almost  no  rough  fish."  The  article  further 
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states  the  river  was  treated  for  removal  of  all  fish  last  September  and 
two  weeks  later  was  planted  with  83,000  trout  fingerlings.  Without 
rough  fish  competition  these  trout  should  range  from  6  to  10  inches 
long  next  April.  The  entire  cost  of  the  rehabilitation,  including  labor, 
materials,  supplies,  transportation  and  fish  for  restocking  only  cost 
$4,000.  Had  they  stocked  86,000  catchable  trout  next  spring,  they  would 
have  cost  $20,000.  In  other  words,  you  are  receiving  a  permanent  bene- 
fit, or  we  appear  to  be  receiving  a  permanent  benefit,  a  more  permanent 
benefit  for  one-fifth  of  the  expenditure  of  money  when  the  streams  are 
treated  because  I  really  believe  that  our  Department  of  Fish  and  Game 
is  efficient  enough  that  they  can  do  as  good  and  as  cheap  a  job  as  was 
done  in  Virginia. 

While  the  above  ASC  resolutions  only  refer  to  the  Feather  Eiver, 
this  rough  fish  control  applies  to  many  hundreds  of  miles  of  food  rich 
low-  and  mid-elevation  streams  in  California,  which  today  are  prin- 
cipally dominated  by  rough  fish.  To  list  some  of  these  streams  for  the 
records,  I  submit:  the  Upper  Sacramento  River,  McCloud  River,  Pit 
River,  Squaw  Creek,  Cow  Creek,  Clear  Creek,  Tomes  Creek,  Mill  Creek, 
Deer  Creek,  Stony  Creek,  Chico  Creek,  Butte  Creek,  the  Feather  River, 
Lower  Sacramento  River,  Yuba  River,  Bear  River,  Cache  Creek,  Putah 
Creek,  American  River,  Consumnes  River,  Mokelumne,  Calaveras,  Stan- 
islaus, Tuolumne  and  Merced  Rivers  and  others  farther  south,  as  well 
as  probably  some  of  the  coastal  streams  in  addition  to  the  Russian 
River. 

When  Mrs.  Davis'  bill  to  close  streams  after  planting  was  heard, 
the  chief  of  the  inland  fisheries  branch  stated  that  this  bill  is  proposed 
by  resort  owners  who  demand  these  plantings  of  catchable  trout.  It  is 
respectfully  submitted  to  this  committee,  that  the  trout  anglers  pay  for 
these  catchable  trout.  That  if  catchable  plantings  are  terminated  in  the 
water  abundant  portion  of  this  State,  these  resort  owners  can  set  up 
their  own  private  enterprise  artificial  fishing  and  also  derive  a  profit 
from  such  private  enterprise,  when  the  State  ceases  to  compete  by 
planting  catchables. 

If  two  types  of  stamps  are  used,  that  will  provide  additional  funds 
for  our  migratory  salmonids,  which  must  have  more  aid  and  study  if 
they  are  to  remain  an  important  part  of  our  commercial  and  recrea- 
tional fisheries.  I  will  digress  for  a  moment  and  add  that  we  must  learn 
how  to  adapt  these  migratory  fishes  to  the  impact  of  our  civilization 
in  order  to  perpetuate  them  for  posterity  and  retain  them  as  a  neces- 
sary resource  of  the  State  of  California. 

The  segregated  stamp  funds  will  provide  more  money  from  recrea- 
tional licenses.  In  1956  the  department  reports  show  that  about  88 
percent  of  our  salmon  were  taken  commercially  and  about  12  percent 
recreationally.  Then  perhaps,  more  financial  support  for  salmon  fishery 
betterment  from  the  commercial  fishing  industry  maj^  be  in  order  to 
attain  more  salmon  accomplishment.  It  appears  obvious  that  the  privi- 
lege tax  for  commercial  salmon  as  set  up  by  Section  8045-b  and  which 
is  earmarked  under  Section  8055  for  salmon  propagation,  should  be 
increased  in  order  to  finance  the  increase  of  needed  aid  and  study  for 
salmon  propagation.  As  this  tax  only  applies  to  salmon  landed  in  Cali- 
fornia, perhaps  legislation  should  be  introduced  to  apply  a  privilege 
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tax  also  to  salmon  shipped  into  California.  This  would  seem  a  fair  tax, 
because  a  large  portion  of  California  spawned  salmon  are  taken  in 
the  northern  states  which  ship  salmon  into  California. 

As  early  as  July  24,  1955,  after  the  study  of  the  Chet  Hart  report, 
the  ASC  directed  resolution  ASC  55-22  to  the  Department  of  Fish  and 
Game.  This  requested  the  commission  use  the  information  in  the  Chet 
Hart  report  as  a  basis  for  their  pheasant  program ;  that  the  game  farm 
production  of  pheasants  be  reduced  to  50,000  birds  the  first  year  and 
to  35,000  the  second  year,  in  order  to  see  what  the  results  will  be.  This 
was  not  done.  This  resolution  was  reaffirmed  at  the  September  1959 
ASC  convention  to  support  the  statement  of  the  director  that  the  game 
farm  program  should  be  reduced.  This  constitutes  ASC  support  for  the 
reduction  of  the  pheasant  program  to  at  least  a  pay  as  we  go  basis.  For 
years  the  ASC  pheasant  committee  has  recommended  habitat  improve- 
ment in  lieu  of  planting  put  and  take  pheasants  in  the  Zone  A  area. 

At  this  point  may  I  very  respectfully  point  out  to  you  and  through 
you  to  your  committee,  that  when  I  have  presented  ASC  recommenda- 
tions to  you  I  am  not  dividing  the  State  of  California  into  Northern 
California  and  Southern  California  on  trout  or  pheasants.  On  the  trout 
I  referred  to  the  ecological  condition  whereby  I  speak  of  the  water  as 
abundant  and  water  short  portions  of  the  State  of  California  upon 
which  our  wild  and  catchable  fisheries  must  be  predicated  and  in  the 
same  way  on  this  pheasant  program  I  am  not  referring  to  an  arbitrary 
geographical  division  of  the  State,  but  rather  on  the  basis  of  our 
pheasant  populations  and  the  need  for  an  artificial  program  which 
might  be  needed  to  afford  a  certain  amount  of  area  sport  where  these 
birds  are  not  thriving. 

We  have  pointed  out  that  large  scale  distribution  of  gizzard  gravel 
to  fence  corners  and  to  drain  and  irrigation  ditch  banks  will  reduce 
road  mortality  of  pheasants.  That  is  up  in  this  valley  on  our  sedi- 
mentary soils  where  thev  must  come  to  the  side  of  the  road  for  gizzard 
gravel.  We  have  pointed  out  that  in  April  and  May  when  most  fields 
are  plowed  up  there  appears  to  be  a  shortage  of  nesting  and  feeding 
area.  That  the  right  of  way  easement  area  of  irrigation  and  drainage 
ditches  and  flood  control  levees  might  be  leased  and  put  into  food  and 
cover  crops  for  pheasants,  so  increasing  the  carrying  capacity  ot  that 
locale  to  far  better  advantage  than  to  plant  hatchery  birds. 

We  have  wondered  if  Section  1529  which  requires  that  pheasants 
planted  on  other  than  public  lands  be  planted  where  they  will  receive 
adequate  protection  and  be  most  likely  to  thrive  and  multiply,  we 
wonder  if  this  section  does  not  specifically  forbid  put  and  take  pheasant 
planting  on  lands  other  than  public  lands  and  on  this  we  have  refer- 
ence to  what  we  call  co-operating  farmers.  Where  a  farmer  accepts  a 
plant  of  put  and  take  birds  from  the  Department  of  Fish  and  Game 
and  he  posts  his  property  with  a  furnished  sign  "Hunting  by_ Permis- 
sion Only,"  very  obviously  he  will  give  that  permission  to  his  choice 
friends  and  when  the  average  Joe  Blow  hunter  comes  along  he  Avill 
say,  "I  am  sorry,  pal,  but  I  am  filled  up.  I  am  to  the  safe  limit  of  my 
area."  And  it  actually  becomes  just  a  nice  little  private  pheasant  sub- 
sidy and  we  don't  believe  that  that  should  be  done  in  the  Zone  A  area. 
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We  should  not  increase  the  pheasant  population  there.  If  this  man 
who  already  owns  the  property  wants  to  provide  his  friends  some  better 
pheasant  hunting,  let  him  do  a  little  something  for  the  pheasant  on  his 
property.  Let  him  practice  a  little  habitat  improvement  on  his  own.  Let 
him  leave  a  little  seed  for  them,  leave  a  little  nesting  area  and  he  will 
have  the  same  thing  without  it  being  at  the  expense  of  the  average 
pheasant  hunter  who  does  not  share  in  it. 

It  is  the  earnest  recommendation  of  the  ASC  that  the  Department 
of  Conservation  Education  be  not  curtailed,  but  rather  expanded  so  it 
will  provide  more  audiovisual  public  education  by  movies  to  schools 
and  sportsmen's  clubs  and  other  interested  public  groups.  By  this  we 
can  obtain  the  conservation  education  whi(;h  my  predecessor  felt  was 
so  necessary  to  go  to  groups  and  it  might  be  advisable  to  put  a  little 
byline  on  the  hunting  and  fishing  regulations  that  such  educational 
matter  is  available  because  he  appeared  to  feel  that  he  did  not  know 
those  things  were  even  available. 

Now,  practically  every  hunter  and  fisherman  reads  the  regulations 
and  if  there  were  just  a  little  paragraph  on  there  giving  the  name  and 
address  of  whom  to  contact  for  some  of  this  audiovisual  education 
which  is  so  much  in  use  in  our  schools  now  and  even  in  some  industries, 
because  it  is  so  effective,  I  think  the  department  will  get  its  program 
over  a  lot  better  than  they  are  doing  now.  And  that  is  the  end  of  my 
recommendations  on  that  program. 

We  heartily  concur  with  the  Booz,  Allen  and  Hamilton  Report  which 
states  that  other  financing  for  this  should  be  investigated,  and  the  Booz, 
Allen  and  Hamilton  Report  also  tells  us  that  the  Water  Resources 
Board  furnishes  services  to  prospective  pro  jets  and  diverters  and  they 
reimburse  them  for  it. 

In  fact,  when  I  testified  before  the  State  Water  Rights  Board  on  the 
Middle  Fork  of  the  Feather  River,  the  Associated  Sportsmen  had  to 
pay  for  recording  my  testimony  there,  so  they  are  on  a  reimbursed 
basis  on  those  things.  They  are  simply  handling  a  liaison. 

That  is  exactly  what  the  Department  of  Fish  and  Game  should  do 
in  connection  with  these  projects.  They  should  handle  the  liaison 
whereby  the  fishery  requirements  which  they  must  support  by  evidence 
and  not  by  opinion,  shall  be  set  forth  by  the  department  at  the  expense 
of  the  diverter  or  the  project.  That  is  what  we  recommend. 

It  is  our  recommendation  that  all  special  functions  provided  in  the 
California  Fish  and  Game  Code  shall  at  least  be  self  supporting  from 
the  licenses  and/or  fees  derived,  after  overhead  and  patrol,  and  so 
forth,  have  been  deducted,  in  order  that  there  will  be  no  unfair  deficit 
paid  from  the  other  income  to  the  fish  and  game  preservation  fund. 

And  I  list  the  Marine  Research  Committee,  the  Marine  Fisheries 
Commission,  kelp  bed  investigations,  kelp  harvest  and  commercial  ac- 
tivities. Under  commercial  activities  we  have  domesticated  game  breed- 
ing. We  have  commercial  hunting  clubs  and  we  have  pheasant  clubs, 
both  commercial  and  private,  and  it  has  always  been  a  very  debatable 
question  in  the  past  if  the  licenses  and  fees  set  for  the  above  groups 
are  adequate  to  fully  cover  the  cost  of  the  services  and  patrol  rendered 
to  these  facilities  by  the  department. 
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It  is  therefore  respectfully  proposed  that  the  department  should  be 
required  to  keep  a  full  itemization  of  the  time,  cost  and  so  forth  of  all 
services,  inspections  and  patrol,  overhead  and  retirement  pro  rata  ex- 
pended on  these  facilities  each  year  in  order  to  assure  that  these  facili- 
ties pay  their  way. 

In  addition  to  the  above,  it  must  be  fully  obvious  from  past  reports, 
that  in  the  Zone  A  pheasant  habitat  area,  these  pheasant  clubs  harvest 
more  wild  birds  than  their  own  planted  birds.  Therefore,  since  they 
operate  under  longer  season  and  far  greater  bag  limit  than  the  licensed 
hunter,  it  would  appear  only  fair  that  these  pheasant  clubs,  both  pri- 
vate and  commercial  in  the  Zone  A  area  pay  a  privilege  tax  into  the 
general  pheasant  fund  of  at  least  $1  for  each  native  bird  they  kill  on 
these  areas,  to  compensate  the  resource  for  their  special  privilege  ex- 
tended season  and  bag  limit. 

This  shall  not  apply  to  pheasant  clubs  in  the  Zone  B  area,  because  if 
they  can  set  up  natural  propagation  in  the  B  area,  they  are  fulfilling 
the  basic  purpose  for  which  the  California  sportsmen  originally  sup- 
ported the  "game  management  law"  in  the  late  1930 's. 

I  don't  believe  I  have  to  sell  anyone  on  this  committee  on  the  need 
of  fish  screens  and  the  fact  we  are  losing  a  lot  of  migratory  fishes  in 
our  diversions  in  some  years.  It  does  not  exist  every  year. 

A  great  loss  does  not  exist  every  year.  Under  present  law  one-half  of 
the  cost  of  screen  construction  plus  one-half  of  operation  and  main- 
tenance is  paid  bv  each  of  the  Fish  and  Game  Preservation  Fund  and  by 
the  diverter,  and  in  case  of  diversions  where  the  diverter  already  has 
paid  for  a  screen  now  not  operative,  the  diverter  has  discharged  his 
legal  responsibility,  and  the  full  construction  cost  must  be  borne  by 
the  Fish  and  Game  Preservation  Fund. 

In  addition  to  that,  the  diverter  not  only  must  provide  the  site  for 
the  screen,  and  the  owner  of  a  dam  the  site  for  a  fishway,  but  they  also 
must  give  the  State  a  signed  "save  harmless"  statement,  whereby  they 
appear  to  assume  full  liability  in  connection  with  these  respective 
structures.  If  this  is  a  true  statement— I  am  merely  repeating  informa- 
tion given  to  the  A.S.C.,  then  an  inequity  exists,  which  must  be  resolved 
by  the  Legislature  as  a  primary  step  toward  stopping  diversion  losses 
of  salmonid  fishes.  .    . 

It  is  deemed  by  the  Associated  Sportsmen  of  California  that  it  is  an 
economic  impossibility  that  one-half  of  the  new  construction,  plus  full 
construction  of  replacement  screens  and  one-half  of  operation  and 
maintenance  of  all  fish  screens,  can  be  paid  out  of  the  Fish  and  Game 
Preservation  Fund  and  leave  sufficient  residue  for  even  bare  minimum 
operations  of  all  of  the  other  essential  functions  of  the  Department  of 
Fish  and  Game. 

These  screens,  like  the  water  project  and  water  quality  studies,  ap- 
pear to  be  another  instance  where  the  present  law  requires  the  license 
buyers  to  protect  a  resource  against  conditions  beyond  their  control. 
This  we  deem  to  be  another  inequity  requiring  legislative  remedy 
whereby  these  screens  must  be  constructed,  operated  and  maintained 
by  funds  other  than  the  Fish  and  Game  Preservation  Fund,  under  the 
paid  supervision  of  the  Department  of  Fish  and  Game  in  a  similar 
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manner  as  water  project  sponsors  pay  for  the  services  of  the  California 
"Water  Resources  Board  who  work  with  said  project  sponsors. 

No  one  denies  a  diverter  a  fair  share  of  the  public  resource  of  water, 
but  it  is  against  all  basic  justice  to  appear  to  so  license  said  diverter  to 
destroy  the  public  resource  of  fish  in  order  to  provide  water  to  such 
diverter  for  profit. 

From  the  foregoing,  it  can  be  readily  seen  that  our  diversion  screen- 
ing program  is  at  the  same  stalemate  where  it  has  been  these  past  80 
years  while  untold  fishery  losses  have  been  wantonly  wasted  due  to  lack 
of  remedial  action.  These  fishery  losses  have  caused  a  severe  financial 
loss  to  the  economy  of  this  State.  It  obviously  is  a  stalemate  which  can 
only  be  resolved  by  legislative  action.  It  is  for  such  remedial  legislative 
action  that  I  am  appealing  to  you  and  to  your  Assembly  Interim  Com- 
mittee on  Fish  and  Game,  not  only  for  the  Associated  Sportsmen  of 
California,  but  in  the  name  of  all  users  of  our  California  salmonid 
fisheries,  both  recreational  and  commercial,  who  want  to  see  this  re- 
source increased  by  natural  propagation. 

When  it  is  realized,  that  the  record  appears  to  show  that  today  there 
only  remains  5  percent  of  the  original  6,000  miles  of  Central  Valley's 
spawning  area  for  salmon,  we  obviously  have  no  downstream  migrants 
to  lose  in  diversions,  if  this  fishery  is  to  remain  abundantly  productive, 
and  a  major  factor  in  the  great  economy  of  this  State  of  California. 

Therefore,  it  is  most  respectfully  presented  to  the  thinking  of  you 
and  your  interim  committee  that  this  stalemate  may  be  resolved  by  a 
subcommittee  of  your  interim  committee.  It  is  earnestly  believed  that 
in  low  water  years  when  the  migrants  move  downstream  slowly,  our 
diversion  losses  are  astronomical.  This  may  account  to  some  extent  for 
the  known  and  recognized  fluctuation  of  the  salmonid  fishery  popula- 
tion which  in  years  of  low  productivity  is  a  serious  hardship  upon  the 
commercial  fishermen  as  well  as  upon  those  who  invest  their  money  to 
cater  to  the  recreational  anglers  for  these  fish,  also  the  poor  license 
buyer. 

The  Marine  Research  Committee  is  set  up  by  Sections  725  to  732.  It 
is  financed  by  a  special  privilege  tax  under  Section  80406.  No  allocation 
of  Fish  and  Game  funds  to  this  committee  is  shown  in  Mrs.  Davis'  re- 
port. Does  this  committee  pay  the  salaries,  expenses,  retirement,  com- 
pensation, insurance  and  headquarters  overhead  of  Fish  and  Game  per- 
sonnel serving  this  committee  ? 

The  Pacific  Marine  Fisheries  Commission  is  set  up  by  a  compact  un- 
der Section  14000  of  the  Fish  and  Game  Code.  The  budget  recapitula- 
tion shows  an  appropriation  of  $17,900  under  item  No.  13,  for  this 
function.  However,  no  specific  source  of  revenue  for  this  cost  has  been 
found  in  the  Fish  and  Game  Code. 

Are  the  salaries,  expenses,  overhead,  etc.,  of  Fish  and  Game  person- 
nel serving  on  this  commission,  or  working  for  same  paid  out  of  this 
appropriation,  or  are  these  costs  paid  from  the  Fish  and  Game  Preserva- 
tion Fund  ?  Should  not  some  specific  and  adequate  source  of  revenue  for 
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this  commission  be  provided  in  the  Fish  and  Game  Code,  so  these  costs 
will  be  paid  by  those  benefiting-  from  this  commission  ? 

Fifty  thousand  dollars  has  been  set  up  for  Kelp-Bed  Investigations 
under  item  No.  14  of  the  recapitulation.  What  is  the  annual  kelp  reve- 
nue? Kelp  harvesting  is  only  permitted  under  certain  restrictions. 
Therefore  it  appears  to  be  a  function  requiring  marine  patrol  while 
harvesting  and  land  patrol  upon  landing  the  kelp.  It  being  a  private 
enterprise  function  for  profit,  through  the  Department  of  Fish  and 
Game  and  the  commission,  it  must  at  least  pay  its  own  way.  Therefore 
we  most  respectfully  recommend  to  this  committee  that  a  check  be  made 
upon  the  total  revenue  derived  from  kelp  harvesting  to  determine  if  the 
proceeds  from  kelp  harvest  pays  for  all  the  services  same  requires 
and/or  receives. 

With  seasonal  precipitation  and  seasonal  drought,  stored  water  must 
be  termed  the  life  blood  of  the  economy  of  California.  With  the  develop- 
ment of  this  State,  more  and  more  water  storage  projects  are  planned 
and/or  constructed  each  year.  The  effect  of  each  of  these  projects  upon 
our  fish  and  wildlife  appears  to  pose  a  different  set  of  conditions,  prin- 
cipally affecting  fish.  1,V  1     1        A 

Each  of  these  conditions  first  must  be  sought  out  and  established  and 
then  carefully  studied,  if  competent  and  effective  provisions  are  to  be 
found  whereby  a  minimum  of  damage  will  result  to  the  fishery. 

It  is  only  in  comparatively  recent  years  that  very  extensive  and  very 
expensive  studies  are  being  made,  particularly  on  water  projects  and 
diversions  affecting  California's  migratory  salmonid  fishes,  the  salmon 
and  steelhead  trout. 

But  the  absolute  need  for  these  very  extensive  and  very  expensive 
fishery  studies  is  very  definitely  demonstrated  when  we  view  the  alleged 
damage  done  to  the  Klamath  River  salmonid  fishery  by  nearly  40  years 
of  peak  power  surge.  Below  the  powerhouse  the  flow  has  varied  from  a 
peak  of  about  3,200  cubic  feet  per  second,  followed  by  a  sudden  drop  to 
about  200  cfs  or  less.  This  sudden  drop  in  water  volume  and  level  is 
alleged  to  have  destroyed  astronomical  numbers  of  young  and  adult 
fish,  as  well  as  much  fish  food,  by  stranding. 

No  fishery  studies  and/or  provisions  appear  to  have  been  made  prior 
to  the  construction  of  Friant  Dam.  Upon  activation  of  this  first  large 
federal  project  in  California  it  is  alleged  that  10  percent  of  the  pro- 
duction of  California's  Central  Valley  salmon  was  simply  wiped  out 
because  the  San  Joaquin  River  was  dried  up.  It  was  dried  up  m  spite 
of  former  Section  525  of  the  old  Fish  and  Game  Code  (present  Section 
5937)  which  forbids  such  drying  up  on  streams  with  a  fishery  resource. 
An  unsuccessful  lawsuit  to  restore  flow  to  the  San  Joaquin  River  cost 
our  Fish  and  Game  Preservation  Fund  another  $65,000  according  to  the 
' '  Central  California  Sportsman. ' ' 

AVith  this  alleged  stream  drying  precedent  set  on  the  San  Joaquin 
River  by  our  powerful  federal  government,  our  Fish  and  Game  Preser- 
vation Fund  will  be  subjected  to  still  greater  expense  in  attempting  to 
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preserve  our  California  Fisheries  on  water  projects.  Today  we  appear 
to  be  faced  with  an  alleged  attempt  of  the  City  of  San  Francisco  to  dry 
up  about  12  miles  of  tine  wild  trout  stream  on  the  Tuolumne  Eiver  be- 
low O'Shaunessy  Dam.  This  is  not  for  the  availability  of  municipal 
water,  but  to  generate  electric  power  for  profit.  On  the  Mokelumne 
River  we  have  the  situation  where  it  is  alleged  that  the  East  Bay 
Municipal  Utility  District  contends  that  after  construction  of  Coman- 
che Dam  they  will  have  no  water  to  spare  for  salmon  and  steelhead 
fishery  spawning  area  release.  It  is  the  evaluation  of  the  Department  of 
Fish  and  Game  that  the  presently  remaining  spawning  gravels  on  the 
Mokelumne  River  will  accommodate  between  60,000  and  80,000  spawn- 
ing salmon.  They  are  unable  to  reach  an  ^agreement  whereby  spawning 
facilities  for  only  about  15,000  salmon  will  be  provided.  So  in  addition 
to  this  possible  fishery  loss,  our  Department  of  Fish  and  Game  has  spent 
over  $19,000  for  study,  plus  the  services  of  a  Deputy  Attorney  General 
at  about  $8  an  hour. 

While  I  have  no  figure  for  the  present  annual  cost  of  these  studies, 
which  also  must  include  water  quality  investigations,  the  Department 
of  Fish  and  Game  told  CWF  that  the  new  budget  will  reflect  an  in- 
crease of  about  $260,000  for  this  work  next  year. 

The  ASC  recognizes  that  this  work  must  be  done  by  the  Department 
of  Fish  and  Game  personnel,  but  we  also  realize  that  it  must  be  financed 
from  some  source  other  than  the  Fish  and  Game  Preservation  Fund, 
because  the  need  for  these  expenditures  is  beyond  the  control  of  the 
Department  of  Fish  and  Game  and/or  the  license  buyers. 

In  this  respect  we  hereby  state  full  ASC  concurrence  with  Chapter 
VII,  Item  5(2)  on  page  103  of  the  Booz,  Allen  and  Hamilton  Report, 
which  recommends  that  outside  financing  for  this  substantial  cost  should 
be  explored.  This  is  definitely  a  function  of  this  committee.  Other  states 
have  such  laws. 

Fishscreens  in  the  Booz,  Allen  and  Hamilton  Report  are  considered 
on  page  No.  75,  Recommendation  No.  5.  On  page  No.  74  is  concurrence 
with  the  need  for  fishscreens.  The  report  infers  that  legislation  is 
needed.  In  this  the  ASC  concurs. 

"California's  Fish  and  Game  Program,"  as  published  about  10  years 
ago  by  the  Wildlife  Conservation  Board  considers  fishscreens  beginning 
page  No.  45.  This  information  may  be  summarized  on  a  current  basis 
that  for  the  past  80  years  the  State  has  struggled  with  the  problems  of 
keeping  fish  out  of  diversions.  Bach  successive  commission  started  out 
with  firm  resolve  to  do  something  about  it,  but  it  remains  the  major 
deficiency  in  our  California  migratory  fishery  program  today. 

ROBERT  VILE,  President,  Ocean  Fish  Protection  Association 

Our  organization  differs  from  most  of  the  California  sportsmen's 
councils  as  we  specialize  in  ocean  fishery  problems.  We  represent  a 
segment  of  this  State's  army  of  sportsmen  referred  to  as  the  ocean 
angler.  We  believe  that  the  policy  of  the  wildlife  federation  is  definitely 
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a  step  in  the  right  direction,  relative  to  the  trout  and  pheasant  pro- 
grams and  we  subscribe  to  it. 

I  would  like  to  review  just  briefly  with  the  committee  the  income 
and  some  of  the  expenditures  of  the  marine  resources  operation. 

The  largest  contributor  to  the  marine  resources  operation  is  the 
angling  license  money,  assisted  by  the  Dingell-Johnson  funds,  and  we 
feel  that  the  sportsmen  are  paying  their  way  as  far  as  the  ocean  fishery 
is  concerned. 

However,  we  would  like  to  review  with  you  a  number  of  taxations  on 
the  commercial  fishery  which  we  feel  should  come  under  review.  We 
feel  that  they  are  inadequate  and  should  be  reviewed  by  this  committee 
to  determine  whether  further  revenue  could  not  be  derived  for  the 
marine  resources  operation. 

Take  the  salmon  tax,  for  instance,  which  is  a  half  cent  per  pound  on 
the  salmon.  That  is  not  a  very  large  tax  and  does  not  produce  enough 
revenue  to  more  than  offset  the  money  that  is  being  spent  on  salmon 
today.  Now,  the  salmon  is  both  considered  a  sport  and  a  commercial 
fish  and  if  you  were  to  look  to  it  on  a  fifty-fifty  basis,  then  this  salmon 
tax  is  way  out  of  line. 

Also  I  would  like  to  bring  out  that  the  salmon  tax  is  definitely  ear- 
marked for  salmon  and  for  no  other  purpose  so  this  fund  here  could 
not  be  used  for  any  other  phase  of  the  overall  research  into  the  ocean, 
you  might  say. 

I  would  like  to  bring  to  your  attention  that  the  tax  on  shellfish  is 
one  cent  per  gallon  shucked.  This  revenue  is  also  marked  for  shellfish 
only.  Now,  the  revenue  derived  from  shellfish  is  combined  with  the 
revenue  derived  from  the  kelp  tax  and  you  can't  break  it  down  to  find 
out  what  it  is,  but  it  is  still  very  minor. 

The  money  taken  in  for  the  pelagic  fish  such  as  the  sardine,  the 
anchovy,  the  jack,  the  mackerel,  pacific  mackerel  and  the  others,  is 
also  a  tax  that  is  definitely  earmarked  for  that  specific  research  project. 
The  tax  on  this  is  $1  per  ton.  Now,  if  the  marine  research  committee 
is  in  a  plight  for  money,  it  seems  to  me  they  would  look  to  an  adjust- 
ment of  this  tax  in  order  to  compensate  for  the  loss  of  funds  that  is 
going  to  cut  back  on  their  program. 

On  other  fish  delivered  such  as  tuna  and  members  of  the  tuna  family, 
there  also  is  a  tax  of  a  dollar  per  ton,  but  this  tax  is  not  earmarked. 
However,  in  going  over  the  figures  from  the  Booz,  Allen  and  Hamilton 
report  here,  it  definitely  shows  that  money  taken  for  tuna  in  the  way 
of  taxes  is  spent  right  back  for  tuna  in  research. 

I  would  like  to  touch  on  kelp  as  the  gentleman  did  before  me.  It  is 
interesting  to  note  that  in  leasing  kelp  beds  that  the  minimum  that  can 
be  paid  to  the  department  is  $40  per  square  mile.  The  actual  tax  itself 
is  3  cents  per  wet  ton.  In  addition  to  that  there  is  a  privilege  tax  of  5 
cents  per  wet  ton,  so  all  the  kelp  harvested  is  being  paid  for  at  8 
cents  per  ton. 

Now,  certainly  their  business  is  more  valuable  than  what  they  are 
paying  in  taxes  as  far  as  harvesting  this  resource  is  concerned.  I  will 
have  to  agree  that  the  tax,  or  pardon  me,  the  kelp  program  that  has 
been  carried  on  for  the  last  five  years  was  primarily  started  in  the 
interests  of  the  sports  fishing,  but  I  notice  that  also  the  commercial 
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industry  is  contributing-  money  towards  that  and  I  believe  that  comes 
out  of  the  money  for  the  pelagic  fish  fund. 

But  here  are  a  few  of  our  resources  that  are  being  harvested  commer- 
cially for  profit  and  yet  are  yielding  a  very  minor  amount  of  money. 
I  believe  in  total  that  the  kelp  tax  and  the  tax  on  shucked  shelled  fish 
brings  the  8tate  about  $5,000  a  year.  Now,  I  am  just  curious  if  the  State 
can  even  afford  to  keep  books  on  it  for  $5,000  a  year. 

We  are  very  much  interested  in  this  kelp  program.  You  haven't 
heard  much  from  us  on  kelp  for  a  period  of  time  because  we  have  been 
waiting  for  the  results  of  this  study  that  cost  $250,000  to  find  out  what 
the  problem  is  with  the  kelp  in  this  State,  and  at  our  delegates  meeting 
on  the  20th  we  will  be  brought  up  to  d^te  on  what  has  been  done  on 
this  kelp  research  and  will  also  see  a  number  of  films  along  that  line. 
1  think  it  is  time  now  to  make  a  decision  as  to  whether  or  not  kelp 
cutting  is  harmful  to  our  fishing.  I  would  also  like  to  point  out  one 
thing  here,  that  the  entire  total  revenue  received  from  the  commercial 
industry  amounted  to  $584,000  according  to  this  report  from  the  de- 
partment, and  I  presume  this  is  for  the  1958-59  season. 

I  think  there  is  a  possibility  of  additional  revenue  as  the  fresh  fish 
is  in  direct  competition  for  many  of  the  species  that  we  seek  as  recrea- 
tion. I  think  they  should  share  the  research  along  this  line  also  as  the 
money  taken  in  from  sardines,  mackerel,  anchovies  and  tuna  are  pretty 
well  sj)ent  in  that  field  and  very  little  money,  probably  nothing  at  all, 
to  be  very  frank,  is  spent  along  the  barracuda,  white  sea  bass  and  hali- 
but and  others  that  are  both  directly  in  competition  commercially  and 
sports  fishing  wise. 

We  had  quite  a  problem  in  determining,  although  we  feel  that  the 
ocean  angler  is  paying  his  way.  The  department  made  the  statement 
they  thought  they  were  pretty  well  paying  their  way,  but  we  disagree 
with  their  1955  survej^  and  the  way  they  proportioned  the  money. 

We  would  like  to  bring  this  to  your  attention  that  in  1955  we  had 
one  of  the  poorest  sports  fishing  years  and  a  few  years  prior  to  that 
was  also  very  poor.  Naturally,  the  fishing  falls  off  as  far  as  the  angler 
is  concerned,  but  we  feel  that  in  1957  the  sports  fishing  began  to  return 
in  quantities  that  enticed  people  to  come  back  down  to  the  ocean  and 
enjoy  sports  fishing,  that  the  ocean  angler  has  increased  by  leaps  and 
bounds  and  this  is  clearly  shown  in  the  $1  license  for  the  three-day 
permit  which  has  jumped  considerably. 

I  believe  the  last  figure  I  saw  it  was  up  to  86,000  permits — just  for 
a  permit  to  fish  three  days  out  of  the  year. 

Now,  we  feel  that  the  general  license  itself  should  be  up  in  a  per- 
centage that  is  fairly  equal  to  that,  and  we  believe  at  this  time  that  a 
new  postcard  survey  should  be  made  to  determine  the  differences  in 
percentages  at  this  time.  We  also  would  like  to  point  out  the  sad  water 
conditions  that  are  developing  in  Southern  California,  particularly 
in  the  Los  Angeles  area  and  areas  that  are  along  the  seacoast. 

People  are  turning  from  trout  fishing  now  and  depending  more  and 
more  on  ocean  sports  fishing,  and  I  think  this  situation  is  going  to 
become  even  more  pertinent  as  time  goes  by  unless  nature  makes  a 
sudden  change  and  gives  us  a  good  deal  of  rain.  These  people  are  not 
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going  to  be  able  to  find  room  to  use  this  as  recreation  let  alone  fish 
in  the  Los  Angeles  area. 

There  won't  be  enough  of  it  to  go  around.  They  are  going  to  have 
to  depend  on  the  ocean.  A  lot  of  them  have  found  that  by  using  fresh 
water  tackle  in  certain  areas  of  our  ocean  along  our  breakwaters  and 
along  our  rocky  coast  line  they  are  able  to  derive  practically  the  same 
type  of  sport  only  they  catch  a  little  larger  fish  and  some  of  them 
have  given  up  trout  fishing  completely  in  favor  of  this  type  of  fishing. 

But  in  the  future  we  look  for  even  a  greater  pressure  on  our  ocean 
fisheries  by  the  sportsmen  of  this  State.  Los  Angeles  County  is  ex- 
pected to  have  an  additional  half  a  million  people  in  this  coming  year. 
Out  of  that  half  million  naturally  along  comes  a  number  of  fishermen 
that  are  going  to  seek  recreation  by  fishing. 

If  they  can't  find  it  back  in  the  streams  and  in  the  lakes,  they  are 
going  to  find  it  in  the  ocean,  so  this  is  something  that  we  have  to 
look  forward  to  and  try  to  anticipate  and  I  believe  that  this  marine 
habitat  development  program  which  has  been  started  under  the  financ- 
ing of  the  Dingell-Johnson  program  and  is  now  being  continued  under 
the  wildlife  conservation  board  money,  is  going  to  be  the  answer  to 
some  of  these  problems. 

I  would  like  to  direct  your  attention  to  page  163  of  the  Booz,  Allen 
and  Hamilton  report.  This  seems  to  be  quite  a  controversial  report 
when  it  comes  to  the  figures.  I  would  just  like  to  direct  your  attention 
to  the  figures  on  marine  fish  programs,  primarily  the  expenditures  and 
revenue.  It  gives  you  an  idea  of  what  is  being  taken  in  in  relation  to  the 
different  categories  of  fisheries  and  what  is  being  paid  out. 

In  many  cases  such  as  the  pelagic  fish  program  they  are  spending 
8.1  percent  of  the  money  and  the  revenue  is  only  2.4  percent.  In  cases 
like  that  I  feel  there  are  some  things  that  are  out  of  balance  here  as 
far  as  that  is  concerned  and  that  is  why  I  brought  this  tax  program 
into  this  thing  here. 

In  the  case  of  other  sports  fish,  the  expenditures  are  2.8  percent,  the 
revenue  is  4.1  percent,  so  that  gives  an  inkling  there  that  more  money 
is  being  spent  on  what  we  consider  commercial  or  commercial  projects. 
Although  they  are  for  the  benefit  of  the  State  and  the  people  of  the 
State,  they  are  not  the  fish  that  we  are  fishing  for.  They  play  a 
very  important  part.  We  can't  deny  that,  but  if  there  is  no  way  to 
determine  how  this  money  is  to  be  split  up,  I  don't  think  unless  they 
sit  down  and  figure  out  the  value  received  from  a  fishery  or  something 
on  that  order  so  that  the  license  money  will  be  appropriated  into  proj- 
ects where  commercial  money  is  being  directed,  because  it  is  of  impor- 
tance to  the  sportsmen. 

But  on  what  scale  should  it  be  directed  to  that  project  and  if  too 
much  money  is  directed  to  any  one  project  of  that  type,  then  other 
projects  which  are  of  vital  interest  to  the  sportsmen  are  neglected. 
"We  kind  of  feel  that  we  are  on  relief  in  some  respects  in  the  marine 
fishery  projects  that  are  what  we  could  consider  sportsmen's  projects, 
such  as  the  white  sea  bass  and  the  barracuda  projects. 

Now,  these  projects  are  carried  on  under  the  Dingell-Johnson  fund 
of  which  the  State  only  provides  25  percent  of  the  money  and  75  per- 
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cent  comes  from  federal  revenue  where  it  is  collected  on  tackle.  And 
this  has  been  the  case  in  a  number  of  projects  because  one  project  just 
mentioned,  the  marine  habitat  project,  that  was  financed  under  the 
Dingell-Johnson  and  Wildlife  Conservation  Board  money. 

The  life  history  of  the  barred  perch,  which  are  primarily  a  sports 
fish,  was  financed  under  that  method.  And  one  thing  I  am  just  a  little 
bit  concerned  about,  some  of  these  programs  are  awfully  short-range 
programs.  I  don't  believe — there  are  some  of  them  that  do  not  run  long 
enough — maybe  it  is  a  case  of  finances  again — to  really  get  a  true 
picture  of  the  thing.  However,  we  intend  to  go  into  this  further.  I 
think  by  looking  at  this  Booz,  Allen  and  Hamilton  report,  it  has  opened 
our  eyes  on  a  good  deal  of  things  and  the  questions  that  have  been 
thrown  out  today,  whether  you  think  this  survey  was  a  value,  in  some 
instances  I  think  it  was  very  good  and  in  others  I  hesitate  on  it,  but 
because  some  of  their  figures  on  money  are  definitely  out  of  line,  like 
the  figures  based  there  on  one  particular  year  where  as  I  mentioned 
the  sports  fishing  was  terrifically  bad  and  in  that  year  everybody 
went  bottom  fishing. 

In  Southern  California  we  have  two  types  of  fishing  and  about  the 
only  time  they  will  bottom  fish  except  for  a  real  select  group  of  people 
that  like  that,  is  the  group  of  people  that  go  there  out  of  desperation. 
I  think  the  greater  majority  of  people  enjoy  the  surface  fishing. 

In  that  year  they  consigned  almost  the  entire  amount  of  money  to 
bottom  fishing  projects.  Now,  this  didn't  make  sense  at  all.  When  the 
money  was  divided  up  under  the  survey  made  here  only  $286,000 
was  devoted  to  bottom  fishing,  so  I  don't  think  they  knew  where  they 
were  going  when  they  started  with  some  of  these  figures,  but  it  did 
lay  down  for  once  a  complete  file  on  money. 

I  think  this  is  very  valuable  along  that  line.  Maybe  they  are  not 
exactly  accurate,  but  they  are  down  so  we  can  look  them  over. 

I  would  like  to  speak  on  one  more  thing  here.  When  your  letter 
came  out  you  were  going  to  have  this  meeting  and  wanted  us  to  review 
more  or  less  the  budget,  we  made  it  a  point  to  go  to  Terminal  Island, 
which  is  the  headquarters  for  the  marine  resources  operation  and  to  go 
over  the  personnel  that  are  there,  more  or  less  you  might  say  that  they 
do  not  actually  produce  anything  but  facts  and  figures  at  Terminal 
Island,  but  we  went  over  the  personnel  and  asked  questions  as  to 
what  type  of  work  this  person  was  doing  and  that  person  and  how 
many  people  were  assigned  to  this  type  of  work  and  the  other,  and  we 
do  not  feel  that  there  is  any  waste  of  funds  in  this  case. 

In  fact,  you  might  say  it  is  a  little  embarrassing.  We  went  down  to 
pick  up  some  pictures  for  some  of  our  publications  and  we  found  a 
picture  of  the  manager  of  the  Terminal  Island  branch  out  pulling 
beach  seines  along  with  the  same  people  who  were  doing  the  work 
on  the  survey,  so  apparently  he  had  to  pitch  in  to  help,  and  I  know 
that  is  the  case. 

There  is  a  lot  of  work  that  goes  on  there  where  one  biologist  has  got 
to  go  over  and  help  another  go  through  a  program  and  the  thing  is 
vice  versa,  and  I  don't  think  there  is  any  wasted  motion  down  there 
at  all. 
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I  would  like  to  talk  if  I  may;  just  a  few  minutes  on  conservation 
education  because  Mr.  Thomas  has  directed  a  question  to  one  witness 
here  which  I  would  like  to  take  on  in  this  form. 

We  have  taken  it  upon  ourselves,  we  of  the  Ocean  Fishery  Protective 
Association,  to  start  a  little  conservation  education  on  our  own  and 
while  I  was  sitting  back  in  the  audience  I  noticed  one  member  of  the 
committee  up  here  has  a  copy  of  that  paper  which  contains  four  pages, 
and  I  am  sure  he  will  share  it  with  you,  or  I  think  we  have  some  with 
us  and  I  would  like  to  have  you  see  it. 

We  have  devoted  a  picture  page  to  some  of  the  research  that  is 
being  done  and  feeling  that  facts  and  figures  do  not  attract  the  general 
public,  we  are  using  pictures  and  a  layman's  explanation  of  what  is 
being  done.  This  is  going  to  be  done  every  month  in  our  publication 
along  with  disseminating  the  news  of  our  organization  meetings  and 
such,  and  we  feel  that  we  will  be  doing  our  part. 

I  think  conservation  education  within  the  department  is  a  real 
problem  because  it  is  a  problem  to  just  get  to  such  a  mass  of  people 
and,  as  I  said,  it  is  awfully  dry  when  you  come  down  to  it.  Unless  you 
are  directly  interested  like  I  am  and  you  are,  there  are  a  lot  of  sports- 
men that  really  delve  into  this  stuff  and  are  very  interested.  I  can't  say 
it  is  wasted.  It  is  good  material  and  I  know  we  receive  Outdoor  Cali- 
fornia and  most  of  the  boards  of  directors  receive  Outdoor  California 
and  we  also  receive  the  fishery  bulletins  with  all  the  scientific  informa- 
tion and  we  do  receive  quite  a  few  publications. 

At  times  we  have  been  displeased  with  some  articles  that  appeared  in 
Outdoor  California,  but  I  think  we  resolved  this  problem  with  the  de- 
partment and  found  that  people  are  hungry  for  this  type  of  informa- 
tion and  that  is  why  we  built  our  paper  around  it. 

We  found  that  when  we  had  an  open  house  at  Terminal  Island  in  co- 
operation with  the  Department  of  Fish  and  Game  and  invited  our 
people  from  our  clubs  down  there  to  see  what  work  was  being  done 
with  their  license  dollar,  we  got  a  better  turnout  than  we  ever  expected. 
We  had  a  terrific  turnout  and  the  people  were  really  enthusiastic  to 
see  what  was  being  done  in  their  interest  with  their  license  dollar. 

If  a  person  doesn't  see  where  his  money  is  being  spent  in  a  wise 
manner  it  is  very  difficult  to  get  any  more  money  from  him.  If  he  is 
educated  to  see  that  his  program  is  being  handled  in  a  wise  manner 
and  there  does  come  a  time  when  there  is  a  need  for  more  money,  he 
is  going  to  be  willing  to  give  it. 

The  paper  is  financed  by  ads.  I  would  like  to  point  out,  however,  we 
don 't  have  to  solicit  the  ads.  We  have  to  build  the  circulation.  One  more 
thing.  Madam  Chairman.  I  let  these  things  slip  away  from  me. 

Mr.  Thomas  asked  several  of  the  witnesses  if  they  had  taken  action 
on  this  Booz,  Allen  and  Hamilton  Report.  I  would  like  for  the  informa- 
tion of  the  committee  to  say  that  we  did  take  action  on  a  section  of  this 
report  before  the  Senate  Fact  Finding  Committee  on  Natural  Re- 
sources on  seven  points  of  reorganization. 

I  doubt  if  our  organization  will  ever  take  action  on  the  entire  thing. 
I  can  state  here  that  we  are  happy  with  some  aspects  of  it.  Some  of 
them,  we  are  not,  but  no  doubt  no  matter  how  varied  or  how  good  it 
was  or  how  much  money  is  spent,  somebody  is  going  to  find  some  fault 
with  it. 
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I  would  like  to  thank  you  for  the  opportunity  of  appearing  before  you 
today  and  I  will  look  forward  to  meeting  with  this  group  again. 

BURTON  BANZHAF,  Representative,  Ukiah  Rod  and  Gun  Club 

We  understand  that  the  purpose  of  this  hearing  is  to  examine  the 
cost  of  the  fish  and  game  program,  and  in  particular  to  determine 
whether  the  sportsmen  believe  that  the  revenue  for  operation  of  the 
department  should  be  increased  with  a  consequent  increase  in  license 
fees,  or  whether  the  services  of  the  department  should  be  limited  by 
the  amount  of  revenue  available  at  the  present  cost  of  licenses. 

We  do  not  believe  that  any  Avorthwhile  program  of  the  department 
should  be  curtailed  for  lack  of  revenue  ^  merely  because  it  would  in- 
volve an  increase  in  the  cost  of  licenses.  From  the  information  available 
to  us,  it  is  our  belief  that  the  program  presently  being  carried  on  by  the 
department  does  not  warrant  an  increase  in  the  departmental  budget 
at  this  time. 

From  our  study  of  the  cost  of  operation  of  the  Department  of  Fish 
and  Game  we  note  the  following : 

a.  The  raised  trout  program  costs  amount  to  almost  $2,000,000, 
while  the  revenue  from  licenses  to  support  the  programs  produced 
roughly  $700,000,  thus  a  deficit. 

b.  The  raised  pheasant  program  costs  in  excess  of  a  half  million 
dollars,  and  the  income  supporting  the  program  is  approximately  $100,- 
000,  again  a  deficit. 

c.  The  game  management  program  in  the  five  regions  costs  in  excess 
of  $600,000  in  salaries  alone  according  to  our  understanding  of  the 
1959-60  budget.  The  revenue  produced  from  this  phase  of  the  program 
we  presume  would  be  offset  by  the  hunting  licenses  sold. 

We  have  mentioned  these  three  items  from  the  budget  to  illustrate 
our  position  with  reference  to  this  matter.  We  are  of  the  opinion  that 
the  department  is  spending  too  much  money  on  the  artificial  propaga- 
tion of  trout  and  pheasants.  We  are  opposed  to  the  continuance  of  these 
programs  at  the  expense  of  the  sportsmen  of  the  State. 

If  the  raised  trout  program  and  the  pheasant  program  are  to  be 
continued,  we  believe  that  the  cost  of  those  programs  should  be  limited 
by  the  income  realized  from  licenses  sold  to  support  the  same.  We  are 
opposed  to  the  continuance  of  these  programs  so  long  as  they  operate 
in  the  red. 

We  feel  there  is  too  much  emphasis  placed  upon  the  artificial  propa- 
gation programs  and  not  enough  emphasis  upon  the  improvement  of  the 
natural  habitat  of  fish  and  game.  There  is  a  great  need  for  more  work 
on  stream  clearance  and  improvement,  and  need  for  an  improved  con- 
trolled burning  program. 

Both  of  these  projects  will,  in  our  opinion,  lead  to  an  increase  in 
migratory  fish  and  in  an  improved  range  for  our  deer  herds. 

The  artificial  propagation  programs  have  no  permanent  long-range 
effect  on  trout  fishing  or  pheasant  hunting,  carried  on  as  they  are  on 
a  "put  and  take"  basis.  The  sportsmen  and  landowners  in  the  area 
represented  by  our  club  are  not  in  accord  with  some  of  the  policies 
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advocated  by  the  department,  in  particular  they  are  opposed  to  the 
department's  policy  on  antlerless  deer  hunting. 

We  believe  that  the  department  is  spending  too  much  money  m  an 
attempt  to  convince  the  people  that  antlerless  deer  hunting  will  bene- 
fit the  deer  herds  in  our  area  and  not  enough  time  and  money  in  the 
improvement  to  the  natural  habitat  of  our  herds. 

For  example,  the  department  spends  for  publications  some  $114,000 
annually,  some  of  this  cost,  it  is  true,  is  for  printing  laws  and  regula- 
tions, but  a  substantial  portion  of  this  sum  is  devoted  to  publicationof 
Outdoor  California  and  technical  reports.  And  at  this  time  I  would  like 
to  deviate  from  the  printed  copy  here  to  say  that  we  feel  that  the 
Outdoor  California  although  it  is  supposed  to  represent  or  be  the 
magazine  of  the  sportsmen  of  the  State,  we  have  not  been  able  to  get 
anything  published  in  that  magazine  that  is  contrary  to  the  policies 
of  the  department. 

In  other  words,  we  feel  that  it  is  totally  one-sided. 

In  these  publications  the  department  devotes  much  time  and  effort 
in  an  attempt  to  influence  the  landowners  and  sportsmen  to  accept  the 
department  policies  on  such  matters  as  antlerless  deer  hunting. 

In  conclusion,  we  are  in  favor  of  a  budget  for  the  department  based 
upon  less  service  to  the  sportsmen,  especially  as  it  pertains  to  the 
artificial  propagation  program,  and  more  attention  directed  toward  the 
improvement  of  the  habitat  of  both  fish  and  game. 

JERRY  DAVIS,  Southern  Council  of  Conservation  Clubs 

We  have  found  our  task  of  analyzing  the  Department  of  Fish  and 
Game  expenditures  somewhat  complicated  and  confusing.  While  we 
accept  the  report  of  this  committee  as  being  accurate  and  sincere,  our 
main  interest  lies  in  that  of  the  1960-61  Budget.  It  is  our  understanding 
that  if  this  budget  is  accepted,  the  department  should  show  a  surplus 
of  more  than  $3,500,000  at  the  end  of  this  period. 

We  feel  a  balance  of  this  amount  is  quite  acceptable  and  to  maintain 
a  larger  balance  may  not  be  as  healthy  as  it  could  be  attractive  to 
outside  interests.  It  is  our  further  understanding  that  the  1960-61 
Budget  submitted  by  the  department  is  reasonably  close  to  their  an- 
ticipated income. 

If  this  is  true,  we  find  this  acceptable  to  our  wishes.  Beyond  this 
point  comes  the  problems.  Where  do  we  find  the  department  expendi- 
tures desirable  and  where  do  they  become  undesirable.  To  help  us  find 
this  answer  to  this  question  the  southern  council  circulated  a  question- 
naire to  its  member  clubs  to  gain  their  individual  views. 

We  felt  this  would  be  an  aid  to  better  analyzing  and  understanding 
the  composite  thinking.  The  results  were  quite  interesting. 

We  will  start  with  the  three  questions  requested  by  your  letter, 
Madam  Chairman,  of  December  7,  1959.  The  first  question,  do  you 
wish  to  continue  the  program  at  the  present  level  of  financial  adminis- 
tration, the  composite  answer  to  this  question  was  a  qualified  yes. 

The  breakdown  by  the  clubs  was  12  yes,  11  no,  one  club  said,  "Yes, 
we  do  not  want  an  increase  in  license  stamps  or  tax. ' ' 

Another  club  said,  ' '  Yes,  in  some  cases,  no  in  others, ' ' 
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They  believe  the  Department  of  Fish  and  Game  is  doing  a  good  job 
but  it  would  be  a  mistake  if  even  they  were  satisfied.  Another  club  said 
they  could  not  answer  due  to  lack  of  knowledge. 

To  question  number  two,  where  do  you  feel  there  are  areas  that  may 
require  a  cutback.  The  composite  answer  to  this  question  was,  none. 
The  breakdown  by  the  clubs  was  5  clubs  requesting  no  cutbacks  while 
one  club  suggested  a  cutback  on  unnecessary  waste,  another  club  on 
departmental  heads,  five  suggested — I  hope  you  will  understand  these 
are  answers  to  questionnaires.  Five  clubs  asked  for  cutbacks  in  co-ops, 
one  asked  for  a  percentage  of  cutback  on  these  and  one  said  50  per- 
cent and  another  asked  for  100  per  cent  cutback. 

One  club  said  evaluation  should  be  m.^de  and  cutback  on  overhead 
and  projects  found  to  be  obsolete  and  not  worth  their  expenditures. 

Another  club  said  expenditures  for  fresh  water  fish  should  be  cut 
back. 

Thirteen  clubs  did  not  answer  this.  However,  I  would  like  to  point 
out  that  six  of  these  clubs  that  did  not  answer  were  ones  that  answered 
yes  on  the  original  question  which  should  qualify  this  question. 

On  question  number  three,  where  do  you  feel  there  should  be  an 
expansion  in  certain  fields,  the  composite  answer  to  this  was  none.  How- 
ever, on  the  breakdown  of  the  clubs  there  were  four  of  them,  only  four 
clubs  that  asked  for  no  expansion.  The  balance  of  them,  three  of  them 
said  conservation  education,  public  and  the  department  both,  two  clubs 
asked  for  public  relations  expansion,  another  club  asked  for  expansion 
in  salt  water  and  another  in  salt  water  patrol,  and  another  in  artificial 
habitat  in  salt  water. 

One  asked  for  big  game  habitat  expansion  and  another  one  for  just 
habitat  development.  Research  was  asked  by  another  club  and  another 
for  pollution.  The  trout  program  was  mentioned  by  another  club.  An- 
other asked  for  pheasant  co-ops  and  this  club  that  asked  for  an  expan- 
sion in  the  pheasant  co-ops  qualified  it  by  saying  they  should  charge 
for  the  service. 

Another  asked  for  more  wardens.  Another  club  asked  for  an  increase 
in  programs  in  accordance  Avith  increase  in  license  sales. 

Another  club  asked  for  preservation  of  available  recreation  areas 
and  access  to  sale  for  the  future. 

Another  club  asked  for  expansion  in  department  control  of  salt  water 
fishing. 

Ten  clubs  did  not  answer  this  question  and  again  I  would  like  to 
qualify  them  as  nine  being  answered  in  the  first  original  question. 

In  addition  to  these  questions  the  questionnaire  furnished  additional 
information  that  may  be  of  interest  and  value  to  the  committee. 

We  submit  these  questions  and  answers  for  your  evaluation.  Question 
number  one,  do  you  feel  that  programs  such  as  trout  and  pheasant 
planting  should  pay  their  own  way  and  to  what  degree  ?  The  composite 
answer  to  this  was  yes.  The  breakdown  by  the  clubs  was  19  yes,  only 
three  voted  against  it,  one  asked  for  a  75  percent  paying  of  their  own 
way,  another  one  merely  said  partially,  and  two  clubs  did  not  answer 
and  one  would  not  change  the  trout  program.  They  would  leave  it  the 
way  it  was  financially. 

On  question  number  two,  do  you  favor  the  department's  present 
trout  planting  program,  the  composite  answer  is  yes.  The  breakdown  on 
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this  again  is  19  clubs  said  they  would  favor  the  program,  one  said  no, 
five  would  stock  pressure  areas  heavier  while  one  would  stock  habitat 
areas  heavier  and  one  answer  contradicted  itself. 

And  question  number  three,  did  you  favor  the  department's  present 
pheasant  planting  program  ?  The  composite  answer  to  this  was  yes.  The 
breakdown  was  12  yes,  three  no,  three  would  charge  more  for  co-ops, 
three  would  increase  co-ops  and  one  would  decrease  co-ops.  Two  would 
plant  habitat  area  and  one  would  plant  nonhabitat  area.  One  suggested 
they  plant  hens  in  the  A  zone  and  cocks  in  the  B  zone.  One  did  not 
answer  this. 

I  would  like  to  touch  on  generally  some  subjects  that  were  brought 
up  and  some  of  the  committee  seemed  interested  in.  One  of  them  was 
conservation  education. 

AVe  feel  generally  that  we  should  advance  in  this  field  too.  We  feel 
that  the  department  is  spending  a  lot  of  money  on  this,  but  it  is  an 
important  project.  No  doubt  we  can  improve  the  dissemination  of  ma- 
terial. I  think  they  are  trying  to  get  it  out  to  the  right  people,  but  there 
are  many  ways  which  a  sportsman  can  help  in  this  same  program. 

One  of  them  is  the  project  that  the  Southern  Council  took  on  14  years 
ago,  will  be  15  years  this  April.  We  participate  in  the  local  sportsman 
show  where  we  get  a  chance  to  meet  the  public  and  we  have  a  booth 
there  where  we  disseminate  literature  of  all  types,  not  only  the  Depart- 
ment of  Fish  and  Game,  but  other  types  of  literature  for  the  Forest 
Service  and  so  forth  and  all  related  to  conservation  work. 

With  this  we  man  the  booth  and  attempt  to  answer  to  the  public 
and  correlate  the  literature  with  them  so  we  are  sure  they  are  going  to 
get  the  good  out  of  it  that  was  intended.  I  think  this  is  one  project  that 
can  be  carried  on  in  other  parts  of  the  State  and  it  is  a  method  of 
getting  the  information  out  to  the  people  that  are  interested. 

Also,  the  question  they  ask  Avhen  they  come  to  the  booth  decides  a 
lot  on  what  type  of  literature  we  hand  them. 

On  the  Booz,  Allen  and  Hamilton  report,  we  took  a  period  before  the 
Senate  Fact  Finding  Committee  on  Natural  Resources  and  quoted  the 
Booz,  Allen  and  Hamilton  report.  We  used  it  as  a  guide.  Many  of  the 
committee  chairmen  have  the  Booz,  Allen  and  Hamilton  report  in  their 
possession.  We  were  short  a  few  copies.  They  are  passing  back  and 
forth.  One  in  particular  was  the  vice  chairman  of  the  Council  of  the 
Southern  California  group.  He  carries  it  with  him  and  he  uses  it  as  a 
dictionary. 

Many  of  our  facts  and  figures  come  out  of  this  book.  However,  I 
believe  the  report  itself  is  coming  to  a  place  where  it  is  two  years  old 
and  soon  will  wear  out  as  far  as  facts  in  it  are  concerned,  and  probably, 
I  don't  suggest  replacing  it  with  another  survey,  but  I  hope  by  then, 
in  another  year  or  two,  we  will  resolve  many,  many  of  these  problems. 

I  think  the  department  is  working  on  this  very  strongly.  Two  months 
ago  we  had  a  member  of  the  department  out  to  the  council  at  one  of 
our  meetings  in  which  he  went  down  item  by  item  in  the  Booz,  Allen 
and  Hamilton  report  on  the  recommendations  and  told  the  council  just 
where  they  stood  on  these  items.  They  were  very  interested.  It  took 
about  two  hours  for  the  program. 
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However,  the  council  members  were  very  interested  and  attentive 
all  the  way  through,  so  I  believe  it  is  valuable  and  I  think  it  paid  off 
in  a  lot  of  ways. 

EDMUND  KOHLHAUF,  Representative,  Golden  Gate  Sports  Fishers 

I  would  like  to  say  here  now  that  we  differ  possibly  from  most  of 
the  organizations  on  the  license  fee  structure  and  so  we  make  our 
presentation.  In  other  phases  of  the  hearing  we  would  like  to  concur 
with  the  Associated  Sportsmen  of  California. 

The  Golden  Gate  Sports  Fishers  feel  that  an  increase  in  license  fees 
for  sports  fishing  is  inevitable  to  enable  the  Department  of  Fish  and 
Game  to  provide  the  services  asked  for  by  the  license  buyer.  We  hardly 
are  in  a  position  to  judge  just  what  the  amount  of  this  fee  should  be; 
nor  can  we  leave  it  up  to  the  license  buyer  by  asking  him  what  he 
wants  to  pay. 

Rather  the  Legislature  should  determine  what  is  necessary  in  license 
fees  to  keep  the  various  fisheries  in  good  condition.  To  this  end  we 
hope  the  following  suggestions  will  be  of  help  to  this  committee  in  their 
determination. 

In  1928  the  fishing  license  has  been  increased  from  $1  to  $2.  Also 
in  1928  the  average  weekly  wage  of  the  production  worker  was  $29.24. 

In  1959  the  average  weekly  wage  of  the  production  worker  was 
$102,  better  than  three  times  the  amount  he  received  in  1928.  There- 
fore he  also  should  be  able  to  afford  three  times  as  much  for  his  fishing 
license,  which  would  be  $6.  Whatever  amount  is  determined  for  the 
fishing  license,  this  amount  should  be  uniform  for  the  following  reasons : 

a.  This  would  be  the  most  economic  and  efficient  way. 

b.  The  majority  of  license  buyers  fish  for  more  than  one  group  of  fish. 

c.  All  fisheries  need  extensive  research  in  the  near  future,  partly 
to  offset  losses  incidental  to  the  march  of  progress,  partly  with  a  view 
of  finding  ways  to  enhance  fisheries  to  provide  sport  for  the  ever 
increasing  population  of  the  State  of  California. 

Should  it  be  desired  to  break  up  the  license  fee  into  different  groups 
we  would  like  to  recommend  a  basic  license  fee  of  $4  and  stamp  in  the 
amount  of  50  cents  each  to  be  attached  to  the  license  for  each  of  the 
following  groups:  (1)  ocean  fish;  (2)  striped  bass  and  fresh  water 
fish;  (3)  trout  and  (4)  steelhead  and  salmon— each  stamp  to  be  easily 
distinguishable  from  each  other. 

If  no  change  of  the  present  setup  in  license  fees  is  contemplated,  the 
$1  stamp  now  required  to  take  salmon  in  fresh  water  should  also 
apply  to  this  species  in  salt  waters. 

I  believe  that  this  has  been  overlooked  in  the  1957  increase  in  license 
fees  in  which  we  said  nothing  should  be  added  to  the  ocean  fishery, 
but  certainly  the  salmon  should  have  had  a  dollar  added  in  addition 
to  pay  for  the  research  that  is  necessary. 

Our  basic  recommendation  would  be  that  the  license  fees  should  be 
one  license  and  they  can  fish  in  the  State  of  California  in  the  water 
and  take  whatever  fish  are  available.  We  believe,  and  I  hope  that 
sometime  in  the  future  the  fishing,  sport  fishing  fraternity  will  work 
as  a  team  rather  than  bicker  over  a  one-  or  two-dollar  stamp  here  or 
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there.  I  hope  they  will  shoulder  the  responsibility  and  provide  the 
department  with  enough  money  to  give  them  what  they  ask  for. 

At  times  it  is  necessary  to  put  a  little  more  money  into  one  pro- 
gram and  at  other  times  it  is  necessary  to  put  it  into  another  program, 
and  I  believe  $2  is  hardly  enough  to  squabble  about.  I  believe  the 
sportsmen  should  baud  together  and  help  each  other. 

JOHN  GILCHRIST,  Representative,  San  Francisco  Tyee  Club 

The  Tyee  Club  is  an  organization  of  sports  fishermen  dedicated^  to 
the  enhancement  of  the  preservation  and  propagation  of  the  king 
salmon.  It  is  one  of  the  largest  organizations  of  its  kind  and  it  has  its 
counterpart  in  other  sections  of  the  country  particularly  in  Oregon, 
Washington  and  Canada.  This  is  their  adopted  program. 

1.  That  applied  basic  research  be  expanded  and  co-ordinated 
with  the  several  states  and  the  universities  and  that  applied  research 
be  further  developed  by  the  Department  of  Fish  and  Game. 

If  I  may  comment  very  briefly  on  that  one  point,  that,  of  course,  has 
been  discussed  at  length  by  all  four  organizations,  or  five  organizations 
I  might  say.  And  we  are  in  full  accord  on  that.  We  have  discussed 
this  at  great  lengths  with  the  Department  of  Fish  and  Game.  There  is 
very  little  variance  between  any  of  us. 

2.  That  the  downstream  planting  and  marking  program  be  further 
enlarged  and  developed.  Those  of  you  who  will  remember,  that  was  a 
program  that  you  gave  us  authority  to  start  last  year. 

3.  A  sportsmen's  tagging  program  to  further  assist  the  department 
in  catch  and  migration  studies  be  developed. 

4.  That  specific  legislation  be  enacted  to  provide  adequate  water  of 
proper  quality  be  maintained  by  any  agency  damming,  diverting  or 
using  same  for  the  proper  sustenance  and  preservation  and  the  con- 
tinuity of  fish  and  wildlife.  They  are  specifically  referring  to  the 
problems  we  are  now  facing  on  both  the  San  Joaquin  and  Mokelumne 
Kivers.  We  are  all  in  accord  on  that. 

6.  Expansion  of  conservation  education  program.  In  other  words, 
we  are  all  fully  in  accord  with  expansion  of  that  particular  program. 

7.  Development  of  a  program  to  voluntarily  clean  up  our  water, 
beaches  and  forests  from  the  activities  of  litterbugs. 

8.  That  Coleman  Hatchery  be  enlarged  and  further  utilized  to  the 
fullest  capacity.  We  are  all  in  accord  on  these  last  two  counts. 

9.  That  adequate  legislation  be  provided  for  screening  water  diver- 
sions as  recommended  by  the  Department  of  Fish  and  Game. 

In  conclusion,  they  note  that  it  is  resolved  that  the  Department  of 
Fish  and  Game  be  commended  for  the  excellent  co-operation  given 
by  the  regional  officers  in  the  development  of  the  close  working  relation- 
ship, further  that  those  men  of  the  department  and  those  others  who 
contributed  so  much  of  their  own  to  the  salvaging  of  the  salmon  run 
at  Nimbus  be  publicly  commended  and  thanked; 

Further  that  adequate  funds  be  provided  from  the  several  sources 
to  effect  the  completion  of  these  programs. 
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On  that  last,  I  might  point  out  that  all  three  agencies  have  been 
working  in  very  close  co-operation  with  the  Department  of  Fish  and 
Game  for  the  last  two  or  three  years  and  that  we  have  enjoyed  their 
confidence  and  their  guidance  and  their  co-operation  on  these  problems 
that  I  am  referring  to  at  the  present  time. 

They  have  been  in  attendance  at  all  of  our  meetings.  Now,  the  only 
thing  that  I  would  call  your  attention  to  would  be  this  particular 
point,  No.  5,  and  I  am  quite  sure  that  all  three  organizations  will 
come  forward  with  a  program  which  will  call  for  an  extended  natural 
spawning  program  or  spawning  of  salmon  under  natural  conditions. 
We  are  working  on  that  at  the  present  time. 

We  have  encountered  some  problems  ■  that  have  not  yet  been  an- 
swered. As  soon  as  the  department  does  come  up  with  this,  I  am  very 
sure  it  will  be  the  intention  of  these  groups  to  try  to  present  legislation 
to  effect  that  program. 

CARL  O.  FISHER,  Representative,  Superior  California  Wildlife  Federation 

We  certainly  haven't  any  quarrel  with  the  department  as  far  as 
their  policies  are  concerned  and  we  are  very  happy  to  learn  that  the 
pheasant  farm  program  is  going  to  continue  to  furnish  young  birds 
to  the  sportsmen's  pens.  The  clubs  in  our  area,  Sacramento,  Yolo  and 
Solano  and  part  of  Sutter  County,  are  very  much  interested  in  this 
because  they  have  a  lot  of  money  tied  up  in  pheasant  pens  which  they 
have  built  over  the  years  and  gone  along  with  the  department  follow- 
ing the  program  and  trying  to  assist  them  and  it  would  be  pretty  hard 
to  dispose  of  these  pens  at  the  present  time. 

Now,  one  point  that  I  think  has  been  mentioned  already  that  I  would 
like  to  clarify — somebody  mentioned  the  fact  that  the  sportsmen  are 
using  these  brids  for  their  own  private  shooting.  Due  to  the  number 
of  game  bird  clubs  in  our  area  it  has  been  forced  upon  us  to  try  to 
find  some  local  areas  for  our  local  people  to  shoot  on  and  for  that 
reason  why  we  have  planted  birds  on  areas  set  aside. 

Now,  as  you  well  know,  all  of  the  pheasant  country  is  privately 
owned  and  none  of  it  is  public  property  to  speak  of  at  all.  Well,  there- 
fore, these  people  that  own  that  property  surely  have  a  right  to  say 
something  about  what  is  going  to  be  done  on  it  and  how  it  is  going  to 
be  managed. 

We  have  entered  into  some  agreement  with  the  farmers  in  our  area. 
We  have  a  fairly  good  farmer-sportsmen's  relation  and  we  have  such 
a  shooting  area. 

Another  thing  we  have  noticed  too,  it  has  been  very  difficult  in  some 
highly  cultivated  areas  where  row  crops  are  raised  to  obtain  areas  for 
the  planting  of  pheasants.  A  lot  of  these  farmers  don't  want  pheasants 
planted  where  they  are  raising  row  corps,  and  I  think  the  department 
well  recognizes  that  fact  and  the  sportsmen  in  the  local  areas  also. 

The  commercial  game  bird  clubs  are  causing  quite  a  little  problem 
and  I  am  going  to  tell  you  what  this  is,  which  is  not  my  own  particular 
opinion,  but  is  the  opinion  that  has  come  to  me  through  some  of  the 
clubs  that  operate  large  shooting  areas  on  a  cost  basis,  and  at  the 
present  time  these  game  bird  clubs  are  located  on  practically  the  best 
wild  cover  in  the  area  and  due  to  the  long  shooting  season  that  they 
have  they  are  the  beneficiaries  of  the  wild  pheasant. 
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Another  thing,  too,  I  believe  that  it  is  generally  conceded  that  they 
buy  mostly  mongolian  pheasants  which  are  birds  that  do  not  survive 
very  well  in  the  rice  country  and  for  that  reason  why  a  lot  of  the  wild 
birds  that  are  shot  are  shot  on  these  wild  game  bird  clubs. 

I  think  the  Hart  report  will  bear  this  out.  The  activities  of  the 
clubs  is  something  like  this.  They  are  located  on  the  best  cover  that 
there  is  in  the  area,  wild  cover  for  birds,  but  if  they  have  any  dog 
training  to  do,  the  dogs  are  usually  trained  outside  of  the  game  bird 
clubs.  This  has  a  tendency  to  drive  birds  into  the  club  all  the  time  and 
it  isn't  really  necessary  for  them  to  plant  as  many  birds  as  they  would 
otherwise. 

The  only  reason  they  plant  the  birds  is  to  get  the  shooting  privileges. 
In  other  words,  they  are  allowed  to  shoot  70  percent  of  the  birds  that 
are  planted. 

CHARLES  BULL,  President,  Northern  Counties  Wildlife 
Conservation  Association 

We  herewith  submit  certain  undeniable  facts  upon  which  are  based 
some  of  the  purposes  of  our  organization,  together  with  recommenda- 
tions pertinent  thereto.  We  respectfully  request  you  give  these  matters 
your  carefully  considered  attention  in  appraising  the  value  and  scope 
of  the  "services"  rendered  by  the  California  Department  of  Fish 
and  Game : 

1.  The  wildlife  is  a  public  resource  which  belongs  to  all  the  people 
of  the  State. 

2.  The  sportsmen  who  hunt  and  fish  represent  less  than  10  percent 
of  the  population. 

3.  Any  state  agency  must  act  in  the  better  interest  of  the  majority 
of  the  people.  Otherwise  such  an  agency  cannot  be  justified  as  a  func- 
tion of  state  government. 

4.  The  purpose  of  the  Department  of  Fish  and  Game  is  to  "pre- 
serve, protect  and  restore"  the  wildlife  (Wildlife  Conservation  Act). 

5.  It  is  not  the  purpose  of  the  Department  of  Fish  and  Game  to  pro- 
vide meat  or  fish  for  anyone. 

6.  If  providing  is  to  be  done,  it  must  be  done  by  private  enterprise 
and  initiative  with  private  capital. 

7.  By  providing,  arranging  for  and  engaging  in  promotion  of  hunt- 
ing and  fishing,  the  Department  of  Fish  and  Game  is  not  acting  in  the 
interest  of  the  majority  of  the  people  of  this  State  because  the  over- 
whelming majority  of  the  people  derive  no  benefit  from  such  activities. 

8.  The  only  justifiable  reason  for  this  state  agency  to  engage  in 
arranging  for  killing  of  any  part  of  the  public  resource  of  fish  and 
game  is  tfor  the  purpose  of  controlling  depredation  of  private  or  public 
land.  This  must  be  done  on  a  limited  basis  by  the  best  qualified  hunters 
under  the  strict  supervision  of  the  wildlife  protection  branch  of  the 
Department  of  Fish  and  Game. 

9.  Game  or  Unit  Management  is  not  necessary  unless  the  killing  of 
the  female  deer  is  allowed.  This  was  admitted  by  Mr.  A.  Starker 
Leopold  of  the  University  of  California  at  an  open  meeting  on  the 
U.  0.  Campus  in  1959. 
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10.  By  returning  the  Department  of  Fish  and  Game  to  its  proper 
division  status  as  primarily  a  wildlife  protection  agency,  such  as  it 
was  under  the  Department  of  Natural  Resources,  the  following  ac- 
complishments could  be  achieved : 

a.  This  agency  would  again  function  in  the  better  interest  of  the 
people  and  not  contrary  to  the  intent  of  the  very  act  under  which  it  was 
created. 

b.  Approximately  $5,000,000  per  year  could  be  saved  by  eliminating 
the  game  managers  which  would  no  longer  be  necessary. 

c.  It  is  at  this  time  evident  that  the  majority  of  the  people  of  this 
State  are  not  willing  to  accept  the  present  policies  of  this  governmental 
agency.  These  policies,  which  reek  of  commercialism  and  encourage  the 
use  of  a  great  public  resource  as  a  'harvestable'  commodity  and  a  mere 
plaything  for  a  small  minority  of  shooters  and  other  commercial  inter- 
ests, can  no  longer  be  tolerated  by  morally  honest  citizens. 

We  sincerely  believe  the  adoption  of  legislation  based  upon  the  above 
facts  is  the  most  logical  solution  to  the  present  dilemma  of  the  Fish 
and  Game  Department  acceptable  to  the  owners  of  our  fish  and  game 
resources ;  the  citizens  of  California. 

We  urgently  request  that  the  foregoing  testimony  be  given  such 
consideration  by  your  committee  as  this  honest  effort  to  present  true 
facts  rightfully  deserves. 

MARIS  WARD,  Chairman,  Fish  and  Game  Committee  of  Del  Norte 
County  Chamber  of  Commerce 

The  Fish  and  Game  Committee  of  the  Del  Norte  County  Chamber  of 
Commerce  have  discussed  your  letter  and  your  coming  meeting.  Due 
to  the  distance  and  time  involved,  it  will  not  be  possible  for  us  to 
attend  the  meeting,  but  we  would  like  to  make  the  following  recom- 
mendations : 

That  fishing  license  fees  be  increased  and  the  increase  used  for  the 
operation  of  fish  hatcheries  in  California.  The  actual  cost  of  the  license 
is  a  very  small  percentage  of  the  total  amount  spent  by  fishermen,  and 
any  objection  to  an  increase  would  not  have  a  valid  foundation. 

The  pheasant  population  in  California  is  at  a  dangerous  low  and  it 
appears  that  either  the  season  should  be  kept  closed,  or  that  the 
pheasant  license  tags  be  at  least  tripled  and  the  revenue  raised  be  used 
for  the  planting  of  pheasants. 

CECIL  PHIPPS,  Individual  Sportsman 

I  am  speaking  in  this  particular  instance  as  an  individual  sportsman. 
I  do  appreciate  the  privilege  of  doing  so.  I  had  come  to  Sacramento 
following  my  interest  in  matters  of  fish  and  game  merely  to  observe. 
However,  during  the  course  of  the  two-day  session  I  noted  a  great 
many  facets  of  fish  and  game  management  were,  I  thought,  being  over- 
looked. 

There  are  two  or  three  things  that  I  would  like  very  much  to  have 
inserted  in  the  record.  I  feel  perhaps  it  might  be  in  order  to  qualify 
me  as  an  individual  sportsman  taking  up  your  valuable  time  today 
and  I  should  like  to  tell  you  that  I  am  a  former  president  of  the  Sports- 
men's Council  of  Central  California,  presently  vice  president  again. 
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I  am  a  director  of  the  California  Wildlife  Federation,  a  past  president 
for  two  years  of  the  Fresno  County  Sportsmen's  Club,  the  chairman  of 
the  Fresno  County  Recreation  Commission  and  a  member  of  various 
advisory  boards  to  such  organizations  as  the  Forest  Service  and  so 
forth. 

There  is  one  point  I  would  like  to  be  able  to  take  back  to  Fresno  with 
me  and  that  is  a  clarification  of  the  fiscal  position  of  the  Department  of 
Fish  and  Game.  Down  in  our  area  a  great  many  people  become  dis- 
turbed with  the  prospect  of  a  license  increase.  Knowing  full  well  the 
historv  of  the  increase  a  couple  of  years  ago,  primarily  due  to  the  fact 
I  was  in  Sacramento  almost  weekly  at  that  time  in  my  capacity  as 
president  of  the  council,  I  was  disturbed  by  the  information  being  dis- 
seminated. I  am  happy  to  learn  since  arriving  at  this  hearing  that 
apparently  while  there' were  two  schools  of  thought  on  the  fiscal  posi- 
tion of  the  department,  it  was  merely  due  to  the  fact  that  they  were 
taken  from  apparently  two  sets  of  figures. 

I  believe  the  points  of  difference  primarily  are  the  frozen  funds  as 
they  have  been  referred  to  during  the  last  two  days.  In  that  connection 
I  w-ould  like  to  present  the  position  of  our  council  at  the  time  I  was 
president  of  it,  1957-58.  . 

We  discussed  this  very  thoroughly  on  numerous  occasions  and  it  was 
our  not  completely  unanimous  but  almost  so,  opinion  that  there  should 
be  a  general  across  the  board  $2  license  increase.  However,  during  the 
course  of  the  deliberations  of  the  various  committees  of  the  Legislature, 
the  stamp  plan  was  agreed  upon. 

To  this  we  had  no  objection.  The  50  percent  frozen  portion  of  it  was 
again  by  action  of  the  Legislature  and  again  Ave  did  not  object  to  that. 
However,  it  is  our  understanding  in  the  central  part  of  the  State,  and 
when  I  say  "our"  understanding,  again  I  think  I  am  safe  in  speaking 
for  this  particular  council  because  over  the  years  they  have  certainly 
backed  me  up  in  statements  such  as  this.  It  is  their  general  impression 
that  they  are  paying  $5  to  go  trout  fishing  and  that  the  $5  goes  to  the 
Department  of  Fish  and  Game  for  management  and  development,  per- 
petuation and  conservation  of  our  resources  without  any  strings  at- 
tached. 

I  wanted  this  committee  to  know  that  that  was  the  basis  upon  which 
thev  supported  this  increase  in  1957.  Now,  it  is  my  understanding  and 
I  intend  to  take  this  home  with  me,  and  I  wish  you  would  correct  me  if 
I  am  wrong,  that  since  the  license  increase  the  department  has  accumu- 
lated a  surplus  greater  than  what  it  was  at  the  time  and  that  it  is 
expected  to  be  a  substantial  surplus  by  1961-62.  By  that  I  mean  it  will 
be  somewhere  in  the  neighborhood  of  in  excess  of  $4  million  and  in 
view  of  that,  if  the  money  is  used  for  the  purposes  that  the  remaining 
funds  are  used,  then  obviously  there  would  be  no  necessity  for  a  license 
increase. 

I  believe  you  stated  yesterday  that  you  had  the  impression  that  the 
sportsmen  after  some  testimony  here  would  not  be  opposed  to  a  license 
increase.  I  think  maybe  I  can  assure  you  that  the  contrary  would  be 
the  truth  in  the  central  part  of  the  State.  I  think  we  would  oppose  a 
license  increase  in  view  of  the  figures  just  read  here.  We  don't  think 
it  is  necessary.  AVe  still  think  the  frozen  funds  belong  for  the  purpose 
for  which  they  were  raised. 
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One  other  item  that  I  want  to  touch  on  and  it  has  been  touched  on 
several  times,  and  that  is  the  department  budget  and  the  proposed 
increases  in  it.  I  think  probably  I  am  like  the  average  sportsman.  I  can 
read  the  department  budget.  It  means  about  as  much  to  me  as  my  in- 
surance policies  do.  I  don't  understand  them  either,  but  I  do  read 
them.  I  am  concerned  about  the  apparent  tendency  to  belittle  the  25 
requested  personnel  for  water  research  projects.  I  am  concerned  be- 
cause in  my  capacity  as  chaiman  of  the  Fresno  County  Recreation 
Commission,  for  example,  I  have  been  witness  to  seven  big  brand  new 
water  impoundments  being  built  in  Fresno  County,  one  of  them  still 
under  construction,  and  the  resulting  problems  that  they  have  brought 
on  our  local  area  without  any  compensating  funds  anywhere  along  the 
line  for  recreational  features. 

I  am  concerned  because  I  think  perhaps  at  the  completion  of  the 
proposed  California  AVater  Plan,  our  concept  of  fishing  in  the  out- 
doors may  be  entirely  diiferent  than  what  we  know  it  today.  I  am 
thinking  in  terms  of  perhaps  30  years  from  now.  To  me  the  most  im- 
portant function  that  the  department  can  do  is  to  safeguard  the  inter- 
ests of  our  wildlife  for  the  future  years. 

There  again,  I  can  cite  the  example  of  the  construction  of  Friant 
Dam.  If  we  had  had  a  department  and  a  director  with  sufficient  fore- 
sight at  that  time,  I  am  confident  we  would  not  have  50  miles  of  dry 
stream  bed  on  the  San  Joaquin  River.  I  believe  we  would  also  have  a 
considerably  better  salmon  run  than  we  have  today. 

Again,  I  would  like  to  cite  another  example  of  some  months  ago  the 
former  director  of  the  department  was  held  up  in  what  you  might 
term  ridicule  in  a  local  newspaper  over  his  actions  or  concern  over 
the  disposal  of  radioactive  waste.  Those  of  us  interested  in  the  future 
welfare  have  checked  into  this  further  and  believe  me  we  are  disturbed 
over  it,  too.  To  me  I  think  the  department  is  to  be  complimented  in 
keeping  abreast  of  these  needs  and  the  California  Water  Plan  to  me,  I 
think,  is  the  greatest  danger  and  still  at  the  same  time  perhaps  one  of 
the  greatest  assets  that  fish  and  wildlife  can  face  in  this  State. 

I  am  certain  that  the  majority  of  the  sportsmen  in  the  Central  Cali- 
fornia area,  and  of  this  I  am  almost  positive,  w^ould  definitely  favor 
funds  made  available  for  complete  investigation  of  all  proposed  water 
projects  and  there  again  in  my  particular  county,  I  am  well  aware  of 
the  work  and  the  man  hours  that  have  been  put  in  on  these  seven  proj- 
ects that  the  two  utility  companies  have  built  and  are  building  in  our 
area,  the  fights  that  we  have  had  to  go  through  to  maintain  adequate 
stream  flows  and  that  sort  of  thing,  and  without  the  capable  help  of  the 
department  personnel  obviously  the  sportsmen  could  not  possibly  have 
been  successful. 

So  I  strongl}'  urge  that  that  be  given  serious  consideration.  Again, 
in  my  own  personal  opinion,  I  deplore  the  need  of  license  dollars  to 
accomplish  this.  To  me  this  is  a  project  or  an  expense  that  should  be 
borne  by  the  project  itself  rather  than  using  our  license,  our  conserva- 
tion perpetuation  license  funds  for  that  purpose. 

I  can't  urge  you  too  strongly  to  give  that  serious  consideration.  Just 
one  more  brief  thought  and  I  will  cease,  Madam  Chairman.  I  have 
obtained  one  thing  out  of  this  two-day  hearing  which  certainly  made 


ASSEMBLY  INTERIM  COMMITTEE  ON  FISH  AND  GAME  75 

it  worthwhile  for  me,  and  that  is  the  fact  that  it  has  been  amply  demon- 
strated on  numerous  occasions  during  the  past  two  days  the  needs  and 
place  for  trained  technicians  in  fish  and  wildlife  management.  I  think 
it  has  been  amply  demonstrated  here  time  and  time  again  that  we 
sportsmen  don't  know  all  the  ansAvers. 

We  continually  have  to  refer  to  the  department  even  though  we 
don't  always  buy  their  programs.  I  have  heard  over  the  past  15  years 
the  department  biologists  held  up  to  continued  ridicule  and  yet  I  know 
that  a  great  many  of  those  are  university  trained,  sincere,  dedicated 
men,  quite  competent  in  their  chosen  field,  and  wildlife  management  is 
becoming  an  accepted  course  of  study  in  some  of  the  major  universities 
nationwide. 

Just  one  other  thought.  I  view  with  alarm  the  tendency  to  earmark 
funds.  I  think  this  committee  of  legislators  is  very  much  aware  of  the 
dangers  involved  in  specifically  earmarking  funds  for  any  specific  per- 
son. In  that  connection  I  would  urge  that  the  Fish  and  Game  Commis- 
sion be  delegated  or  directed  perhaps  might  be  the  word;  to  balance 
their  expenditures  and  their  programs  within  the  reasonable  bounds 
of  income  as  has  been  demonstrated  here  today.  I  think  it  is  the  general 
consensus  that  by  and  large  most  projects  and  proposals  should  carry 
their  own  weight  from  the  income  field. 

There  again,  in  that  connection,  considerable  discourse  was  had  on 
the  way  this  money  is  to  be  allocated  and  the  way  it  was  to  be  spent 
and  so  forth,  but  very  little  was  said  about  where  it  comes  from,  the 
actual  breakdown  of  where  it  comes  from  and  there  again  I  am  pointing 
up  the  mass  of  license  buyers  in  Southern  California.  I  have  skipped 
over  a  number  of  things  in  the  interest  of  time,  but  I  am  sure  the  com- 
mittee here  will  keep  on  top  of  them  as  they  come  up  in  these  manage- 
ment proposals  and  projects. 

EDDIE  BRUCE,  President,  California  Wildlife  Federation 

For  the  record,  the  federation  is  deeply  indebted  to  you,  Madam 
Chairman,  for  your  support  of  legislation  that  has  greatly  benefited 
the  sportsmen,  specifically  with  regard  to  Assembly  Bills  140  and 
141  which  we  regard  as  two  of  the  best  bills. 

I  might  add  that  in  this  regard  and  others,  the  federation  has  gone 
all  out  to  support  the  author  and  the  contents  of  these.  Water  is  of 
vital  interest  to  us  and  we  are  happy  to  receive  the  support  of  our 
legislator  in  these  regards. 

Regarding  the  Booz,  Allen  and  Hamilton  recommendations;  we  did 
not  take  this  report  and  make  from  it  specific  recommendations  in  con- 
nection with  the  department's  proposed  budget.  However,  I  am  sure 
that  you  and  your  combined  wisdom  as  legislators  can  note  that  in  all 
but  a  few  places  the  member  councils  of  the  federation  have  recom- 
mended change  specifically  in  regard  to  the  trout  and  pheasant  pro- 
grams. 

This  was  done  by  the  federation  with  the  combined  support  of  the 
member  councils  and  was  stated  to  this  body  in  its  general  sense  as  our 
policy.  You  have  noted  that  the  federation 's  policy  on  trout  and  pheas- 
ants does  differ  greatly  from  the  department's  recommendation  to  the 
commission.  AVe  do  agree  on  the  basic  issue  that  these  programs  should 
pay  their  way. 
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The  inference  would  be  then  that  the  federation  would  be  opposed 
to  a  license  increase  and  would  therefore  push  for  all  our  worth  to  hold 
the  line  of  attempting  to  keep  costs  down,  but  would  still  be  realistic 
in  our  thinking  when  confronted  with  the  real  problems  as  noted  each 
and  every  day  by  the  ever  increasing  population. 

As  I  promised  to  you,  Madam  Chairman,  while  under  oath  that  we 
would  at  our  next  meeting  discuss  the  Booz,  Allen  and  Hamilton  Re- 
port and  the  more  specific  recommendations,  and  would  send  a  report 
of  our  actions  to  you  immediately  following,  and  I  am  very  sorry  in- 
deed that  the  member  councils  of  this  federation  did  not' take  these 
issues  on  in  their  entirety  and  for  that  reason  I,  as  their  spokesman, 
can  only  report  to  you  under  oath  their  Vxact  statement. 

In  this  regard,  while  I  should  desire  to  submit  a  more  concise  recom- 
mendation from  the  federation,  you  can  therefore  see  that  I  am  only 
testifying  as  to  what  action  specifically  the  federation  has  taken.  It  is 
vitally  important  to  the  federation  to  establish  good  public  relations 
with  the  Legislature  and  agencies  of  government  that  we  come  in  con- 
tact with. 

Our  thinking  and  actions  taken  are  based  on  the  facts  as  we  know 
them  to  be  and  are  not  based  on  intimidation  by  anybody,  be  it  the 
Legislature  or  an  agency. 

We  feel  that  this  committee  has  performed  basic  functions  of  its 
office  and  has  been  received  with  great  interest  by  the  people  you 
represent.  In  other  words,  we  as  a  united  federation  of  councils  are 
appreciative  of  your  effort  in  our  behalf.  Your  reward  has  been  our 
constant  support  of  you  in  your  individual  district,  and  as  long  as  you 
continue  as  you  have,  you  will  continue  to  receive  our  most  profound 
appreciation. 

I  should  like  to  submit  for  the  record  and  read  in  the  same,  our 
policy  on  rough  fish  and  our  policy  on  the  proposed  water  resources 
development  bond  act,  which  will  be  acted  on  bv  voters  of  this  State. 

This  is  the  resolution  by  the  California  Wildlife  Federation  dealing 
with  the  subject  of  rough  fish  control : 

Resolved  by  the  California  Wildlife  Federation,  That  we  hereby 
concur  with  Associated  Sportsmen's  resolution  number  57-1*1 
dated  November,  1956,  which  was  reaffirmed  at  the  ASC  conven- 
tion at  Santa  Cruz  in  September,  that  rough  fish  control  in  our 
large  low  and  middle  elevation  trout  streams,  which  are  dominated 
by  a  large  population  of  rough  fish,  is  necessary  for  the  competent 
management  of  our  wild  trout  fishery. 

The  request  contained  in  this  resolution  is  based  upon  the  Taft- 
Murphy  study  printed  in  California  Fish  and  Game  Quarterly  for 
April,  1950,  entitled  ' '  Life  History  of  the  Sacramento  Squawfish. ' ' 

This  is  the  resolution  of  the  California  AAaldlife  Federation  relative 
to  the  California  Water  Resources  Development  Bond  Act : 

Whereas,  The  members  of  this  federation  are  deeply  concerned 
over  the  absence  of  language  in  the  California  Water  Resources 
Development  Bond  Act  (Chapter  1762  of  the  Statutes  of  1959) 
providing  for  the  protection  and  enhancement  of  the  fish  and  wild- 
life resources,  and  other  recreational  developments,  of  this  State. 
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on  a  non-reimbursable  basis,  in  connection  with  the  proposed  water 
development  program ;  and 

AVhereas,  It  is  the  position  of  this  federation  that  provisions  for 
the  protection  and  enhancement  of  fish,  wildlife  and  recreation 
are  of  the  utmost  importance  to  the  health  and  well  being  of  the 
people  of  the  entire  State  and  that  provision  therefore  should 
clearly  be  made  in  the  Bond  Act  prior  to  its  submission  to  the 
voters  of  the  State  for  their  approval ; 

' '  Now,  therefore,  be  it 

"Resolved  hij  the  California  Wildlife  Federation,  That  the  Gov- 
ernor of  the  State  of  California  be  respectfully  urged  to  convene 
the  Legislature  in  a  Special  Session  for  the  purpose  of  clarifying 
the  policy  contained  in  the  California  Water  Resources  Develop- 
ment Bond  Act  with  respect  to,  among  other  things,  a  financing 
provision  for  protection  and  enhancement  of  fish,  Vvildlife  and 
other  phases  of  recreation  ;  and  be  it  further 

"Resolved,  That  the  secretary  of  this  federation  be  directed  to 
transmit  a  copy  of  this  Resolution  to  Edmund  G.  BroAvn,  Gov- 
ernor of  the  State  of  California. ' ' 

Specifically  in  this  regard,  a  copy  of  this  resolution  was  placed  on 
the  Governor's  desk. 

I  am,  however,  not  prepared  to  advance  any  great  dissertation  on 
this  boi'id  act  specifically  in  regard  to  money  or  project.  We,  as  you 
have  noted  are  most  concerned  with  the  recreational  values.  As  legis- 
lators you  are  more  prepared  to  discuss  the  other  ramifications  to 
which  *I  have  referred,  and  Assembly  Bills  140  and  141,  m  those 
bills  we  had  our  interests  spelled  into  the  language. 

In  the  bond  issue  we  are  at  the  mercy  of  an  agency.  It  is  possible  to 
work  this  matter  out  with  the  agency  in  question.  However,  it  would 
require  a  terrific  amount  of  legwork,  so  as  a  result  we  have  asked  our 
Governor  to  concur  with  our  simple  request  as  outlined  in  our  resolu- 
tion  We  earnestly  solicit  the  support  of  this  committee  m  this  regard. 

In  finalizing  this,  may  I  personally  extend  the  federation's  gratitude 
to  you  for  the  fine  exhibition  of  public  relations  in  your  office  as  chair- 
man of  this  committee.  I  personally  feel  you  have  extended  yourself 
even  beyond  your  scope  of  office.  For  this  we  are  appreciative  indeed. 
The  federation  will  continue  to  work  with  and  assist  your  committee 
L^^  oiving  you  the  basis  of  our  thinking.  We  shall  try  at  every  turn  to 
separate  facts  from  figures  and  so  doing  we  hope  to  impress  upon  t.ie 
legislators  and  agencies  of  government  our  principal  position  m  ail 
^•latters  of  concern  to  all  the  people  that  I  represent. 

And  this  must  be  administered  by  competent  legislation.  Without  this 
featUiC  we  would  certainiy  differ  m  our  thinking.  We  must  also  always 
bear  in  mind  that  man  in  his  zeal  to  accomplish  his  purpose  frequently 
destroys  as  he  builds. 

I  should  like  to  point  out  to  the  committee  regarding  the  subji'cj  ot 
conservation  education,  we  are  in  direct  relation  to  the  National  Wild- 
life Federation  holding  a  national  wildlife  week  which  is  concurred  in 
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by  Governor's  proclamation  each  and  every  year.  The  federation  defi- 
nitely is  an  integral  working  part  of  this.  We  also  have  several  other 
associations  which  we  deal  with  specifically  in  this  regard.  I  would  like 
to  comment  on  Mr.  Thomas'  question  to  one  of  the  gentlemen  who 
appeared  as  a  witness  when  the  statement  was  made  about  who  was 
the  parent  body  or  the  parent  organization  in  the  State, 

I  can  assure  you,  the  California  Wildlife  Federation  is  the  recog- 
nized parent  organization  in  this  State.  It  is  recognized  by  the  National 
Wildlife  Federation,  by  the  National  Rifle  Association,  by  the  Ducks 
Unlimited,  Salmon  Unlimited,  and  many,  many  others  and  is  inferred 
by  the  legislative  material  which  appears  on  the  legislators'  desks  such 
as  your  legislative  bulletin  as  the  spokesman  for  the  State  of  California. 

For  example,  on  your  agenda  you  hav^  Sportsmen's  Council  of  the 
Redwood  Empire,  Inland  Council  of  Conservation  Clubs,  San  Diego 
County  Wildlife  Federation,  Sportsmen's  Council  of  Central  Califor- 
nia, Fresno  County  Sportsmen's  Club,  Ocean  Fish  Protective  Associa- 
tion, Golden  State  Sports  Fishers,  Southern  Council  of  Conservation 
Clubs — all  these  which  have  appeared  to  present  their  testimony  before 
this  committee  are  integral  working  parts  of  the  California  Wildlife 
Federation. 

I  should  like  to  compliment  Mr.  Williamson  on  his  motion  in  which 
you  have  established  a  citizens'  advisory  committee  on  the  subject  of 
deer.  This  is  one  of  the  internal  problems  that  exist  within  the  frame- 
work of  sportsmen's  organizations  throughout  the  State  of  California. 
This  is  our  bugaboo. 

I  am  very  sure  that  is  reminiscent  of  Assembly  Bill  3005,  your  bill, 
Madam  Chairman,  which  did  not  pass.  The  Wildlife  Federation  would 
be  very  happy  to  assist  you  in  this  regard.  Thank  you  very  much. 
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CITIZENS'  ADVISORY  COMMITTEE  ON  BIG  GAME 

The  interim  committee  undertook  several  extensive  field  trips  in  the 
northern  counties  of  the  State  for  the  purpose  of  examining  the  condi- 
tions of  the  big  game  herds  and  their  ranges. 

Rather  than  to  continue  the  series  of  expensive  field  trips,  the  com- 
mittee felt  that  it  would  be  advantageous  to  create  an  advisory  body  for 
the  purpose  of  investigating  the  big  game  management  policies  of  the 
Department  of  Fish  and  Game.  It  was  felt  that  such  an  advisory  body 
should  have  no  official  status,  and  neither  its  actions  nor  its  recommenda- 
tions should  be  binding  upon  the  Fish  and  Game  Committee  nor  the 
Legislature  as  a  whole.  The  Department  of  Fish  and  Game  stated, 
through  its  Director,  Mr.  Walter  Shannon,  that  it  would  be  more  than 
happy  to  co-operate  with  such  an  advisory  group  when  requested  to 

do  so.  . 

On  January  19,  1960,  at  its  meeting  in  Sacramento,  the  committee 
adopted  the  following  motion  Avhich  was  introduced  by  Assemblyman 
Williamson : 

"I  move  that  the  Assembly  Interim  Committee  on  Fish  and 
Game  create  a  citizens'  advisory  committee  on  big  game  to  which 
the  Chairman  of  the  Interim  Committee  is  authorized  to  make  ap- 
pointments that  will  provide  a  representative  cross  section  of 
sportsmen's  groups  and  of  state  and  federal  agencies  having  a 
mutual  interest  in  the  management  of  California  deer  herds. 

"This  citizens'  advisory  committee  on  big  game  shall  meet  at 
its  discretion  and  shall  report  its  opinions  and  recommendations  on 
big  game  management  to  the  Interim  Committee  on  Fish  and  Game 
sometime  prior  to  the  1961  General  Session  of  the  Legislature." 

The  advisory  body  met  at  a  number  of  locations  throughout  the  big 
game  regions  of  the  State  and  conducted  investigations  contemplated 
by  the  establishing  motion.  However,  since  it  had  not  been  instructed 
to  meet  a  November  1  deadline,  its  report  had  not  been  received  at  the 
time  that  this  interim  report  went  to  press.  We  are,  therefore,  unable 
to  include  it  herein  and  also  unable  to  provide  an  analysis  of  it  at  this 
time.  But,  it  is  the  committee's  intention  to  review  the  report  prepared 
by  the  big  game  advisory  group  upon  its  submission,  and  since  funds 
are  not  available,  publication,  if  at  all,  would  probably  be  in  a  mimeo- 
graphed form  in  the  near  future. 

The  committee  would,  however,  like  to  take  this  opportunity  to  ex- 
press its  appreciation  to  the  citizens  who  have  served  on  the  big  game 
advisorv  committee.  All  of  their  time,  travel  expenses,  and  related  costs 
have  been  paid  for  out  of  their  own  pockets  without  reimbursement 
from  the  State.  The  splendid  type  of  civic  responsibility  that  they  have 
displayed  is  indeed  a  credit  to  them  as  individuals  and  as  a  group. 
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LETTER  OF  TRANSMITTAL 

Hon.  Ralph  M.  Brown 

Speaker  of  the  Assembly 

State  Capitol,  Sacramento  14,  California 

Dear  Mr.  Speaker:  The  Assembly  Committee  on  Municipal  and 
County  Government  submits  herewith  its  report  on  modernization  of 
noncharter  county  law,  one  of  the  studies  conducted  by  the  committee 
during  the  1959-1961  interim,  in  accordance  with  House  Resolution  No. 
326.16  of  the  1959  Regular  Session. 

This  final  report  contains  the  findings,  conclusions,  and  recommenda- 
tions of  the  committee  on  this  subject. 

Respectfully  submitted, 

Clark  L.  Bradley,  Chairman 
Bert  DeLotto,  Vice  Chairman 

Don  a.  Allen,  Sr.  James  L.  Holmes 

Carl  A.  Britschgi  Joseph  M.  Kennick 

George  E.  Brown,  Jr.      Frank  Lanterman 
Ernest  R.  Geddes  Eugene  G.  Nisbet 

Sheridan  N.  Hegland     George  A.  Willson 

Chester  E.  "Wolfrum 
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SUMMARY  OF  FINDINGS 

The  Assembly  Interim  Committee  on  Municipal  and  County  Govern- 
ment conducted  this  study  primarily  to  determine  if  a  number  of 
changes  could  be  made  in  the  law  to  allow  for  permissive  local  county 
procedures,  first  approved  by  the  voters,  which  would  help  to  stream- 
line and  make  more  efficient  what  is  today  admittedly  good  county 
government.  This  study  was  made  in  keeping  with  the  spirit  of  the 
"Principles  of  County  Home  Rule"  as  developed  and  pronounced  by 
the  County  Supervisors  Association  in  1957,  which  hold  in  part: 

The  California  tradition  of  local  home  rule  and  self  determina- 
tion as  applied  to  county  government  should  be  continued  and 
strengthened.  It  should  find  further  expression  in  the  Constitution 
and  the  statutes.  Particularly,  a  general  law  on  county  government 
should  permit  wide  flexibility  wherever  possible  so  that  resort  to 
a  charter  is  not  necessary  to  achieve  simple  modernization. 

In  essence,  the  principal  proposals  under  study  were  to:  (1)  provide 
that  certain  of  the  traditionally  elected  county  officers  may  be  ap- 
pointed; and  (2)  provide  for  the  office  of  county  executive. 

I.     APPOINTMENT  OF  COUNTY  OFFICERS 

1.  The  Legislature  now  requires  that  ten  (10)  county  offices  shall  be 
elective,  in  addition  to  the  board  of  supervisors,  in  a  noncharter 
county.  There  are  the  offices  of  district  attorney,  sheriff,  county  clerk, 
auditor,  treasurer,  recorder,  tax  collector,  assessor,  public  administra- 
tor, and  coroner.  The  Legislature  also  requires  the  office  of  county  sur- 
vevor  to  be  elective  unless  the  board  of  supervisors  adopts  an  ordinance 
providing  for  the  appointment  of  the  surveyor  by  the  board.  Que  addi- 
tional office,  that  of  county  superintendent  of  schools,  is  required  to  be 
elective  by  the  State  Constitution. 

2.  Counties  have  increasingly  added  to  their  traditional  activities 
a  number  of  major  functions  which  are  in  many  cases  now  administered 
countywide.  Some  of  these  are  public  health,  welfare,  hospitals,  tax 
assessment  and  collection,  libraries,  and  mental  health.  These  new  func- 
tions of  the  present-day  county  government,  which  are  of  equal  or 
greater  importance  than  the  functions  of  the  traditionally  elective  offi- 
cers, are  administered  on  the  Avhole  by  appointive  officers. 

3.  The  voting  record  for  elective  county  officers  seems  to  be  indica- 
tive of  a  lack  of  interest  in  them  on  the  part  of  the  public.  A  large  per- 
centage of  the  incumbents  run  unopposed  at  election  time.  Research 
discloses  that  nearly  50  percent  of  the  present  incumbents  were  origi- 
nallv  appointed  by  the  board  of  supervisors  due  to  death,  resignation, 
etc.,"  of  the  incumbent,  and  then  the  appointees  nearly  always  remain 
in  office  by  winning  voter  approval,  often  with  no  opposition  at  the 
following  election. 
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4.  It  should  not  be  necessary  to  resort  to  a  charter  in  order  to  achieve 
simple  modernization  in  connty  government.  Experience  has  shown 
that  charter  drafting  is  a  difficult  and  time-consuming  business.  Unless 
drafting  is  done  with  extreme  care,  ambiguous  language  may  be  written 
in,  or  new  phrases  used,  Avhich  will  be  difficult  for  future  legal  advisers 
and  judges  to  interpret. 

5.  Arguments  in  opposition  to  the  appointment  rather  than  election 
of  county  officers  centered  around  the  following:  the  appointment  of 
elective  officers  is  a  step  in  the  direction  of  centralization  of  govern- 
ment ;  it  violates  home  rule  principles  by  removing  from  the  electorate 
the  right  to  select  their  representatives  or  remove  them  from  office  and 
it  is  only  normal  that  an  appointive  official  would  be  influenced  by  those 
who  appoint  him,  while  an  elected  official  must  answer  to  the  public 
during  and  at  the  end  of  his  term  of  office. 

6.  The  proponents  of  the  appointment  theory  rely  on  the  following 
arguments :  if  a  board  of  supervisors  is  going  to  be  held  accountable 
for  the  operation  of  the  county  government,  then  there  should  not  be  a 
diffusion  of  political  responsibility  in  the  county;  elected  positions 
should  be  limited  to  those  that  are  required  for  policy-making  purposes 
or  for  checks  and  balances;  some  of  the  sound  practices  in  business 
enterprise  have  to  be  applied  to  government;  the  people  actually  lose 
rather  than  gain  control  of  their  local  government  through  diffusing 
political  responsibility,  and  general ,  law  counties  should  be  granted 
the  permissive  right,  subject  to  the  vote  of  the  electorate,  to  determine 
their  own  governmental  structure. 

7.  Witnesses  generally  agreed  that  three  officers  should  continue  to 
remain  elective,  the  district  attorney,  the  assessor,  and  the  sheriff. 

II.     THE  COUNTY  EXECUTIVE 

1.  The  need  for  some  kind  of  central  administrative  office  in  county 
government  is  clearly  brought  out  by  the  fact  that  36  of  the  58 
counties  in  the  State  have  adopted  such  an  office.  These  counties  have 
generally  proceeded  under  Section  25208  of  the  Government  Code 
which  authorizes  a  board  of  supervisors  to  employ  such  persons  as  it 
deems  necessary  to  assist  the  board  in  the  performance  of  its  duties  and 
to  adopt  an  ordinance  defining  the  qualifications,  duties  and  responsi- 
bilities of  such  person. 

^  2.  The  administrative  officer  plan  has  been  used  quite  extensively  in 
California  by  the  cities  in  the  form  of  city  manager-council  tvpe  of 
government.  It  has  been  argued  that  such  an  alternative  form  of  gov- 
ernment which  has  been  available  to  noncharter  cities  since  1927  should 
be  made  available  to  noncharter  counties. 

3.  Generally  speaking,  witnesses  were  in  accord  with  a  plan  which 
would  set  up  some  type  of  administrative  office  in  county  government. 

4.  As  to  what  type  of  administrative  office  should  be  set  up  and  what 
powers  and  duties  should  be  assigned,  there  was  a  definite  difference 
of  opinion.  On  one  side  of  the  spectrum  were  the  representatives  of 
some  of  the  statewide  organizations  of  elected  officials  such  as  county 
treasurers,  etc.,  who  were  in  favor  of  the  plan  in  general  so  long  as  the 
powers  given  to  that  office  did  not  exceed  those  imposed  upon  a  board  of 
supervisors  or  those  given  to  any  of  the  presently  elective  officials.  On 
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the  Other  side  were  those  who  desired  legislation  which  would  create  a 
strong'  administrator  having  similar  powers  to  a  city  manager.  Others 
took  the  middle  view  that  if  such  a  plan  were  to  work  successfully  it 
must  have  the  full  support  and  consent  of  the  board  of  supervisors  and 
such  support  and  confidence  must  be  vested  in  the  individual  holding 
such  a  job,  and  therefore,  no  legislation  should  be  attempted  on  a  state- 
wide basis  spelling  out  in  detail  the  duties  and  powers  of  such  an  ad- 
ministrator. If  that  were  done,  it  might  result  in  limiting  _  certain 
countv  efforts  along  this  line.  Instead,  each  county  should  be  given  the 
opportunity  to  work  out  its  own  system  tailored  to  individual  situa- 
tions and  conditions  of  the  individual  county. 


RECOMMENDATIONS 

On  the  basis  of  the  evidence  presented  to  the  committee  by  witnesses 
in  the  course  of  the  hearings,  as  well  as  independent  study  and  research 
conducted  by  the  committee's  staff,  the  following  recommendations  are 
hereby  submitted: 

1.  Permissive  legislation  should  be  introduced  enabling  boards  of 
supervisors  in  noncharter  counties  to  place  on  the  ballot  the  question  of 
whether  certain  presently  elective  official^  should  be  appointive. 

2.  As  a  result  of  such  legislation,  the  board  of  supervisors  in  non- 
charter  counties  may  have  the  power  to  submit  at  any  general  or  special 
election,  the  question  whether  one  or  more  of  the  following  officers  shall 
be  appointed  by  the  board  of  supervisors : 

(a)  County  clerk; 

(b)  Public  administrator; 

(c)  Tax  collector; 

(d)  Auditor; 

(e)  Treasurer; 

(f)  Recorder; 

(g)  Coroner. 

3.  In  view  of  the  fact  that  more  and  more  counties  in  this  State  are 
now  adopting  some  form  of  administrative  office,  and  since  many  of 
these  plans  must  be  tailored  to  fit  individual  needs  and  conditions 
within  each  county,  the  committee  believes  that  any  attempt  to  put  into 
the  law  at  this  time  a  detailed  provision  providing  for  the  creation  of 
such  an  office  and  setting  forth  the  powers  and  duties  of  the  office  might 
hinder  the  efforts  now  under  way  in  this  direction. 

4.  The  efforts  of  county  government  in  establishing  the  office  of 
county  executive  should  be  continuously  watched  and  studied  so  that 
the  progress  and  results  in  one  county  may  be  passed  on  to  other 
counties  attempting  the  same  program.  Also  in  the  future,  further 
study  should  be  given  to  this  problem  to  determine  if  county  govern- 
ment had  made  sufficient  progress  in  this  area  under  present  gen- 
eral law  and  if  not,  whether  it  would  be  necessary  for  the  Legislature 
to  assist  them  with  more  specific  legislation  authorizing  the  position  of 
county  executive  and  prescribing  the  powers  and  duties  of  such  an 
office. 
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I.      INTRODUCTION 

A.  BACKGROUND  INFORMATION 

During  the  interim  of  1957-1959  this  committee  spent  a  considerable 
amount  of  time  studying  various  proposals  which  would  modernize  non- 
charter  count}^  law.  That  study  was  the  first  significant  one  to  be  made 
of  county  government  since  that  of  the  California  Commission  on 
County  Home  Rule  which  30  years  ago  urged  the  State  Legislature  to 
adopt  a  plan  for  optional  forms  of  county  charters.  Although  no  major 
reforms  have  been  made  in  the  law  for  many  years,  nevertheless,  county 
government  in  California  has  endeavored  to  keep  up  with  the  tremen- 
dous needs  of  one  of  the  fastest  growing  states  in  the  Union. 

Counties  have  increasingly  added  to  their  traditional  activities  a 
number  of  major  functions  which  are  in  many  cases  now  administered 
countywide.  Some  of  these  are  public  health,  welfare,  hospitals,  tax 
assessment  and  collection,  libraries,  and  mental  health.  In  the  unincor- 
porated urban  areas  counties  are  being  called  upon  to  provide  munici- 
pal-type services  of  all  kinds,  with  a  necessity  in  many  cases  of  having 
to  rely  on  the  special  district  device. 

Only  11  of  the  58  California  counties  have  adopted  charters.  They 
are  Los  Angeles,  Alameda,  San  Diego,  San  Francisco,  Santa  Clara, 
San  Bernardino,  Sacramento,  San  Mateo,  Fresno,  Butte,  and  Tehama. 
The  remaining  47  counties  in  the  general  law,  or  nonchartered  county 
category,  range  in  size  from  a  population  of  360  in  Alpine  County  to 
710,000  in  Orange  County. 

After  its  interim  study  of  1957-1959  the  committee  filed  a  report 
with  the  Legislature  embodying  the  following  recommendations: 

On  the  basis  of  the  evidence  presented  to  the  committee  by  wit- 
nesses in  the  course  of  the  hearing,  as  well  as  research  work  inde- 
pendently conducted  by  the  committee 's  staff,  the  f olloAving  recom- 
mendations are  hereby  submitted: 

1.  The  board  of  supervisors  should  have  the  power  to  provide  by 
ordinance  that  the  following  elected  county  officers  shall  be 
appointed  by  the  board : 

(a)  County  clerk;   , 

(b)  Public  administrator; 

(c)  Tax  collector; 

(d)  Auditor; 

(e)  Treasurer; 

(f)  Recorder; 

(g)  Coroner, 

2.  The  board  of  supervisors  by  resolution,  or  the  people  by  ini- 
tiative methods,  should  have  the  power  to  submit  to  the  voters 
for  their  decision  an  ordinance  providing  the  board  of  super- 
visors with  the  power  to  appoint  the  following  elected  officers : 

(a)  Sheriff; 

(b)  Assessor. 
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3.  A  set  of  mandatory  minimum  qualifications  should  be  pro- 
vided by  the  Legislature  for  each  county  officer  listed  in  rec- 
ommendations 1  and  2,  except  the  auditor.  The  qualifications 
for  auditor  as  provided  for  in  Section  26945  of  the  Govern- 
ment Code  should  be  made  mandatory. 

4.  The  board  of  supervisors  by  resolution,  or  by  the  people, 
through  the  use  of  the  initiative,  should  have  the  power  to 
submit  to  the  voters  the  issue  of  providing  by  ordinance  for 
the  office  of  county  executive.  The  Legislature  should  set  forth 
the  powers  and  duties  of  such  office. 

5.  The  district  attorney  should  remain  an  elective  position. 

As  a  result  of  this  interim  report  the  following  two  bills  were  intro- 
duced by  Chairman  Bradley  in  the  1959  Session  of  the  Legislature: 

(Legislative  Counsel's  Digest) 

1.  A.B.  922 — (as   originally   introduced)    authorized   the   board   of 

supervisors  to  submit  to  the  electorate  the  question  of  whether 
county  offices  of  treasurer,  county  clerk,  auditor,  tax  collector, 
recorder,  public  administrator,  or  coroner  shall  be  appointed 
by  the  board  of  supervisors  as  prescribed,  rather  than  elected. 

2.  A.B.  2488 — allows   the  board  of   supervisors   of   any   county   to 

establish  the  office  of  county  executive.  Provides  for  appoint- 
ment of  the  ofScer  by  the  board  of  supervisors.  Prescribes  the 
duties  of  the  officer. 

During  the  session,  A.B.  922  was  amended  to  exempt  the  auditor  from 
appointment.  However,  neither  bill  passed  but  were  referred  back  to 
this  committee  for  further  interim  study. 

B.  PROGRAM  OF  STUDY  AND  METHOD  OF  INQUIRY  DURING  THE 
1959-1960  INTERIM 

In  view  of  the  fact  that  the  subject  matter  of  the  two  major  bills  of 
the  1959  General  Session  dealing  with  the  modernization  of  noncharter 
county  law  were  referred  to  the  committee  for  further  interim  study, 
the  chairman,  Assemblyman  Clark  L.  Bradley,  decided  to  reinstitute 
the  committee's  study  on  this  subject.  Shortly  after  the  first  organiza- 
tional meeting  of  the  committee  to  set  up  its  interim  program,  Mr. 
Bradlej'  announced  this  decision  in  a  speech  given  before  the  annual 
convention  of  the  California  Supervisors  Association  in  San  Jose  in 
September  1959  by  stating: 

Our  committee  is  also  interested  in  any  problem  of  the  General 
Law  County  and  will  welcome  the  suggestions  of  the  counties.  We 
feel  that  a  number  of  changes  could  be  made  in  the  law  to  allow 
for  permissive  local  county  procedures,  first  approved  by  the 
voters,  which  would  help  to  streamline  and  make  more  efficient 
what  is  today  admittedly  good  county  government.  There  are 
some  people  who  seem  to  fear  that  permissive  legislation  of  this 
sort  will  lead  to  a  removal  of  voter  control  in  local  government. 
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In  particular,  the  words  "metropolitan  government"  have  beeii 
charged  with  meaning  highly  centralized  government,  whether  it 
be  connty  level,  city  level,  or  a  combination  of  both. 

Unfortnnately,  this  attitude  by  some  of  the  pnblic  is  not  based 
on  sound  grounds  of  logic  and  common  sense,  but  is  too  often  a 
complete  lack  of  either.  For  example,  we  have  had  an_  illustration 
of  metropolitan  government  in  California  for  years  in  the  legal 
entity  of  the  City  and  County  of  San  Francisco.  Yet  in  the  last 
session  several  bills  were  deluged  with  opposition  mail  because 
they  proposed  changes  in  the  general  law  for  permissive  adoption 
of  some  of  the  features  of  the  charter  of  the  City  and  County  of 
San  Francisco. 

Much  of  this  public  fear  is  due  to  a  few  individuals  whose  politi- 
cal philosophy  seems  to  be  that  if  they  are  to  be  remembered  in 
history  as  having  done  something  in  the  field  of  political  science, 
then  they  have  to  suggest  extreme  changes ;  hence  they  have  talked 
and  written  of  future  "metropolitan  government"  in  the  United 
States  which  would  encompass  several  states— much  less  several 
counties  within  a  state— and  have  also  suggested  a  high  degree  of 
appointive  department  heads,  as  contrasted  to  elected  department 
heads.  The  difBculty  is  in  separating  the  grain  from  the  chaff. 

I  believe  certain  county  offices  should  remain  elective;  others 
should  be  put  on  the  basis  of  being  appointed  by  a  responsible 
county  executive,  or  head,  after  the  voters  in  the  county  have 
approved  such  a  change.  The  objective  should  be  good,  representa- 
tive local  government,  efficiently  and  economically  operated  under 
the  scrutiny  of  an  experienced  and  adequately  paid  board  of  su- 
pervisors, directly  elected  by  the  voters. 

In  furtherance  of  this  decision  to  continue  the  study  of  moderniza- 
tion of  noncharter  county  law  and  after  advance  conferences,  pro- 
graming, and  notification 'by  letter  and  through  the  local  newspapers 
and  news  services  to  all  interested  parties  known  to  the  committee,  a 
hearing  M^as  held  in  Sacramento  on  June  15,  1960.  Each  letter  of  in- 
vitation sent  out  by  the  committee  requested  the  individual  or  organ- 
ization, as  the  case  may  be,  to  present  testimony  on  the  following  two 
proposals : 

a.  The  possibility  of  providing  that  certain  of  the  presently  elected 
county  officers  may  be  appointed  by  the  board  of  supervisors. 

b.  The  possibility  of  providing  for  the  creation  of  the  appointive 
office  of  county  executive. 

It  was  further  stated  in  the  letters  of  invitation  that  these  matters  were 
basically  the  subject  matters  of  A.B.  No.  922  and  A.B.  No.  2488  of  the 
1959  General  Session.  A  transcript  of  the  proceedings  was  later  pub- 
lished and  distributed  to  the  public  in  the  summer  of  1960. 

In  addition,  the  committee  held  one  final  study  session  on  this  matter 
in  Los  Angeles  on  October  26,  1960.  The  purpose  of  this  meeting  was 
to  hear  from  the  official  representatives  of  the  California  Supervisors 
Association  as  to  their  recommendations  on  the  subject  of  appointive 
vs.  elective  officers.  A  transcript  of  that  session  was  published  and  dis- 
tributed to  the  public  in  the  fall  of  1960. 


II.  APPOINTMENT  OF  COUNTY  OFFICERS 

The  more  controversial  subject  under  consideration  was  the  possi- 
bility of  providing  that  certain  of  the  presently  elected  officers  could 
be  appointed  by  the  board  of  supervisors  after,  of  course,  the  voters 
had  approved  such  offices  for  appointment. 

The  Legislature  now  requires  that  ten  (10)  county  offices  shall  be 
elective,  in  addition  to  the  board  of  supervisors,  in  a  noncharter 
county.^  They  are  the  offices  of  district  attorney,  sheriff,  county  clerk, 
auditor,  treasurer,  recorder,  tax  collector,  assessor,  public  administra- 
tor, and  coroner.  The  Legislature  also  requires  the  office  of  county 
surveyor  to  be  electiA^e  unless  the  board  of  supervisors  adopts  an  ordi- 
nance providing  for  the  appointment  of  the  surveyor  by  the  board.  One 
additional  office,  that  of  county  superintendent  of  schools,  is  required 
to  be  elective  by  the  State  Constitution. 

There  were  divergent  viewpoints  given  by  witnesses  at  the  hearing 
as  to  the  specific  officers  that  should  remain  elective.  The  proponents 
for  reducing  the  number  of  elected  officers  were  in  agreement  basically 
that  probably  no  more  than  three,  the  district  attorney,  assessor,  and 
the  sheriff  should  remain  elective. 

Those  favoring  the  proposal  of  appointive  vs.  elected  officers,  on  the 
whole,  stated  that  only  those  offices  which  were  purely  administrative 
in  nature  should  be  made  appointive  and  that  those  which  are  needed 
for  the  everyday  check  and  balance  system  of  local  government  should 
be  kept  elective.  The  main  argument  for  such  a  position  is  exemplified 
by  the  following  testimony  by  Harry  L.  Morrison,  Jr.,  Executive  Di- 
rector, Contra  Costa  County  Taxpayers  Association : 

.  .  .  Business  organization  has  shown  the  impossibility  of  having 
the  stockholders  of  a  company  elect  from  their  ranks  the  sales 
manager,  production  manager  or  controller,  for  highly  technical 
positions  and  to  expect  their  company  to  operate  either  efficiently 
or  to  make  a  profit.  The  same  principle  holds  for  the  offices  of 
county  clerk,  recorder,  treasurer,  tax  collector,  coroner,  public  ad- 
ministrator and  auditor-controller.  Such  offices  are  truly  minister- 
ial in  function  and  have  little  discretionary  power.  There  are  few, 
if  any,  issues  upon  which  candidates  for  these  offices  can  run  and 
their  need  for  independence,  under  controls  already  established  by 
state  statute  and  under  the  close  control  of  the  county  auditor- 
controller,  county  grand  jury,  local  taxpayers'  associations,  etc., 
leaves  little  fear  of  these  offices  being  used  in  a  fashion  to  be  detri- 
mental or  in  malfeasance  of  the  public  trust. 

On  the  whole  the  main  opposition  came  from  the  following  state  or- 
ganizations who  opposed  any  legislation  which  would  make  the  offices 
they  represent,  or  elective  officials  generally,  appointive :  the  County 
Recorders'  Association,  the  County  Auditors'  Association,  County 
Treasurers'  Association,  the  County  Clerks'  Association  and  the 
Sheriffs '  Association. 

The  fact  that  by  appointing  most  of  these  county  officers,  local  gov- 
ernment would  be  further  removed  from  the  control  of  the  people,  was 

'  Government  Code,  Section  24009. 
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brought  out  b}^  those  opposing  this  proposal.  This  thought  was  empha- 
sized by  the  following  statement  made  by  Delavan  J.  Dickson,  Treas- 
urer of  San  Diego  County,  representing  the  State  xVssociation  of  County 
Treasurers : 

...  In  principle,  the  treasurers  are  opposed  to  changing  from  an 
elective  to  an  appointive  office  since  it  is  a  step  in  the  direction  of 
centralization  of  government.  It  removes  from  the  electorate  _  the 
right  to  select  or  remove  from  office  their  representatives  and  it  is 
only  normal  that  appointive  officials  would  be  influenced  by  those 
who  appoint  them  while  elected  officials  must  answer  to  the  pub- 
lic at  the  end  of  each  term  as  well  as  during  their  term  of  office. 

It  was  felt  by  others  that  the  popular  assumption  that  local  control 
is  achieved  by  electing  a  large  number  of  county  officers  is  not  always 
so  since  the  record  shows  that  many  of  these  officers  are  re-elected  year 
after  year  with  no  opposition.  This  was  clearly  brought  out  by  the 
following  testimony  of  Stanley  Scott,  Assistant  Director,  Bureau  of 
Public  Administration,  University  of  California,  Berkeley,  in  stating 
one  of  the  reasons  for  considering  the  appointment  of  county  officers 
as  an  alternative  to  election : 

.  .  .  The  election  of  many  of  the  officers  has  lost  its  meaning  be- 
cause much  of  the  time  there  is  no  contest.  The  following  figures 
show  the  proportion  of  contested  races  for  various  county  offices 
on  the  June  1958  primary  ballot : 

QMce  Percent  contested 

Surveyor   * 

Treasurer    1^ 

Recorder    24 

Clerk    26 

Tax   collector  28 

Auditor    28 

Public  administrator 29 

District  attorney 36 

Coroner   "' 

Assessor    42 

Sheriff   61 

Supervisor 81 

Note  the  marked  difference  between  the  supervisors  and  all  other  officers. 
Only  the  sheriff  comes  anywhere  near  the  supervisors'  81  percent,  and  the 
next  highest  office,  that  of  assessor,  stimulates  only  one-half  the  percentage 
of  contests  that  the  office  of  supervisor  does. 

It  was  mentioned  by  some  that  those  counties  desiring  to  appoint 
most  of  their  officials  and  provide  for  a  strong  county  executive  should 
perhaps  adopt  a  charter,  rather  than  set  up  an  alternate  form  of  gov- 
ernment for  the  general  law  county.  Mr.  Stanley  Scott  stated  several 
reasons  why  this  would  not  be  desirable. 

"Many  counties  may  be  reluctant  to  assume  the  major  responsi- 
bilitv  of  drafting  a  complete  new  charter.  It  is  possible  that  de- 
sirable reorganization  would  be  facilitated  if  they  could  be  installed 
under  the  general  law  and  without  making  the  complete  break  now 
required  bv  the  adoption  of  a  charter. 

Charter' drafting  is  a  difficult,  time  consuming,  and  tricky  busi- 
ness. Witness  the  struggles  and  mishaps  Santa  Clara  County  ex- 
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perienced  a  few  years  ago  while  in  the  process  of  drafting  and 
adopting  a  charter.  Cliarter  drafting  is  also  often  fruitless,  as  when 
a  charter  is  prepared  after  thousands  of  man-hours  of  effort  on 
the  part  of  the  board  of  freeholders,  staff  and  others,  only  to  be 
defeated  at  the  polls.  The  recent  Marin  County  and  Riverside 
County  failures  are  two  cases  in  point.  The  drafting  and  enact- 
ment of  alternative  general  law  provisions  for  county  organization 
would  represent  a  great  saving  in  time  and  effort  for  all  concerned. 
Unless  the  drafting  is  done  with  extreme  care,  ambiguous  lan- 
guage may  be  written  in,  or  new  phrases  used  which  will  be  diffi- 
cult for  future  legal  advisers  and  judges  to  interpret." 

However,  in  addition  to  the  above  mentioned  testimony  and  others, 
the  committee  received  testimony  from  the  County  Supervisors  Associ- 
ation. At  the  June  15  hearing  their  representatives  listened  with  great 
interest,  and  Supervisor  Walter  G.  Merrill,  Santa  Cruz  County,  repre- 
senting the  association,  stated  that  his  organization  has  run  into  ob- 
stacles, stumbling  blocks,  and  thus  were  not  prepared  to  offer  anything 
at  that  time,  but  they  would  have  some  concrete  recommendations  at  a 
later  date. 

In  October  of  1960  the  committee  heard  from  Supervisor  Norman  S. 
Foley  of  Fresno  who  set  out  the  recommendations  of  the  County  Super- 
visors Association  on  the  subject  of  modernization  of  noncharter  county 
law.  Since  this  presentation  contained  many  background  statements 
showing  the  developments  that  led  up  to  the  recommendation,  and  the 
many  factors,  thoughts  and  opinions  that  were  taken  into  consideration 
in  arriving  at  the  conclusions,  and,  especially  since  this  statement  seems 
to  represent  the  basic  thinking  of  most  of  the  members  of  the  commit- 
tee, as  expressed  at  the  October  meeting  when  the  committee,  after 
hearing  the  statement,  recommended  the  reintroduction  in  the  1961 
session  of  the  appointive  vs.  elective  proposals  contained  in  A.  B.  922 
of  the  1959  session,  it  was  thought  best  to  set  out  this  statement  in  this 
report : 

STATEMENT  BY  COUNTY  SUPERVISORS  ASSOCIATION  OF 

CALIFORNIA  ON  MODERNIZATION  OF 

NONCHARTER  COUNTY  LAW 

By  Norman  S.  Folet,  Supervisor,  Fresno  County,  Chairman,  CSAC 
Government  Operations  Committee 

Mr.  Chairman  and  members  of  the  Committee:  ...  We  also 
recognize  that  you  accommodated  us  when  this  committee  held 
a  hearing  in  Sacramento  on  June  15,  1960,  in  conjunction  with 
the  June  Institute  of  the  County  Supervisors  Association  of  Cali- 
fornia. At  that  hearing,  the  agenda  called  for  consideration  of 
the  problems  of  (1)  modernization  of  noncharter  county  law  and 
(2)  special  districts.  Supervisor  Walter  G.  Merrill  of  Santa  Cruz 
County  spoke  for  the  Government  Operations  Committee  of  the 
County  Supervisors  Association  that  day.  Mr.  Merrill  respectfully 
advised  your  committee  that  the  Government  Operations  Commit- 
tee had  the  matter  of  modernization  of  noncharter  county  law 
under  intense  study  and  that  we  would  present  our  recommenda- 
tions and  legislative  program  for  1961  to  you  at  this,  your  fall 
meetino". 
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The  Government  Operations  Committee  lias  devoted  1960  to  a 
complete  review  of  the  problem  of  modernisation  of  noncharter 
eonnty  law.  Rather  than  approach  the  subject  piecemeal,  the  Gov- 
ernment Operations  Committee— composed  of  supervisors  repre- 
senting 33  counties  —  determined  that  we  should  "start  from 
scratch"  and  think  through  again  the  many  and  divergent  posi- 
tions, arguments  and  considerations  involved.  The  committee  knew 
only  too  well  that  a  study  of  this  nature  would  go  to  the  very 
basic  structure  of  county  government  and  therefore  that  it  de- 
served nothing  less  than  a  major  review.  As  a  result  of  the  "great 
debate ' '  that  raged  both  within  and  without  the  county  family  we 
are  prepared  today  to  make  what  we  believe  is  an  important  recom- 
mendation in  furtherance  of  modernized  county  government.  But 
as  a  prelude  to  submitting  the  recommendation,  it  is  our  thought 
that  your  committee  would  desire  a  brief  resume  or  background 
statement  of  the  developments  that  led  up  to  the  recommendation 
and  the  factors,  thoughts  and  opinions  that  were  taken  nito  con- 
sideration in  arriving  at  our  statement  of  position. 

The  subject  of  modernizing  noncharter  county  law  was  a  major 
agenda  item  at  the  April  28,  1960,  meeting  of  the  Government 
Ol^erations  Committee.  At  that  meeting,  a  lengthy  and  stimulating 
discussion  of  all  the  issues  by  the  supervisors  was  preceded  by 
comments  from  persons  quite  knowledgeable  in  the  field  of  local 
government.  M.  D.  Tarshes,  County  Executive  of  Sacramento 
Countv,  advocated  appointment  rather  than  election  of  most  county 
department  heads,  stressing  that  elected  offices  should  be  limited 
to  basic  policvmaking  officials.  At  the  same  time,  Mr.  Tarshes  sup- 
ported the  eiectioii  of  local  officials  where  necessary  to  preserve 
essential  checks  and  balances.  In  so  stating,  Mr.  Tarshes  made 
clear  his  belief  that  government  is  not  taken  out  of  the  hands  of 
the  people  by  providing  for  the  appointment  of  nonpolicymaking 
officials;  rather,  he  feels  that  the  people  are  given  closer  control 
over  their  government  by  centralizing  responsibility  in  the  elected 
board  of  supervisors  and  by  vesting  in  the  members  of  the  board 
of  supervisors  the  powers  to  carry  out  the  job  they  are  elected  to 
do.  Mr.  Milton  Farrell,  Administrative  Officer  of  Colusa  County, 
and  formerly  consultant  to  your  committee,  supported  Mr.  Tarshes 
in  his  approach  to  the  problem,  stating  in  effect  that  the  board 
of  supervisors  should  be  charged  with  the  responsibility  of  running 
the  countv  and  should  be  given  the  actual  power  to  do  so.  Mr. 
Daniel  J.  Curtin,  Jr.,  your  very  capable  committee  consultant,  was 
kind  enough  to  be  present  at  the  meeting  and  he  acquainted  the 
Government  Operations  Committee  with  the  present  and  future 
activities  of  vour  committee  in  this  field  and  provided  valuable 
background  information  on  the  many  recommended  approaches  to 
this  problem. 

A  special  Government  Operations  Committee  staff  paper  pro- 
vided a  foundation  for  enlightened  consideration  of  the  subject  of 
elected  vs.  appointed  officials  in  noncharter  counties  with  this  brief 
summarv  of  the  Constitution  and  statutes:  The  staff _  paper  re- 
minded the  committee  that  under  the  California  Constitution  the 
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Legislature  shall  provide  for  the  election  or  appointment  of  (1) 
boards  of  supervisors,  (2)  sheriffs,  (3)  county  clerks,  (4)  district 
attorneys  and  such  other  county  otiicers  as  public  convenience  may 
require.  Government  Code  Section  24009  provides  that  in  general 
law  counties  elected  officers  shall  be  the  treasurer,  county  clerk, 
auditor,  sheriff',  tax  collector,  district  attorney,  recorder,  assessor, 
public  administrator  and  coroner.  Thus,  it  was  made  clear  that  in 
accordance  with  the  constitutional  mandate  the  Legislature,  in 
Government  Code  Section  24009,  had  provided  for  the  election  of 
county  clerk,  sheriff'  and  district  attorney.  The  constitutional  man- 
date with  reference  to  supervisors  is  met  in  Government  Code  Sec- 
tion 25000  where  the  law  calls  for  the  election  of  members  of  the 
board  of  supervisors.  It  was  noted,  however,  that  under  the  Cali- 
fornia Constitution  only  the  county  superintendent  of  schools 
must  he  an  elected  officer  in  general  law  counties — there  is  no  con- 
stitutional requirement  that  any  of  the  other  county  officers  be 
elected.  Then  finally,  it  was  pointed  out  that  under  Government 
Code  Section  27550  the  county  surveyor  shall  be  elected  unless 
the  board  of  supervisors  provides  for  his  appointment  by  the  board. 

The  committee  also  had  the  benefits  of  a  brief  "refresher"  on 
the  conclusions  of  the  Assembly  Interim  Committee  on  Municipal 
and  County  Government  after  your  study  of  1957-1959.  The  com- 
mittee was  reminded  that  your  final  report  embodied  a  recommen- 
dation that  the  board  of  supervisors  should  have  the  power  to 
provide  by  ordinance  that  the  following  elected  county  offices  shall 
be  appointed  by  the  board:  county  clerk;  public  administrator; 
tax  collector ;  auditor ;  treasurer ;  recorder  and  coroner.  It  was  also 
your  recommendation  that  the  board  of  supervisors,  by  resolution, 
or  the  people  by  initiative  methods,  should  have  the  power  to  sub- 
mit to  the  voters  for  their  decision  an  ordinance  providing  the 
board  of  supervisors  with  the  power  to  appoint  the  elected  sheriff 
and  assessor. 

The  committee  was  further  reminded,  however,  that  A.B.  922 
in  the  1959  Legislature,  sponsored  by  Mr.  Bradley,  as  amended, 
provided  that  at  any  general  or  special  election,  the  board  of 
supervisors  may  submit  to  the  electors  the  question  of  whether 
one  or  more  of  the  county  officers  designated  in  the  Government 
Code  Section  24009  shall  be  appointed  by  the  board  of  supervisors. 
Exception  was  made  in  the  bill  for  the  assessor,  district  attorney, 
auditor  and  sheriff.  Based  on  a  recommendation  from  the  Govern- 
ment Operations  Committee  the  Board  of  Directors  of  the  County 
Supervisors  Association  endorsed  A.B.  922.  Of  course,  you  are 
very  familiar  with  the  legislative  history  that  saw  A.B.  922  pass 
the  Assembly  but  fail  of  passage  on  the'  Senate  side. 

In  order  to  assure  that  the  Government  Operations  Committee 
would  take  into  consideration  and  give  weight  to  every  significant 
development  on  this  subject  we  even  published  the  results  of  the 
June  1960  election.  We  spotlighted  the  fact  that  Sacramento 
County  rejected  charter  amendments  to  make  the  auditor  and 
sheriff'  appointive;  that  Kern  County  rejected,  by  a  4  to  1  vote, 
a  referendum  proposing  that  the  elected  auditor  be  replaced  by 
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an  appointive  county  director  of  finance;  and  that  Alameda 
County  rejected,  by  almost  a  2  to  1  vote,  a  charter  amendment 
to  make  the  county's  elected  superintendent  of  schools  appointive. 
In  our  study  every  effort  Avas  made  to  lay  out  for  the  supervisors 
all  of  the  developments,  all  of  the  facts  and  all  of  the  arguments 
pro  and  con  on  the  crucial  question  of  elective  v.  appointive  county 
officials. 

As  noted  earlier,  on  June  15,  I960,  just  two  weeks  after  the 
interesting  and  informative  election  of  June  1960  your  committee 
met  and  heard  no  less  than  31  witnesses  representing  the  widest 
divergence  in  backgrounds  and  opinions,  on  the  subject  of  elective 
V.  appointive  officials  in  noncharter  counties.  Careful  analysis  of 
the  voluminous  transcript  of  that  hearing  indicates  that  the  central 
themes  of  the  arguments  of  the  "pros"  and  "cons"  can  be  cap- 
sulized  as  follows : 

Witnesses  favoring  appointment: 

(1)  If  a  board  of  supervisors  is  going  to  be  held  accountable 
for  the  operation  of  the  county  government,  then  there 
should  not  be  a  diffusion  of  political  responsibility  in  the 
county. 

(2)  Elected  positions  should  be  limited  to  those  that  are  re- 
quired for  policy  making  purposes  or  for  checks  and  bal- 
ances. 

(3)  Some  of  the  sound  practices  in  business  enterprise  have  to 
be  applied  to  government. 

(4)  The  people  actually  lose  rather  than  gain  control  of  their 
local  government  through  diffusing  political  responsibility. 

(5)  Qualification  in  certain  positions  is  more  important  than 
running  for  election. 

Witnesses  opposing  appointment: 

(1)  The  appointment  of  elective  officers  is  a  step  in  the  direction 
of  centralization  of  government. 

(2)  It  violates  home  rule  principles  by  removing  from  the  elec- 
torate the  right  to  select  or  remove  from  office  their  repre- 
sentatives. 

(3)  It  is  only  normal  that  an  appointive  official  would  be  influ- 
enced by  those  who  appoint  him  while  an  elected  official 
must  answer  to  the  public  during  and  at  the  end  of  his  term 
of  office. 

A  staff  paper  summarizing  the  transcript  of  proceedings  of  your 
June  hearing  served  to  acquaint  the  supervisors  with  the  various 
persons  and  organizations  associating  themselves  with  either  of 
these  basic  views. 

Only  after  this  tremendous  background,  then,  of  study  and 
(debate— only  after  this  lengthy  and  thorough  airing  of  this  prob- 
lem— did  the  Government  Operations  Committee  proceed  to  its 
meeting  of  September  1,  1960,  where  the  leading  agenda  item 
raised  the  question:  "Shall  the  committee  recommend  legislation 
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enabling  boards  of  supervisors  in  noncharter  counties  to  place  on 
the  ballot  the  question  of  whether  certain  elective  officials  should 
be  made  appointive  f ' ' 

In  one  last  effort  to  make  sure  that  we  had  heard  and  considered 
every  viewpoint  I,  as  chairman,  urged  the  members  to  consult  in 
advance  of  the  meeting  with  all  elective  officials  in  their  county 
who  might  be  affected  by  such  legislation.  At  the  meeting  of  Sep- 
tember 1,  1960,  based  on  the  conscientious  months  of  study  Avhich 
I  have  outlined  for  your  committee,  the  Government  Operations 
Committee  recommended  to  the  Board  of  Directors  of  the  County 
Supervisors  Association  of  California  as  follows: 

That  the  board  of  directors  reaffirm  its  present  policy,  last 
stated  in  1958,  in  support  of  permissive  legislation  enabling 
boards  of  supervisors  in  noncharter  counties  to  place  on  the 
ballot  the  question  of  whether  certain  elective  officials  should 
be  appointive. 

At  its  meeting  on  September  2,  1960,  the  board  of  directors  did 
unanimously  adopt  our  recommendation  and  it  is  now  a  matter  of 
firm  association  policy. 

As  chairman,  1  think  I  fairly  capture  the  consensus  of  the  Gov- 
ernment Operations  Committee  when  I  say  that  our  deliberations 
brought  into  play  a  "weighing"  proposition.  We  recognized  the 
sincerity  and  the  interest  of  advocates  on  both  sides  of  the  issue 
and  we  agreed  that  much  can  be  said  for  both  viewpoints.  Our 
sole  desire  was  to  make  a  recommendation  in  the  best  interests 
of  strengthening  county  government  for  the  tasks  that  lie  ahead. 
With  that  overriding  test  in  mind,  the  "permissive"  feature  of 
the  proposed  legislation  probably  tipped  the  scales  in  favor  of  a 
recommendation  that  would  make  this  avenue  open  to  counties 
wherein  the  people  themselves  may  vote  to  authorize  the  reshaping 
of  government.  We  felt  that  county  government  must  have  avail- 
able to  it  a  process  whereby  a  duly  elected  board  of  supervisors — 
the  chosen  representatives  in  whom  the  people  have  reposed  con- 
fidence— can  in  effect  say  to  the  electorate : 

' '  We  sincerely  believe  that  your  interests  will  be  best  served 
and  our  government  will  be  more  closely  and  efficiently  in 
your  hands  if  certain  officers,  with  your  permission,  are  made 
appointive  rather  than  elective.  What  do  you  think?" 

The  people  can  then  speak  through  the  ballot  and  their  voice 
shall  be  conclusive. 

The  recommendation  of  the  Government  Operations  Committee, 
embodying  as  it  does  the  "permissive"  home  rule  feature,  is  en- 
tirely in  keeping  with  the  spirit  of  the  now  famous  "Principles 
of  County  Home  Rule"  as  developed  and  pronounced  by  the 
County  Supervisors  Association  in  1957.  These  landmark  prin- 
ciples— proclaimed  after  the  closest  study  of  the  status  and  future 
of  county  government — hold  that: 

"The  California  tradition  of  local  home  rule  and  self  de- 
termination as  applied  to  county  government  should  be  con- 
tinued and  strengthened.  It  should  find  further  expression  in 
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the  Constitution  and  the  statutes.  Particularly,  a  general  law 
on  county  government  should  permit  wide  flexibility  wherever 
possible  so  that  resort  to  a  charter  is  not  necessary  to  achieve 
simple  modernization.  .  .  . 

"Counties  should  be  free  to  devise  their  own  internal  or- 
ganization, either  under  a  charter  or  under  general  law.  .  .  . 
To  assure  direct  responsibility  to  the  people  and  to  enable  the 
enforcement  of  such  responsibility,  general  control  of  county 
government  should  be  placed  wholly  in  the  board  of  super- 
visors." 

We  believe  that  the  "permissive"  legislation  that  we  have 
recommended  will  provide  the  "flexibility"  that  the  county  home 
rule  principles  advocate.  If  the  electorate  feels  that  by  the  appoint- 
ment of  certain  elective  officials  the  government  will  be  "con- 
tinued" and  "strengthened"  then  the  public  should  be  able  to 
effect  the  modernization.  Our  recommendation  does  not  dilute 
home  rule  principle;  to  the  contrary,  it  breathes  new  life  and 
spirit  into  those  principles.  We  sincerely  believe  that  the  proposed 
legislation  will  bring  government  closer  to  the  people  and  that  it 
will  provide  a  needed  alternate  route  which  the  people  can  travel 
in  an  effort  to  modernize  and  perfect  county  government. 

Mr.  Chairman,  on  behalf  of  the  County  Supervisors  Association 
of  California,  I  thank  j^ou  and  the  members  of  your  committee 
again  for  this  opportunity  to  acquaint  you  with  our  activity  during 
1960  on  the  question  of  elective  versus  appointive  county  officials 
and  with  our  recommendation  for  the  1961  Legislature.  My  sin- 
cere hope  is  that  by  our  efforts  in  this  field  we  have  served  to 
render  some  assistance  to  your  committee  as  you  labor  to  develop 
a  legislative  program  that'  will  benefit  the  people  of  the  State  of 
California. 

In  summation,  the  election  versus  appointment  method  of  selecting 
county  officers  has  received  considerable  attention  in  recent  years.  Many 
believe  that  most  of  these  positions  are  predominantly  ministerial, 
rather  than  policymaking.  Testimony  supported  the  theory  that  the 
public  would  be  better  served  and  actually  have  more  local  control  by 
authorizing  county  supervisors,  subject  to  approval  by  the  electorate, 
to  provide  for  the  appointment  of  these  officers  so  that  noncharter 
county  organization  could  operate  as  an  integral  unit  of  local  govern- 
ment,' according  to  accepted  modern  management  practices,  and  still 
maintain  the  basic  concepts  of  county  home  rule.  Therefore,  the  com- 
mittee recommends  the  reintroduction  of  permissive  legislation  en- 
abling boards  of  supervisors  in  noncharter  counties  to  place  on  the 
ballot  the  question  of  whether  certain  elective  officers  should  be  ap- 
pointive. 


III.  COUNTY  EXECUTIVE 

The  second  major  subject  under  consideration  was  the  possibility 
of  providing  for  the  creation  of  the  appointive  office  of  county  execu- 
tive, so  that  noncharter  counties  might  have  the  same  type  of  manage- 
ment that  general  law  cities  were  authorized  to  have  as  an  alternative 
back  in  1927. 

As  mentioned  in  the  introducton,  this  proposal  had  been  embodied 
in  A.B.  2488  of  the  1959  Session  and  had  been  rereferred  to  this  com- 
mittee for  further  study.  All  the  witnessed  in  their  letters  of  invitation 
to  testify  were  asked  to  comment  on  the  subject  matter  of  A.B.  2488 
and  the  plan  in  general.  Therefore,  so  that  the  reader  can  get  a  better 
grasp  of  the  whole  picture  the  provisions  of  A.  B.  2488  are  herein 
included. 

California  Legislature,  1959  Regular  (General)  Session 

ASSEMBLY  BILL  No.  2488 


Introduced  by  Mr.  Bradley 
April  15,  1959 


KEFERRED  TO  COMMITTEE  ON  MUNICIPAL  AND  COUNTY  GOVERNMENT 


An  act  to  add  Chapter  14  (commencing  at  Section  27750)  to  Part 
3,  Division  2,  Title  3  of  the  Government  Code,  relating  to 
counties. 

The  people  of  the  State  of  California  do  enact  as  follows: 

Section  1.  Chapter  14  (commencing  at  Section  27750)  is 
added  to  Part  3,  Division  2,  Title  3  of  the  Government  Code, 
to  read : 

Chapter  14.     County  Executive 

27750.  The  board  of  supervisors  of  any  county  may  establish 
the  office  of  county  executive.  The  county  executive  shall  be  the 
chief  administrative  officer  of  the  county. 

27751.  In  a  county  in  which  the  office  of  county  executive  is 
established,  the  county  executive  shall  be  appointed  by  the  board 
of  supervisors  to  serve  at  its  will.  The  county  executive  shall  be 
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chosen  on  the  basis  of  his  executive  and  administrative  experience 
and  qualifications. 

27752.  The  county  executive  shall  be  the  head  of  the  adminis- 
trative branch  of  the  county  government.  He  shall  be  responsible 
to  the  board  of  supervisors  for  the  proper  administration  of  all 
affairs  of  the  county. 

27753.  The  county  executive  shall: 

(a)  Attend  all  meetings  of  the  board  of  supervisors,  with  the 
right  to  participate  in  the  deliberations  of  such  board,  except  when 
it  is  considering  his  removal,  but  to  have  no  vote. 

(b)  Co-ordinate  the  work  of  all  offices,  institutions  and  depart- 
ments of  the  county,  both  elective  and  appointive  and  devise  ways 
and  means  whereby  efficiency  and  economy  may  be  secured  in  the 
operation  of  all  offices,  institutions  and  departments. 

(c)  Supervise  and  direct  the  preparation  of  the  annual  budget 
of  the  county  for  the  board  of  supervisors  and  be  responsible  for 
its  administration  after  adoption. 

(d)  Formulate  and  present  to  the  board  of  supervisors  plans 
for  the  future  growth  and  development  of  the  county  and  for  the 
expansion  of  public  works  and  services  made  necessary  thereby. 

(e)  Prepare  and  submit  to  the  board  of  supervisors,  as  of  the 
end  of  each  fiscal  year,  a  report  on  the  finances  and  administrative 
activities  of  the  county  for  the  preceding  year,  together  with  such 
recommendations  as  he  may  see  fit  to  make  for  the  betterment 
of  public  service. 

27754.  He  shall  also : 

(a)  Establish  a  centralized  purchasing  system  for  all  county 
offices,  institutions  and  departments. 

(b)  Have  charge  of  all  county  property,  buildings,  works  and 
improvements,  including  but  not  limited  to  the  recreation  areas 
of  the  county. 

(c)  Make  temporary  transfers  of  employees  from  one  county 
office,  institution  or  department  to  another  when,  in  his  opinion, 
the  workload  requires  the  same. 

(d)  Perform  .such  other  duties  as  is  required  of  him  by  the 
board  of  supervisors. 

LEGISLATIVE  COUNSEL'S  DIGEST 
A.  B.  2488  as  introduced,  Bradley   (Mun.  &  C.G.).  County  Executive. 
Adds  Ch.  14   (commencing  at  Sec.  27750),  Pt.  3,  Div.  2,  Title  3,  Gov.  C. 
Allows  the  board  of  supervisors  of  any  county  to  establish  the  office  of  county 

executive.  Provides  for  appointment  of  the  officer  by  the  board  of  supervisors. 

Prescribes  the  duties  of  the  officer. 

The  proponents  of  such  a  plan  state  that  its  adoption  would  enable 
them  to  provide  their  executive  with  strong  administrative  powers, 
which  is  a  widely  used  concept  in  industry,  in  municipal  government, 
and  in  a  number  of  counties  in  the  eight  states  that  have  adopted  this 
plan.  In  California  the  cities  have  made  extensive  use  of  such  a  plan 
whereas  the  counties  have  been  slower  to  respond.  This  was  pointed  out 
by  the  following  statement  of  Mr.  Stanley  Scott : 

California's  general  law  cities  may  install  the  city  manager 
plan  by  council  ordinance,  and  home  rule  cities  may  provide  for 
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it  in  the  charter.  Both  types  of  cities  have  made  extensive  use  of 
these  options.  In  the  30  years  following  the  first  adoption  in 
Ingle  wood  in  1914,  the  council-manager  plan  generally  had  a 
steady  growth.  In  the  subsequent  years  of  the  post-World  War  II 
period,  the  numerical  gain  in  council-manager  cities  has  been 
spectacular.  The  total  in  1960  was  184,  more  than  four  times  the 
number  of  15  years  before. 

County  government  in  California  and  elsewhere  has  been  much 
slower  to  respond  to  these  movements  than  were  the  cities,  the 
states  or  the  federal  government.  Nevertheless,  several  of  Cali- 
fornia's home  rule  charter  counties  have  achieved  a  significant 
reduction  in  the  number  of  their  elected  officials — especially  Los 
Angeles,  Santa  Clara,  Sacramento  aiid  San  Diego.  *  *  *  Also,  one 
of  the  most  notable  and  widespread  developments  has  been  the 
establishment  of  some  kind  of  central  administrative  office  in  36 
counties. 

Those  counties  which  have  adopted  some  type  of  administrative  officer 
plan  have  generally  proceeded  under  Section  25208  of  the  Government 
Code  which  authorizes  a  board  of  supervisors  to  employ  such  persons 
as  it  deems  necessary  to  assist  the  board  in  the  performance  of  its 
duties  and  to  adopt  an  ordinance  defining  the  qualifications,  duties  and 
responsibilities  of  such  person. 

However,  even  under  the  above  pode  section,  noncharter  counties 
are  not  able  to  fully  utilize  the  services  of  their  administrative  officers 
due  to  the  fact  that  they  can  only  be  agents  of  the  board  of  super- 
visors, appointed  by  resolution  or  ordinance,  and  are  without  the  powers 
usually  associated  with  such  a  position  in  keeping  with  modern  prac- 
tices. Under  the  present  law  the  duties  to  be  delegated  to  such  an  em- 
ployee are  limited  to  those  departments  and  matters  which  are  pres- 
ently by  statute  already  the  responsibility  of  and  directly  under  the 
jurisdiction  and  control  of  the  board  of  supervisors  and  the  duties  so 
delegated  are  limited  to  those  of  an  administrative,  ministerial  and 
limited  executive  nature  and  to  duties  of  the  board  which  do  not  call 
for  the  exercise  of  discretion  and  judgment. 

Generally  speaking,  the  witnesses  were  in  accord  with  a  plan  which 
would  set  up  some  type  of  administrative  office  in  county  government ; 
in  fact,  only  the  representative  of  the  County  Recorders'  Association, 
Ray  A.  Vercammen,  was  in  total  opposition  to  the  overall  plan.  Some 
of  the  reasons  for  being  against  the  plan  were  stated  by  Mr.  Vercammen 
as  follows : 

County  government  is  meant  to  be  for  the  people  and  by  the 
people- — not  by  one  man  operating  under  the  dictates  of  a  board  of 
supervisors  that,  in  many  instances,  are  operating  under  split 
decisions  and  representing  only  a  portion  of  the  people,  as  they 
are  elected  by  districts,  not  the  entire  county  as  the  elected  county 
officials  now  are. 

County  governments  as  are  now  operated  in  the  general  law 
counties  of  California  and  some  of  the  charter  counties  are  trulj' 
functioning  as  an  entity  by  representation  of  the  people,  and  until 
such  time  as  the  people  of  each  county  shall  voice  their  vote  in 
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favor  of  or  opposed  to,  said  county  government  should  not  be  so 
radically  changed  as  is  contemplated  by  A.B.  2488. 

The  greatest  amount  of  difference  of  opinion  arose  on  the  question 
of  the  number  of  powers  and  duties  which  should  be  given  to  such 
an  administrative  officer.  . 

Some  of  the  proponents  of  the  plan  urged  that  such  admniistrative 
officers  have  all  the  powers  and  duties  of  a  strong  city-manager  office. 
Harry  L.  Morrison,  Jr.,  Executive  Director,  Contra  Costa  County  Tax- 
payers' Association,  in  favoring  this  viewpoint,  stated: 

.  .  this  bill  (A.  B.  2488  of  the  1959  Session)   gave  the  county 
executive  few  powers  over  those  granted  in  the  general  law  coun- 
ties at  present  bv  which  the  board  of  supervisors  may  appoint  a 
chief  administrative  officer  .  .  .  ,  and  hence  he  could  not  be  con- 
sidered a  manager  in  the  same  sense  as  interpreted  by  the  Inter- 
national City  Managers'  Association.  ...  We  wish  to  recommend 
that  legislation  concerning  the  establishment  of  the  office  of  county 
executive  be  made  stronger  than  contemplated  m  A.  B.  2488  by 
setting  forth  more  specifically  the  duties  which  would  give  him 
true  management  powers. 
On  the  other  side  of  the  spectrum  were  the  representatives  of  some 
of  the  statewide  elected  officials'  organizations  such  as  the  treasurers, 
auditors,  clerks  and  tax  collectors.  On  the  whole,  they  were  in  favor  of 
the  principle  of  some  type  of  county  executive  form  of  government, 
so  long  as  the  powers  given  to  that  office  do  not  exceed  those  imposed 
upon  a  board  of  supervisors  or  those  given  to  an  elective  official.  This 
position  was  exemplified  by  the  following  statement  from  Edwm  Meese, 
Jr.,  representing  the  County  Tax  Collectors'  Association: 

In  numerous  counties  the  position  of  county  executive  has  proved 
its  value  as  a  factor  in  furthering  the  efficient  administration  of 
county  affairs.  The  County  Tax  Collectors'  Legislative  Committee 
reviewed  A.  B.  2488  and,  in  general,  has  no  quarrel  with  the  pro- 
ponents  of   the   county   executive   officer   proposal   provided   the 
executive's  duties  do  not  encroach  upon  the  authority  expressly 
vested  in  the  elected  or  appointed  county  officer  who,  by  his  oath 
of  office  and  official  bond,  is  personally  and  solely  responsible  for 
the  operations  of  his  office. 
A  middle  ground  approach  between  the  two  views  on  how  powerful 
this  officer  should  be,  and  what  his  duties  should  consist  of,  was  taken 
by  other  witnesses.  The  following  statement  made  by  Robert  C.  Brown 
on  behalf  of  the  California  Taxpayers'  Association  embodies  such  an 
approach : 

We  clearly  recognize  that  the  establishment  of  such  an  admin- 
istrative office  in  counties  suitable  for  centralized  authority  is, 
beyond  a  doubt,  one  of  the  best  contributions  to  bringing  about 
a  better  understanding  and  certainly  a  better  performance,  on 
the  part  of  county  government.  There  have  been  to  date  a  wide 
variety  of  titles  and  ordinances  used  in  setting  up  this  office.  You 
should  realize  that  in  some  eases  it  is  a  combination  of  the  ordi- 
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nance  and  the  individual  that  has  made  this  office  the  success  it 
has  become.  In  others,  the  main  factor  involved  has  been  the 
individual;  and  in  still  others,  it  has  been  the  ordinance  which 
has  enabled  the  individual  to  grow  in  understanding  and  per- 
formance with  the  office.  Regardless  of  any  combination  of  these 
factors,  it  takes  a  board  of  supervisors  which  is  wholeheartedly 
in  support  of  a  chief  administrative  officer  operation  if  it  is  to  be 
successful. 

Talking  directly  now  to  A.  B.  2488,  speaking  not  in  detail  but 
in  general  terms,  I  submit  the  following:  Many  of  the  sections 
covered  in  this  bill  are  used  practically  word  for  word  in  many 
of  the  ordinances  adopted  by  counties  to  date.  There  is,  however, 
one  significant  difference — a  difference  we  feel  is  a  real  important 
one,  and  that  is:  if  A.  B.  2488  were  adopted  by  the  Legislature 
and  enacted  into  law,  this  would  in  effect  cause  general  law  coun- 
ties to  write  an  ordinance  governing  the  operation  of  this  im- 
portant function  on  a  much  too  rigid  basis.  We  believe  in  order 
to  keep  pace  with  the  changing  times,  counties  would  repeatedly 
have  to  come  to  the  Legislature  to  amend  this  section.  This  would, 
in  effect,  make  the  county  government  too  rigid.  Here  again,  it  is 
imperative  that  these  offices  be  set  up  tailored  to  the  individual 
situations  and  conditions  of  individual  counties.  We  do  not  be- 
lieve in  this  case  you  would  be  doing  justice  to  general  law  coun- 
ties if  you  adopt  legislation  as  rigid  as  this  purports  to  be.  It  also 
appears  to  us  that  the  effect  of  adopting  this  proposal  would  be 
to  permit  a  board  of  supervisors  to  write  what  amounts  to  a 
charter,  or  a  portion  of  a  charter,  without  a  vote  of  the  people. 

So,  in  conclusion  of  our  statement  on  the  executive  officer  func- 
tion, let  me  say  this :  if  it  is  your  desire  to  legalize  something  that 
has  been  going  on  for  many  years,  then  we  do  not  feel  that  the 
AB  2488  approach  is  the  best  way  of  doing  so.  We  would  urge 
you  to  simply  add  a  section  to  the  code  making  it  permissible  for 
counties  to  establish  such  an  office.  This  is  just  another  situation 
where  the  function  would  best  serve  the  individual  areas  if  the 
drafting  in  a  detailed  sense  were  left  to  the  people  who  have  to 
abide  by  it. 

In  support  of  this  middle  ground  approach,  M.  D.  Tarshes,  County 
Executive  of  Sacramento  County,  made  the  following  statement : 

I  agree  with  Mr.  Brown  who  spoke  previously  that  the  bill  goes 
into  too  much  detail.  .  .  .  These  jobs  have  operated  successfully 
when  they  have  operated  with  the  full  consent  and  the  full  support 
of  the  board  of  supervisors,  and  any  job  of  this  type  requires  that 
support  of  the  board  and  the  confidence  of  the  board  in  the  indi- 
vidual who  is  in  the  job.  I  think  it  would  be  more  advantageous 
to  have  a  very  broad  statute  of  the  type  that  Mr.  Brown  suggested 
which  would  just  authorize  this  type  of  office  to  be  established  in 
a  county  without  going  into  any  great  detail.  I  would  only  hope 
that  such  action  by  the  Legislature  would  not  cast  any  doubt  upon 
the  legality  of  the  actions  taken  by  boards  of  supervisors  in  the 
past  without  this  legislation.  I  think  it  has  been  pretty  generally 
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conceded  by  county  counsels  that  a  statute  of  this  type  has  not  been 
necessary. 

In  summation,  it  seems  apparent  that  the  county  executive  plan  is 
an  advantageous  asset  to  local  county  government  since  creation  of  the 
office  provides  the  board  of  supervisors  with  an  agent  to  assist  with  its 
administrative  duties  and  carry  out  its  policies.  However,  more  and 
more  counties  in  this  State  are  now  adopting  this  plan  on  their  own 
under  the  general  provisions  of  Government  Code  Section  25208  and 
this  type  of  procedure  has  been  approved  by  the  Attorney  General  in 
Opinion  No.  55-88  of  July  21,  1955.  At  this  time  the  committee  feels 
that  it  might  not  be  in  the  best  interest  to  put  into  legislation  a  bill 
setting  out  the  powers  and  duties  of  such  an  officer  which  might  result 
in  discouraging  county  efforts  along  this  line.  However,  the  efforts  of 
county  governments  in  establishing  the  office  of  county  executive  should 
be  continuously  watched  and  studied  so  that  progress  and  results  in 
one  countv  could  be  passed  on  to  other  counties  attempting  the  same 
program.  Also,  in  the  future,  further  study  should  be  given  to  this 
problem  to  determine  if  county  government  is  making  sufficient  prog- 
ress in  this  area  under  the  present  general  law,  and  if  not,  whether  it 
is  then  necessary  for  the  Legislature  to  assist  them  with  more  specific 
legislation  by  authorizing  the  position  of  a  general  law  county  executive 
and  prescribing  the  powers  and  duties  of  such  an  officer. 
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CHAPTER  I 

INTRODUCTiON 

A.  PURPOSE  OF  THE  REPORT 

Durino-  the  course  of  the  1959  General  Session  of  the  Legislature 
a  bill  was  introduced,  A.B.  942,  which  provided  that  fire  grading- 
data  be  made  a  matter  of  public  record.  This  bill  did  not  pass  and 
was  assigned  to  this  committee  for  interim  study.  During  the  initial 
phases  of  the  interim  study,  it  was  discovered  that  there  existed  a  great 
lack  of  understanding  among  legislators,  public  officials  and  the 
general  public  as  to  what  the  terms,  fire  grading  and  rating,  meant 
and  the  resulting  eifect  on  governmental  entities.  As  a  result  of  this,  the 
chairman  thought  it  would  be  in  the  best  interest  of  all  concerned  if 
the  committee,  as  part  of  its  interim  study,  could  compile  a  compre- 
hensive informative  report  on  this  important  topic.  It  was  contem- 
plated that  this  report  could  be  used  as  a  basic  reference  material  by 
anyone  interested  in  this  subject,  whether  it  be  a  student  of  government 
or  an  elected  official  who  might  wish  to  more  fully  understand  the 
effect  of  fire  rating  and  grading  on  the  governmental  entity  which 
he  represents.  t     •+ 

Therefore,  in  light  of  this  policy,  the  committee  decided  not  to  limit 
its  study  to  'just  the  proposal  of  having  such  reports  made  available  to 
the  public  but  to  widen  the  scope  so  that  the  history,  functions  and 
procedures  of  fire  grading  and  rating  in  California  could  be  explained 
and  studied. 

As  a  result,  the  primary  purpose  of  this  report  is  to  describe  the 
function  of  each  organization  which  participates  directly  in  fire  grading 
and  rating  and  to  define  some  of  the  terms  used.  This  report  seeks 
to  point  out  the  effect  of  fire  grading  and  rating  on  governmental  enti- 
ties, primarily  cities,  and  to  set  forth  in  general  terms  the  legal  frame- 
work within  Avhich  these  organizations  operate.  In  addition,  this  report 
desires  to  clarify  the  processes  involved  in  a  grading  survey  of  fire 
protection  and  prevention  facilities  in  a  given  area  and  to  shoAv  how 
these  results  are  translated  into  insurance  rates. 

Also,  this  report  outlines  the  more  significant  criticisms  which  have 
been  made  of  fire  grading  and  rating  processes  by  the  League  of 
California  Cities  and  the  American  Municipal  Association _  and  the 
answers  to  these  criticisms  by  the  representatives  of  the  National  and 
Pacific  Boards. 

B.  METHOD  OF  STUDY 

111  November,  1959  Chairman  Bradley,  Assemblyman  Lanterman, 
the  committee  consultant,  Mr.  Curtin,  and  Mr.  Farrell  the  former 
committee  consultant,  met  w^ith  representatives  of  the  National  Board 
of  Fire  Underwriters  and  the  Pacific  Fire  Rating  Bureau  to  discuss 
this  subject  in  general.  As  a  result  of  that  meeting  it  was  agreed  that 
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the  eommittee  would  hold  a  general  hearing  on  this  matter  in  Los 
Angeles  on  December  8,  1959.  The  main  purpose  of  this  hearing  was 
to  hear  testimony  from  both  of  these  organizations,  from  the  I^eague 
of  California  Cities  and  from  other  interested  parties  as  to  the  basic 
history,  functions  and  procedures  of  fire  rating  and  grading  in  Cali- 
fornia and  its  eifect  on  California  cities  and  other  governmental  entities. 
Then  the  record  of  this  hearing  was  to  be  used  as  source  material  for  the 
preparation  of  this  comprehensive  report. 

So  that  the  representatives  of  the  National  Board  of  Fire  Under- 
writers and  the  Pacific  Fire  Rating  Bureau  could  better  prepare  their 
testimony  before  the  committee,  the  committee  staff  prepared  a  list 
of  questions  to  be  answered  by  the  witnesses  in  their  presentation  before 
the  committee.  The  following  questions  which  were  designed  to  bring 
out  the  basic  history,  functions  and  procedures  of  fire  rating  and 
grading  were  asked : 

1.  Briefly,  what  is  the  National  Board  of  Fire  Underwriters? 
Briefly,  what  is  the  Pacific  Fire  Rating  Bureau? 

Please  explain  the  recent  merger  of  the  Board  of  Fire  ITiider- 
writers  of  the  Pacific  and  the  Pacific  Fire  Rating  Bureau. 

2.  What  are  the  functions  of  both  organizations  ? 

3.  Please  define  the  term  "underwriters"  as  it  is  applied  to  this 
field. 

4.  Could  yon  point  up  the  distinction  between  grading  and  rating? 

5.  In  general,  what  is  the  effect  of  grading  and  rating  on  cities, 
counties,  or  a  community? 

6.  What  do  yon  mean  by  a  grading  survey  of  fire  protection  and 
prevention  facilities  in  a  given  area? 

7.  Who  can  ask  for  this  survey? 

8.  How  much  does  this  grading  .survey  cost  the  community? 

9.  How  does  the  insurance  industry  rely  on  these  grading  reports? 

10.  How  do  you  evaluate  the  factors  of  the  grading  survey? 

11.  Could  you  explain  the  standard  schedule  for  grading  and  how 
it  is  arrived  at? 

12.  Is  it  a  fair  and  equitable  fire  grading  schedule  which  can  be 
applied  to  meet  the  conditions  existing  in  California  ? 

13.  AVhat  happens  when  the  current  survey  shows  a  substantial 
change  in  public  protection  since  the  previous  one? 

14.  Is  this  information  obtained  by  the  inspectors  made  available 
to  governmental  officials?  If  so,  just  what  is  made  available  and 
how  much  ? 

15.  What  is  the  relationship  of  the  grade  to  the  class  ? 

16.  After  the  survey,  how  are  the  results  translated  into  insurance 
rates  ? 

17.  Is  it  not  true  that  California  is  practically  the  only  state  not 
requiring  the  filing  of  insurance  rates  and  prior  approval  by 
the  Insurance  Commissioner?  If  this  is  the  case,  are  insurance 
companies  and/or  rating  bureaus  in  other  states  required  to  file 
as  part  of  their  supporting  information  details  of  the  grading 
or  fire  protection  ? 


FIRE    GRADING    AND    RATING 


In  addition  to  these  general  questions,  both  organizations  were  re- 
quested to  comment  on  six  specific  questions  which,  for  the  most  part, 
asked  for  their  comments  on  some  of  the  criticisms  of  the  grading  sys- 
tem registered  by  the  League  of  California  Cities  and  the  American  Mu- 
nicipal Association.  These  will  be  discussed  in  detail  later  m  the  report. 

The  complete  answers  to  these  questions  can  be  found  m  the  tran- 
script which  was  prepared  from  this  hearing  and  which  was  distributed 
to  the  public  in  the  spring  of  1960. 


CHAPTER  II 

FIRE  GRADING  AND  RATING   IN  GENERAL 

These  two  terms  were  defined  by  Al  W.  Gilbert,  General  Manager, 
Pacific  Fire  Rating  Bnrean,  in  his  testimony  as  follows : 

_  Grading,  in  a  very  general  sense,  involves  an  engineering  evalua- 
tion of  the  physical  properties  and  manpower  of  the  fire  defense 
system  from  the  standpoint  of  its  effectiveness  in  fire  fighting  and 
fire  prevention  of  cities,  municipalities,  fire  protection  districts 
and  counties. 

Rating,  in  a  very  general  sense,  involves  an  engineering  and 
actuarial  evaluation  of  the  physical  makeup  of  individual  prop- 
erties, from  the  standpoint  of  susceptibility  to  fire  loss  within  a 
city,  municipalit}^,  fire  protection  district  or  county.  More  specifi- 
cally^, there  are  two  general  types  of  rates  promulgated  by  the 
Pacific  Fire  Rating  Bureau,  as  follows:  (A)  Tariff  or  Class  Rates: 
Such  rates  rely  on  a  broad  base  and  minimum  of  variables  in  a 
simplified  rating  procedure.  Tariff  or  class  rating  procedure  lends 
itself  most  readily  to  large  homogeneous  groups  of  risks  producing 
credible  experience  and  which  are  spread  universally  over  a  large 
territory.  Some  notable  examples  of  classes  of  risks  ratable  under 
bureau  tariffs  are  habitational  occupancies,  schools,  churches  and 
farms.  {B) ^.Schedules  or  Specific  Rates:  Specific  rates  are  the  result 
of  the  application  of  detailed  schedules  devised  to  consider  in  terms 
of  fire  susceptibility,  protection  and  prevention,  the  relative  effect 
of  numerous  items  of  construction,  protection,  occupancy  and  ex- 
posure, as  disclosed  by  physical  inspection  and  survey  of  the 
individual  risk.  A  battery  of  schedules  is  used  in  making  specific 
rates  by  the  Pacific  Fire  Rating  Bureau  because  of  the  multi- 
plicity of  the  classifications  of  risks  and  the  measurable  hazards 
inherent  in  them. 

The  main  purpose  of  the  grading  process  is  to  evaluate  fire  defenses 
and  physical  facilities  in  order  to  arrive  at  an  insurance  class.  This  is 
sometimes  called  a  grading  survey.  AA^iereas,  the  main  purpose  of  the 
rate-making  process  is  to  evaluate  individual  risks  and,  in  the  light  of 
loss  experience,  determine  a  premium  rate.  The  grading  survey  is  ac- 
complished by  sending  a  team  of  trained  engineers  into  the  community 
to  examine  the  various  elements  of  fire  protection,  fire  prevention  and 
conflagration  hazards  by  means  of  study  of  records,  physical  inventory 
taking,  tests,  witnessing  of  fire  department  operations,  and  the  like. 
Complete  information  having  been  secured,  the  next  step  is  to  apply 
the  Standard  Grading  Schedule,  a  means  of  evaluating  the  conditions 
found  against  certain  standards  of  adequacy,  reliability  and  perform- 
ance. 
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CHAPTER  III 

STANDARD  GRADING  SCHEDULE 

As  mentioned  in  the  last  chapter,  the  Standard  Grading-  Schedule 
is  the  yardstick  used  in  grading  any  commnnit.;.  It  is  a  means  for  trans- 
lating the  conditions  found  into  a  mathematical  figure  .vhich  deter- 
miiies  the  classification  of  the  city.  Therefore,  this  schedule  is  definitely 
a  niaior  part  of  the  grading  survey. 

The  best  explanation  of  the  schedule  is  contained  m  the  following 
excerpt  from  a  pamphlet  entitled,  "Origin,  Development  and  Lse  of 
a  Standard  Grading  Schedule  for  Cities  and  Towns,  etc.",  which  was 
hitroduced  as  an  exhibit  at  the  Los  Angeles  hearing  and  was  incorpo- 
rated into  the  transcript : 

Purposes  of  the  Schedule 

The  schedule  has  been  found  to  have  practical  purposes  other 
than  the  mere  classification  of  cities  and  towns.  It  provides  a  check 
on  the  recommendations  made  for  improvement  of  fire  protection 
facilities  and  a  method  of  evaluating  the  conflagration  hazard,  its 
application  results  in  sound  engineering  reasons  for  improvements 
in  the  field  of  water  supply  and  fire  department  operations. 

Fundamental  Principle 

The  fundamental  principle  of  the  schedule  is  that  standards  are 
set  up  for  the  various  items  affecting  the  adequacy  and  reliabiiity 
of  water  supply  systems,  the  various  features  of  fire  department 
manpower,  equipment  and  operation,  the  design  and  operation  of 
fire  alarm  systems,  fire  prevention  ordinances  and  their  enforce- 
ment and  structural  conditions,  including  building  codes  and  their 

^''The^s'ihedule  is  based  upon  the  plan  of  assigning  to  the  various 
features  covered,  points  of  deficiency  dependmg  upon  the  extent 
of  variance  from  the  prescribed  standards.  The  maximum  pomts  ot 
deficiency  total  5,000  and  the  class  of  the  city  is  determined  by  the 
number  of  points  of  deficiency.  The  schedule  provides  for  10  classes, 
each  one  covering  a  range  of  500  points  of  deficiency.  The  plains 
followed  in  most  of  the  boards  and  bureaus  that  have  used  the 
schedule  but  it  lends  itself  readily  to  procedures  that  do  not  in- 
volve separations  into  the  10-class  plan. 

The  Grading  Schedule  o     ■■,- 

The  o-rading  schedule  deals  mainly  with  the  firefightmg  facili- 
ties of  the  community.  These  are  the  water  supply,  the  fire  depart- 
ment and  the  fire  alarm  system.  It  is  obvious  that  these  ditter 
widely  in  kind,  degree  and  extent,  depending  upon  the  size  ot  the 
city  its  location  and  the  ability  to  finance  them.  For  proper  analy- 
sis^ of  each  and  every  community's  firefighting  facilities  these  are 
subdivided  in  such  a  way  that  the  water  supply  is  considered  m  6Z 
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items,  the  fire  department  in  34,  and  the  fire  alarm  system  in  23 
Each  of  these  subjects,  together  with  fire  prevention  and  struc- 
tural conditions  has  a  bearing  on  conflagration  hazard  of  the  city  • 
combined  they  provide  a  measure  of  the  conflagration  hazard 

With  this  subdivision  of  subjects  into  numerous  items  a  de- 
tailed analysis  is  made,  not  only  of  the  features  covering  the  ade- 
quacy of  fire  protection,  but  also  of  those  factors  of  reliability 
winch  involve  the  chance  of  this  adequacy  being  reduced  bv  break- 
down or  during  the  time  equipment  must  be  overhauled.  ' 

Each  of  these  items  outlines  or  defines  a  standard,  and  the 
deficiency  is  determined  by  comparing  actual  conditions  with  this 
standard. 

Determination  of  Standards 

These  standards  were  not  arbitrarily  set  by  the  National  Board 
ot  hire  Underwriters  but  are  arrived  at  by  the  application  of 
tundamental  engineering  principles,  and  follow  the  best  practices 
and  procedures  m  actual  operation.  They  were  subjected  to  critical 
review  by  water  superintendents,  fire  chiefs,  fire  alarm  superin- 
tendents and  others.  Further,  as  the  consensus  of  such  officials  be- 
comes settled  as  respects  new  methods  or  the  use  of  new  types  of 
equipment,  changes  in  the  standards  may  be  made.  Without  this 
flexibility  the  modern  fire  department  which  equips  itself  with 
salvage  appliances,  or  adopts  a  modern  system  of  drills  and  train- 
ing, could  not  be  credited  as  any  better  than  the  department  which 
is  not  so  progressive.  The  makeup  of  the  schedule  is  such  that 
anything  of  proven  value  will  receive  recognition. 

Fire  protection  is  an  emergency  service  and  as  such  its  stand- 
ards must  be  designed  to  meet  the  most  serious  conditions  reason- 
ably to  be  expected.  It  has  been  generally  accepted  that  conditions 
in  the  grouped  buildings  of  the  business  center  of  the  community 
produce  the  most  serious  probability  of  large  and  spreading  fires 
even  though  in  some  places  a  grouping  of  buildings  used  for  hotel 
purposes  or  for  manufacturing  may  be  of  outstanding  importance 
It  is  obvious  therefore  that  the  grading  schedule  should  take  into 
consideration  structural  conditions  in  the  main  business  section, 
since  they  are  a  large  factor  in  determining  the  conflagration  haz- 
ard and  the  fire  protection  facilities  that  are  needed. 

Influence  of  Structural  Conditions 

This  study  emphasized  several  outstanding  facts  which  had  not 
previously  been  given  consideration  in  any  attempt  to  classify  or 
grade  a  city.  One  was  that  structural  conditions  and  hazards  exist- 
ing m  these  districts  were  factors  which  influenced  the  probability 
of  serious  losses  irrespective  of  the  quality  of  the  firefighting  facili- 
ties. A  few  severe  fires,  the  rapid  spread  of  which  was  brought 
about  by  a  delayed  alarm,  by  excessive  area  or  height  of  buildings, 
or  by  open  stairways,  and  the  extension  of  fire  possible  bv  reason 
of  unprotected  windows  and  narrow  streets,  were  accounting  for  a 
high  percentage  of  the  total  loss.  Realizing  that  these  were  factors 
which  varied  in  the  different  cities  and  towns,  the  engineers  in- 
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corporated,  as  part  of  the  schedule,  items  dealinp'  with  structural 
conditions  in  the  high-value  area. 

There  was  some  argument  as  to  whether  a  section  on  building 
codes  should  be  included.  The  title  of  the  schedule  indicates  that 
it  is  intended  to  apply  to  existing  fire  defenses  and  existing  physi- 
cal conditions,  whereas  a  building  code  might  be  expected  to  influ- 
ence only  the  construction  of  buildings  subsequent  to  the  adoption 
of  the  code.  It  was  finally  decided,  however,  to  include  this  section 
because  of  the  effect  it  would  have  in  encouraging  the  adoption 
of  adequate  laws  governing  construction.  For  the  same  reason,  a 
section  entitled  "Fire  Prevention"  is  included,  providing  for  rec- 
ognition of  laws  and  their  enforcement  controlling  the  fire  hazards 
involved  in  lighting,  heating  and  industrial  processes. 

In  order  to  get  a  fuller  picture  of  what  the  schedule  contains,  it 
might  be  best  to  look  at  the  various  features  contained  therein  and 
the  deficiency  points  assigned  and  their  relationship  to  the  class.  The 
relative  values  within  the  schedule  and  the  maximum  deficiency  points 
which  may  be  assessed  for  the  various  features  considered  in  arriving 
at  an  insurance  class  are  as  follows: 

Feature                                                                   Percent  Deficiency  points 

Water   supply    34  1,700 

Fire  department 30  ^          1,500 

Fire  alarm H  ^'^^ 

Police   department   1  ^^' 

Fire  prevention 6  oOO 

Building   department 4  ^00 

Structural  conditions 14  <00 

Climatic   conditions — 

Divergence     — 

The  above  features  are  broken  down  into  a  total  of  125  items,  each 
being  a  subsidiary  standard  and  each  item  is  evaluated  separately. 
Total  deficiency  points  for  all  nine  factors  (125  items)  weighed  deter- 
mines the  municipality's  insurance  class  in  accordance  with  the  follow- 
ing schedule : 

Relative  class  of 

Points  of  deficiency  municipality 

0-    500 First 

.501-1,000 Second 

1.001-1,.500 - Third 

l,.501-2,0OO Fourth 

2,001-2,500 Fifth 

2,-501-3,000 Sixth 

3,001-3,500 Seventh 

3,501-4,000 Eighth 

4,001-4,-500  *i Ninth 

More  than  4,500  *^ Tenth 

*i^A  ninth-class  municipality  is  one  (a)  receiving  4,001  to  4,500  points  of  deficiency  or 

(b)  receiving  less  than  4,001  points  but  having  no  recognized  vi^ater  supply. 
*- A  class  ten  municipality  is  one  (a)  receiving  more  than  4,500  points  of  deficiency  or 
(b)    without  a   recognized   water   supply   and   having  a   fire  department   grading 
tenth-class,  or    (c)    with  a  water  supply  and  no  fire  department  or  with  no  fire 
protection. 
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There    have    been    some    criticisms    made    concerning   the    standard 

grading  schedule.  The  League  of  California  Cities  in  its  April  1959 

report  on  this  subject  mentioned  the  following  as  one  of  the  criticisms: 

It  is  recognized  that  it  is  easier  to  criticize  a  system  than  to 

create  it.  The  standard  grading  schedule  and  its  application  has 

received  a  great  deal  of  criticism  but  probably  too  few  specific 

proposals  for  its  improvement  have  been  made.  Still  it  is  believed 

the  first  step  to  improvement  of  the  grading  system  is  to  locate  the 

weakness.  Criticisms  that  have  been  made  include  : 

Some  factors  in  the  schedule  are  weighted  too  heavy,  others 
too  light.  For  example,  maximum  improvement  of  fire  preven- 
tion practices  would  not  reduce  th6  grade  of  a  city  by  one  classi- 
fication ;  yet  fire  prevention  is  generally  acknowledged  to  be  the 
greatest  area  in  which  fire  loss  can  be  reduced  .  .  . 

The  representatives  of  the  Pacific  Fire  Eating  Bureau,  when  asked 
to  comment  on  this  criticism,  replied  as  follows  : 

An  important  advantage  of  the  schedule  to  both  cities  and  in- 
snrance  companies  is  that  it  is  used  universally  throughout  the 
United  States  and  Canada ;  thus,  the  relative  position  of  a  city 
with  respect  to  its  fire  defenses  and  physical  conditions  can  be 
indicated  by  the  classification.  If  a  new  concept  or  radical  change 
were  made  in  the  schedule,  it  would  be  at  least  15  years  before  we 
could  again  acquire  the  benefit  of  universal  application  since  it 
would  take  that  long  to  regrade  every  city  in  the  United  States. 
It  is  considered  better,  therefore,  to  make  comparatively  minor 
changes  frequently  enough  to  keep  the  schedule  up  to  date  by  rec- 
ognizing new  techniques  that  have  been  proven  in  the  fire  service 
rather  than  upset  the  overall  balance  of  the  schedule. 

We  all  feel  that  fire  prevention  will  make  itself  felt  in  reducing 
loss.  When  the  schedule  was  revised  three  years  ago,  the  entire 
section  of  fire  prevention  was  rewritten  to  give  more  recognition 
to  some  of  the  more  prominent  hazards.  There  has  been  no  indica- 
tion as  yet,  however,  that  any  city  has  built  up  its  fire  prevention 
to  the  point  where  it  can  afford  to  reduce  its  fire  fighting  forces. 
Until  this  can  be  done,  we  do  not  feel  that  the  balance  should  be 
weighed  heavier  on  the  prevention  side. 

Another  major  criticism  of  the  Standard  Grading  Schedule  was  reg- 
istered by  Arthur  Saltzstein,  Administrative  Secretary  to  Mayor  Frank 
P.  Zeidler,  Milwaukee,  Wisconsin.  This  was  one  among  many  which 
Mr.  Zeidler  made  in  a  statement  on  behalf  of  the  American  Municipal 
Association,  before  the  Subcommittee  on  Anti-Trust  and  Monopoly 
Legislation,  Judiciary  Committee  of  the  United  States  Senate  on  May 
29,  1959.  He  stated : 

.  .  .  The  grading  schedule  is  slanted  entirely  toward  the  protec- 
tion of  property.  This  is  contrary  to  the  dual  mission  of  the  fire 
service — the  protection  of  life  and  property,  with  life  saving  being 
uppermost.  Perhaps  if  the  code  were  the  product  of  the  life  under- 
writers, it  would  be  substantially  different.  As  an  example,  a  care- 
ful reading  of  the  code  will  fail  to  reveal  any  specific  requirement 
for  life  nets,  though  their  importance  is  demonstrated  every  year. 
A  city  official  reading  the  Grading  Schedule  receives  the  impres- 
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sion  that  he  can  have  a  Class  I  fire  department  without  carrying- 
life  nets.  To  anyone  versed  in  day-to-day  operations,  that  is 
patently  foolish. 

When  the  representatives  of  the  National  Board,  during  the  Commit- 
tee hearing  in  Los  Angeles,  were  asked  to  comment  on  Mr.  Saltzstein's 
statement,  they  replied  as  follows : 

...  It  is  not  accurate  to  state  that  the  Standard  Grading  Sched- 
ule is  slanted  entirely  toward  the  protection  of  property.  Measures 
relating  to  safety  of  life  cannot  be  separated  from  those  designed 
to  reduce  property  loss. 

One  of  the  best  measures  that  could  be  taken  to  prevent  property 
losses  would  be  to  direct  a  stream  of  water  on  a  fire  in  its  early 
stages.  The  same  measure  Avould  be  equally  efficacious  in  prevent- 
ing injury  or  loss  of  life. 

The  specific  comment  was  made  that  the  Standard  Grading 
Schedule  does  not  require  life  nets  to  be  required  by  a  fire  depart- 
ment :  "  To  anyone  versed  in  day-to-day  operations,  that  is  patently 
foolish."  This  reveals  a  rather  striking  lack  of  knowledge  of  the 
Grading  Schedule  and  the  method  of  its  application.  The  Standard 
Grading  Schedule  is  a  relatively  brief  document  which  states  gen- 
eral prfnciples  and  general  standards  used  to  evaluate  fire  protec- 
tion facilities  and  physical  conditions.  It  is  not  a  design  handbook, 
a  specification  document  or  a  detailed  treatise  on  fire  protection  m 
all  its  phases.  It  presupposes  knoAvledge,  experience,  judgment,  and 
the  use  of  other  appropriate  standards  in  its  application.  In  con- 
sidering fire  apparatus  aud  the  equipment  carried  on  it,  grading 
engineers  make  use  of  a  supporting  standard  entitled  "Suggested 
Sp'ecifications  of  the  National  Board  of  Fire  Underwriters  for 
Motor  Fire  Apparatus,  as  Recommended  by  the  National  Fire  Pro- 
tection Association  and  Approved  by  the  International  Association 
of  Fire  Chiefs,  dated  August,  1958."  In  this  standard  will  be 
found  extensive  specifications  for  motor  fire  apparatus  of  various 
tvpes  and  a  recommended  list  of  equipment  to  be  carried.  Refer- 
ence to  the  list  of  equipment  Avill  show  that  it  includes  life  nets  as 
well  as  resuscitators,  respiratory  protective  equipment,  forcible 
entry  tools,  and  many  other  items  having  a  direct  bearing  on  rescue 
work  and  safety  to  life. 

We  should  perhaps  mention  here  that  the  use  of  supporting 
standards  generally  accepted  in  their  respective  technical  fields  is 
common  practice  in  applying  the  schedule.  These  would  include 
the  National  Electrical  Code,  National  Building  Code,  the  Recom- 
mended Fire  Prevention  Code  of  the  National  Board,  and  stand- 
ards of  the  National  Board  and  National  Fire  Protection  Associa- 
tion on  the  safeguarding  of  specific  fire  hazards.  In  the  fire  alarm 
field  the  Schedule  again  requires  certain  performance  standards, 
the  details  of  which  are  implemented  by  the  use  of  National  Board 
Pamphlet  No.  73,  "Standards  of  the  National  Board  of  Fire 
Underwriters  for  the  Installation,  Maintenance  and  Use  of  Munic- 
ipal Fire  Alarm  Systems  as  Recommended  by  the  National  Fire 
Protection  Association,  dated  July,  1958." 


CHAPTER  IV 


RATE-MAKING  PROCESS 


Eate-making-  is  a  complicated  and  technical  process  which  is  under- 
stood fully  only  by  those  technicians  who  work  in  this  field.  Therefore, 
the  following  explanation  is  meant  only  to  point  out  where  this  process 
fits  in  the  overall  picture  and  to  show  how  the  insurance  rates  are 
arrived  at  in  general.  .^ 

As  stated  earlier,  rating  in  a  very  general  sense  involves  an  engineer- 
ing and  actuarial  evaluation  of  the  physical  makeup  of  individual 
properties  from  the  standpoint  of  susceptibility  to  fire  loss  within  a 
city,  municipality,  fire  protection  district,  or  county,  whereas  grading 
involves  an  engineering  evaluation  of  the  physical  properties  and  man- 
power of  the  fire  defense  system  from  the  standpoint  of  its  effective- 
ness in  fire  fighting  and  fire  preventions  of  cities,  etc. 

As  mentioned  in  the  last  chapter,  by  evaluating  the  actual  conditions 
in  a  community  through  use  of  the  grading  schedule,  the  board  ar- 
rives at  a  classification.  The  class  designation  indicates  the  rate  base 
to  be  used  on  many  classes  of  property  including'  the  numerically  large 
dwelling  group.  The  city  classification  also  determines  the  basic  rate 
which  is  an  integral  part  in  the  calculation  of  individual  rates  on  com- 
mercial, industrial  and  public  properties. 

Although  insurance  on  dwellings  and  some  other  types  of  risks  is 
written  at  class  rates  developed  from  this  classification  with  further 
distinction  only  as  to  classes  of  construction  and  occupancy,  properties 
of  the  commercial  and  industrial  groups  are  usually  rated  individually. 
A  rate  applying  specifically  to  each  such  property  is  determined  ac- 
cording to :  type  of  construction ;  occupancy  and  use ;  hazards ;  and  ex- 
posures. Since  the  basic  rate  is  used  in  the  computation  of  the  building 
rate,  fire  insurance  rates  in  a  community  are  based  directly  on  the 
comparative  value  of  the  municipal  protection  facilities,  the  higher  the 
quality  of  such  protection,  the  lower  will  be  the  rates. 
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CHAPTER  V 

ORGANIZATIONS  AND  AGENCIES  INVOLVED  IN 
GRADING  AND  RATE-MAKING 

A.  RATING  ORGANIZATIONS 

The  principal  rating  organization  in  California  is  the  Pacific  Fire 
Rating  Burean.  Substantially  more  than  half  of  the  fire  insurance 
written  in  California  is  based  on  ratings  promulgated  by  the  Pacific 
Fire  Rating  Bureau.  Several  mutual  companies  maintain  their  own 
ratino-  organizations.  The  Pacific  Fire  Rating  Bureau  is  a  licensed  rat- 
ing bureau  operating  in  and  subject  to  the  laws  of  the  following  seven 
states:  Alaska,  Arizona,  California,  Montana,  Nevada,  Oregon  and 
Utah    Its  head  office  is  located  in  San  Francisco,  California.    _ 

In  general,  the  Pacific  Fire  Rating  Bureau  performs  two  mam  func- 
tions •  (1)  prepares  rate  schedules  for  the  115  different  classes  of  fire 
insurance;  and  (2)  rates  and  publishes  rating  information  for  in- 
dividual buildings.  The  detailed  functions  and  purposes  of  the  Pacific 
Fire  Rating  Bureau  are  set  forth  in  the  following  excerpt  from  their 

constitution : 

Article  11.     Purposes 

This  association  does  not  contemplate  pecuniary  gain  or  profit 
or  the  distribution  of  gains,  profits,  or  dividends  to  its  members, 
and  is  formed  for  the  following  purposes : 

(a)  With  respect  to  fire  insurance  and  allied  lines,  property 
insurance  generallv,  and  (but  only  to  the  extent  that  the  govern- 
ing committee  mav  determine  from  time  to  time)  such_  marine, 
liability,  and  casualty  coverages  as  are  provided  by  multiple  line, 
multiple  peril,  or  all-risk  policies  and  endorsements  on  which  there 
is  a  substantial  fire  insurance  coverage  against  damage  to  real  or 
personal  property;  to  determine,  adopt,  and  make  available  to 
insurance  companies,  equitable  schedules  and  rates,  not  unfairly 
discriminatorv,  as  well  as  appropriate  rules,  forms,  regulations, 
and  classifications— to  the  end  that  property  may  be  insured  upon 
a  basis  that  is  fair  and  reasonable  to  the  insured,  not  unfairly 
discriminatory,  and  one  which  will  at  the  same  time  yield  a  fair 
and  reasonable  return  to  the  insurer  ; 

(b)  To  accumulate  and  disseminate  underwriting  information  ; 

(c)  To  study  and  advocate  simplification  and  accuracy  of  rating 
methods  and  rate  presentation ;  to  encourage  co-operative  action  by 
insurance  companies  in  the  rate-making  process  and  the  full  utili- 
zation of  underwriting  experience  therein ; 

(d)  To  correlate,  compile,  and  disseminate  accurate  statistical 
information  concerning  losses  and  loss  ratios ; 

(e)  To  investigate  class  or  general  hazards,  and  encourage  im- 
proved methods  of  building  construction  and  fire  control ; 
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(f)  To  act  for  insurance  companies  and  insurance  rating  or- 
g-anizations  in  filing  schedules  and  rates  with  public  officials  where 
isuch  filings  are  required  by  law ; 

(g)  To  co-operate  and  advise  with  other  rating  bureaus,  advisory 
organizations,  underwriters  associations,  public  officials,  and  others, 
to  further  the  equitable  adjustment  of  rates  to  insurable  perils ; 

(h)  To  do  anything  necessary  or  appropriate  for  accomplish- 
ment of  the  objectives  herein  set  forth. 

B.  GRADING  ORGANIZATIONS 

There  are  two  advisory  organizations  in  California  which  are  con- 
cerned with  tlie  grading  of  cities,  the  National  Board  of  Fire  Under- 
writers and  the  Pacific  Fire  Eating  Bureak.  As  a  general  rule,  the  na- 
tional board  grades  cities  over  25,000  population  and  the  Pacific  Bureau 
grades  cities  under  25,000  population.  Prior  to  November  1959  cities 
under  25,000  population  were  graded  by  the  Board  of  Fire  Under- 
writers of  the  Pacific.  However,  at  that  time  the  fire  protection  en- 
gineering services,  performed  by  the  Board  of  Fire  Underwriters  of 
the  Pacific,  were  transferred  to  the  Pacific  Fire  Piating  Bureau  and  be- 
came knoAvn  as  the  Engineering  Department  of  the  Pacific  Fire  Rating 
Bureau.  Therefore,  in  practice,  the  Pacific  Fire  Rating  Bureau  not  only 
grades  cities  under  25,000  population  but  also  promulgates  insurance 
rates.  Basically,  hov,'ever,  the  grading  functions  of  the  National  Board 
and  the  Pacific  Bureau  are  the  same. 

The  National  Board  is  an  association  of  capital  stock  insurance  com- 
panies, organized  under  the  laws  of  the  State  of  New  York  as  a  non- 
profit organization.  I\Iembership  is  voluntary;  any  stock  insurance 
company  writing  fire  insurance  in  the  United  States  may  apply  for 
membership.  The  primary  purposes  of  the  organization  is  outlined  in 
the  following  excerpt  from  the  National  Board  of  Fire  UnderAvriters ' 
constitution : 

Purposes 

To  promote  harmony,  correct  practices,  and  the  principles  of 
sound  underwriting;  to  inculcate  the  immutable  law  of  average; 
to  devise  and  give  effect  to  measures  for  the  protection  of  the 
common  interests,  and  the  promotion  of  such  laws  and  regulations 
as  will  secure  stability  and  solidity  to  capital  employed  in  the 
business  of  fire  insurance  and  protect  it  against  unwise  "and  unjust 
legislation. 

To  influence  and  encourage  the  introduction  of  improved  and 
safe  methods  of  building  construction ;  the  adoption  of  fire  pro- 
tective measures  and  State  Fire  Marshal  departments  in  accord- 
ance with  the  established  plan  of  the  board ;  the  efficient  organiza- 
tion and  equipment  of  fire  departments,  with  reliable,  adequate  and 
high  pressure  water  systems;  to  establisli  rules  designed  to  reg- 
iilate  hazards  constituting  a  menace  to  life  and  property;  to  estab- 
lish standards  for  the  construction  of  buildings  and  "for  the  in- 
stallation of  hazardous  and  protective  devices;  to  establish  and 
maintain  stations  for  testing  materials  and  such  devices. 
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To  repress  incendiarism  and  arson  by  combining  in  suitable 
measures  for  the  apprehension,  conviction  and  punishment  of 
f-riininals  G'uiltv  of  that  crime.  . 

Toge^l^i  ami  record  such  statistics,  establish  such  <^}^^^^^^'f'^l 
hazards  and  losses  and  make  such  compilations  thereof  as  may  be 
for  the  interest  of  members,  beneficial  to  the  public  and  calculated 
to  reduce  the  fire  waste  of  the  country. 

To  publish  and  distribute  papers,  monographs  and  books  de- 
signed to  promote  the  purposes  of  the  board. 

To  secure  the  adoption  of  uniform  and  correct  policy  forms  and 
clauses,  the  standard  form  of  policy  contract  and  its  uniform  use 
in  all  states;  to  endeavor  to  agree  upon  such  rules  regulations 
and  procedure  in  connection  with  the  adjustment  and  payment  of 
losses  as  may  be  desirable  and  in  the  interest  of  all  concerned         _ 

To  conserve  and  promote  the  interests  of  its  members  and  their 
Dolicv  holders  by  any  and  all  proper  and  lawful  means. 
^  The  board  shall  not  have  nor  exercise  jurisdiction  or  control 
over  rates  of  premium  for  insurance  or  commissions  or  compensa- 
tion to  be  paid  to  agents  and  brokers. 
The  primary  functions  of  the  National  Board  of  Fire  Underwriters 
are  indicated  by  its  committee  organization.  The  major  committees  are: 
Actuarial;  Adjustments;  Arson,  Theft  and  Fraud;  Engmeermg ;  Laws; 
and  Executive.  It  should  be  emphasized  that  the  National  Board  of 
Fire  Underwriters  is  not  a  rate-making  organization  It  has  no  responsi- 
bility for  the  establishment  of  fire  rates  sinc^  18/7  and  its  constitu- 
tion today  expressly  prohibits  the  National  Board  from  establishmg 
iiTurance'^ratel  The  fi're  grading  function  centers  in  the  engmeermg 
department  of  the  board.   The  National  Board's  8^^^^"^^  ^^^^f^^^",  ' 
as  stated  above,  are  primarily  the  same  as  those  of  the  Pacific  Bu  eau^ 
In  order  to  have  a  complete  understanding  of  the  functions  of  these 
irgantations  in  the  grading  field,  and  the  role  of  their  engmeenng 
departments,  the  following  summary  o     the  ^^^'f'l.^f^.f;^^^^^^^ 
engineering  department  of  the  National  Board  of  Fire  Underwriters 
which  was  entered  as  an  exhibit  during  the  committee  hearmgs,  is 
herein  included : 

Fire  prevention  work  of  the  National  Board  of  Fire  Under- 
writers centers  in  the  Engineering  Department.  The  work  of  this 
department  is  primarily  directed  to  helping  the  nation  conserve 
its  human  and  material  resources.  It  serves  as  a  clearmg  house  on 
fire  safety  information  for  municipalities  and  industries  through- 
out the  country.  It  is  conservatively  estimated  that  each  year  this 
department  handles  over  9,000  requests  for  information  from  state 
and  federal  agencies,  36,000  requests  from  municipal  officials,  and 
45,000  requests  from  individuals  inside  and  outside  the  insurance 

VillSlUGSS 

A  major  activity  of  the  Engineering  Department  is  the  making 
of  municipal  surveys  which  study  and  report  on  fire  defenses  and 
physical  conditions  as  they  relate  to  the  possibility  of  serious  fires 
and  conflagrations.  This  work  started  at  the  turn  of  the  century, 
spurred  largely  by  the  Baltimore  conflagration  m  1904.  Fire  de- 
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partments  were  called  upon  from  Washington,  Philadelphia  and 
even  New  York  to  fight  the  Baltimore  fire  and  npon  arrival  f'onnd 
their  hoses  and  engnies  were  worthless  because  hose  couplings  did 
not  fit  Baltimore  hydrants. 

The  National  Board  of  Fire  Underwriters  thereupon  embarked 
on  a  survey  of  the  nation's  55  largest  cities.  These  surveys,  made 
m  1905,  showed  that  conflagration  conditions  existed  in  all  The 
report  on  the  City  of  San  Francisco  contained  the  following  lan- 
guage:  ''San  Francisco  has  violated  all  underwriting  traditions 
and  precedents  by  not  burning  up.  That  it  has  not  done  so  is 
largely  due  to  the  vigilance  of  the  fire  department,  which  cannot 
be  relied  upon  indefinitely  to  stave  off  the  inevitable."  Six  months 
after  this  report  Avas  written,  the  earthquake  of  April  16,  1906, 
set  San  Francisco  ablaze,  and  it  suffered  the  worst  disaster  ever 
to  strike  an  American  city.  Approximately  $200  million  was  paid 
by  insurance  companies  for  fire  losses. 

These  surveys  and  the  report  and  gradings  issued  in  connection 
with  them  provide  very  helpful  information  to  the  municipal  offi- 
cials concerned.  Each  report  contains  a  detailed  studv  of  the  water 
supply,  fire  departments,  as  well  as  the  conflagration  hazard  within 
the  city.  In  addition  to  the  factual  data  and  conclusions  in  the 
report,  a  recommended  improvement  program  is  included  which 
can  be  used  by  the  city  authorities  to  correct  unsatisfactory  con- 
ditions and  serve  as  a  guide  for  future  municipal  planning. 

This  engineering  work  alone  costs  the  members  of  the  national 
board  over  $500,000  per  year.  It  originated  as  an  underwriting 
aid  before  rating  laAvs  were  a  factor  in  the  fire  insurance  business'. 
It  has  developed  into  a  major  public  service  to  municipalities.  To- 
day virtually  every  insurer  against  the  peril  of  fire,  including  those 
who  are  not  members  of  the  board,  uses  the  municipal  survey  and 
grading  service  in  some  fashion  to  support  its  rate  filings. 

The  services  of  our  engineers  are  also  made  available  upon  re- 
quest, to  assist  municipalities  with  special  fire  protection  prob- 
lems. For  the  past  10  years,  a  period  of  great  expansion  for  many 
cities,  we  have  been  called  upon  by  municipalities  and  their  con- 
sulting engineers  to  give  advice  in  connection  with  fire  stations 
pumping  stations,  treatment  plants,  storage  facilities  and  new 
water  mams.  In  addition,  our  engineers  assist  in  the  educational 
programs  conducted  by  such  organizations  as  the  International 
Association  of  Fire  Chiefs,  Fire  Department  Instructors  Confer- 
ence and  regional  and  state  fire  department  training  schools  Other 
activities  of  the  Engineering  Department  include  (a)  publication 
of  a_  recommended  building  code;  (b)  preparation  of  a  fire  pre- 
vention code;  (c)  preparation  from  time  to  time  of  standards  in 
connection  with  the  use,  handling  and  storage  of  hazardous  mate- 
rials and  the  safe  operation  of  industrial  equipment  and  processes  • 
(d)  preparation  and  dissemination  of  special  interest  bulletins 
(approximately  25,000  copies  of  each)  covering  items  of  interest  to 
fire  departments,  municipal  building  inspectors,  industrial  fire 
protection  people,  as  well  as  insurance  people,  on  a  wide  variety 
of  subjects;  (e)  preparation  and  distribution  of  publications  such 
as  those  concerning  fire-safe  hospitals,  fire-safe  school  buildino-- 
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and  (f)  research  reports  and  teelmical  reports  eoverin*''  special 
hazards  or  materials,  processes  and  new  manufactnrin^'  develop- 
ments. 

The  fire  prevention  work  of  the  Engineering  Department  is  sup- 
plemented by  the  Public  Relations  Department  which  prepares 
and  disseminates  information  designed  to  safeguard  life  and  con- 
serve property  from  the  perils  of  fire,  windstorm  and  explosion. 
It  promotes  fire  prevention  campaigns  such  as  Fire  Prevention 
Week,  Holiday  Fire  Safety  and  Spring  Clean  Up.  It  distributes 
approximately  22  million  pieces  of  literature  each  year  in  carrying 
out  its  fire  prevention  work.  It  has  prepared  and  maintains  a  film 
library  dealing  primarily  with  the  subject  of  fire  prevention. 

So  much  for  the  traditional  functions  of  the  National  Board. 
Many  organizations,  cities,  insurance  departments,  business  con- 
cerns and  private  individuals  receive  great  benefit  from  these  serv- 
ices. Some  of  the  previous  witnesses  fresh  from  the  casualty  field 
point  with  pride  to  the  fact  that  they  have  reduced  fire  rates.  They 
fail  to  mention  the  tremendous  benefits  which  both  they  as  in- 
surers and  the  public  receive  from  national  board  services  to  which 
they  contribute  not  one  cent  by  way  of  support.  In  fact,  as  far 
as  rate  decreases  are  concerned,  the  public  is  far  more  indebted  to 
these  national  board  activities  which  over  the  years  have  substan- 
tially reduced  fire  risks  and  hence  fire  rates  than  it  is  to  rate  re- 
ductions made  for  short-range  competitive  advantage. 


CHAPTER  VI 

THE  EFFECT  OF  FIRE  GRADING  AND  RATING  ON 

GOVERNMENTAL  ENTITIES   IN   CALIFORNIA, 

INCLUDING  CITIES,  COUNTIES  AND 

FIRE  PROTECTION   DISTRICTS 

A.  IN  GENERAL 

Fire  grading  and  rating  affect  basically  everyone  in  California, 
along  with  governmental  entities  such  as  cities  and  counties ;  for  exam- 
ple, from  20  to  25  percent  of  a  city  operating  budget  is  expended  for 
maintaining  a  fire  department.  Also  other  governmental  functions,  such 
as  building  inspection,  zoning  administration,  water  service,  etc.,  are 
strongly  associated  with  grading  and  ratijig.  Most  governmental  offi- 
cials are  keenly  aware  of  the  fact  that  the  better  these  practices  and 
facilities,  the  better  the  insurance  class.  The  insurance  class  is  a  pri- 
mary factor  in  determining  the  basic  rate  by  which  rate  schedules  are 
factored  and  applied  to  arrive  at  the  final  premium  rate  which  the 
insured  must  pay.  The  lowest  possible  premium  rate  often  becomes 
the  immediate  objective  in  a  community's  effort  to  decrease  its  insur- 
ance class. 

Officials  are  also  keenly  aware  that  many  of  the  improvements  re- 
quired for  decreasing  their  community 's  insurance  class  are  costly.  The 
question  inevitably  arises :  will  amounts  to  be  spent  for  improved  fire 
protection  be  offset  by  the  total  lower  premiums  which  will  be  saved 
resulting  from  the  anticipated  improved  insurance  class ;  in  other  words, 
does  better  fire  protection  pay?  From  information  available,  it  ap- 
pears, though,  that  there  is  no  close  relationship  between  the  amount 
spent  for  improvements  and  the  reduction  of  insurance  class  and  rates. 
The  rating  system  was  never  intended  to  function  according  to  a  pre- 
cise formula  based  on  that  premise. 

Even  though  rates  do  not  decrease  in  proportion  to  amounts  spent 
on  fire  protection,  there  is  some  relationship,  and  it  is  often  the  primary 
consideration  in  expending  funds  on  improvements,  and  serves  as  an 
inducement  to  cities.  Lower  fire  insurance  rates  naturally  have  broader 
implications,  such  as  attraction  of  industrial  and  other  development, 
as  well  as  the  principal  benefits  of  improvements ;  for  example,  better 
water  service  resulting  from  higher  water  pressure  of  a  new  storage 
tank,  or  sounder  structures  resulting  from  better  building  codes.  The 
financial  aspects  of  grading,  and  their  influence  on  those  governmental 
functions  related  to  the  fire  functions,  are  brought  out  here  to  focus 
attention  upon  the  profound  effect  which  grading  has  on  governmental 
affairs. 

Also,  the  following  statement  by  Ross  Miller,  City  Manager  of  Mo- 
desto, which  was  made  on  behalf  of  the  American  Municipal  Associa- 
tion before  the  Subcommittee  on  Antitrust  and  Monopoly  Legislation 
of  the  Judiciary  Committee  of  the  United  States  Senate,  on  May  29, 
1959,  further  points  out  the  importance  of  this  subject  matter: 

It  is  at  least  thought-provoking,  perhaps,  that  in  the  field  of  fire 
insurance,  where  we  spend  billions  of  dollars  of  public  funds  for 
protection,  the  standards  are  set  by  a  private  organization,  and 
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the  standards  not  only  determine  the  rates  which  people  in  cities 
pay  for  fire  insurance  but,  also,  directly  influence  what  cities  spend 
for  fire  protection.  There  is  not  another  city  operation  which  is  so 
influenced  by  standards  set  by  a  private  organization. 

In  addition,  the  effect  of  fire  grading  and  rating  on  cities  is  evidenced 
by  the  great  interest  shown  by  the  League  of  California  Cities  in  this 
subject.  The  following  excerpt  from  their  testimony  before  the  com- 
mittee exemplifies  this  interest : 

The  League  of  California  Cities  is  interested  in  fire  grading  and 
rating  because  these  two  closely  related  enterprises  performed  by 
the  insurance  industry  profoundly  affect  the  manner  m  which 
cities  perform  a  vital  city  service.  Fire  protection  is,  along  with 
police  protection,  a  basic  municipal  function. 

During  the  1957-1959  fiscal  year,  cities  in  California  expended 
over  $80,000,000  in  operating  fire  departments.  This  figure  is  ex- 
clusive of  expenditures  on  equipment  and  facilities,  such  as  fire 
trucks  and  fire  stations;  neither  does  it  include  the  operation  of 
other  municipal  functions  which  contribute  substantially  to  every 
communitv  's  fire  defenses,  such  as  installation  and  maintenance  of 
water  mains,  building  and  zoning  regulations,  and  the  operation 
of  other  emergency  services.  From  20  to  25  percent  of  the  average 
city's  resources  is  channeled  into  providing  fire  protection. 

B.  THE  RELATIONSHIP  OF  THE  GRADING  SURVEY  TO  THE  MUNICIPALITIES 
AND  OTHER  GOVERNMENTAL  ENTITIES  IN   ITS  OPERATION 

In  general,  as  it  has  been  brought  out  previously,  the  effect  _  of 
grading  and  rating  on  cities,  counties,  or  a  community,  is  the  lowering 
or  raising  of  the  price  of  insurance  on  all  properties  within  a  city  or 
county  or  fire  protection  district,  in  keeping  with,  or  in  relation  to, 
the  decrease  or  increase  in  deficiency  points  or  class,  as  determined  by 
the  grading. 

The  question  is  often  asked,  "Who  can  ask  for  a  grading  survey?" 
The  following  is  the  answer  by  representatives  of  the  National  Board 
of  Fire  Underwriters : 

As  a  matter  of  fact,  in  California,  an  area  of  rapid  growth  and 
expansion,  most  requests  for  National  Board  surveys  come  from 
city  administrators  of  those  municipalities  which  have  completed 
extensive  changes  in  their  fire  protection  system  and  wish  a  review 
of  it.  There  are  no  formal  stipulations  regarding  the  initiation  of 
such  requests.  We  would  entertain  a  request  from  the  city  man- 
ager or  chief  administrative  officer  of  the  municipality.  Requests 
from  Pacific  Fire  Rating  Bureau  for  surveys  to  update  the  infor- 
mation they  need  would  be  honored.  A  certain  number  of  surveys 
are  made  by  the  engineering  department  on  its  own  initiative  in 
fulfillment  of  their  obligation  to  keep  member  companies  advised 
of  changes  in  conditions. 

Municipality  surveys  made  by  the  National  Board  of  Underwriters 
are  entirely  at  the  expense  of  the  National  Board.  There  is  no  direct 
cost  to  the'  municipality.  In  addition,  the  grading  survey  as  made  by 
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Pacific  Fire  Rating  Bureau  costs  the  community  nothing.  The  total  cost 
of  operating  the  Bureau  is  spread  among  its  members  and  subscribers, 
and  represents  only  a  very  small  fraction  of  each  fire  insurance  premium 
dollar. 

As  a  result  of  these  surveys  and  insi)ections  of  a  governmental  fire 
system,  a  change  is  reflected  in  the  amount  of  public  protection  af- 
forded. When  both  Mr.  Williams  of  the  National  Board  of  Fire  Under- 
writers and  Mr.  Gilbert  of  the  Pacific  Fire  Rating  Bureau  were  asked, 
"What  happens  when  a  current  survey  shows  a  substantial  change  in 
public  protection  since  the  previous  survey  ? ' '  they  each  replied  sepa- 
rately as  f olloAvs : 

Williams :  Each  new  grading  normally  shows  some  change  from 
the  previous  grading,  either  up  or  dov^n,  depending  on  city  growth 
and  changes.  As  far  as  the  National  Board  action  is  concerned,  re- 
grading  showing  suhstantial  changes  are  treated  no  differently 
than  the  others.  In  each  case,  as  soon  as  the  work  is  completed, 
the  report  and  grading  summary  is  sent  to  each  of  our  member 
companies.  Copies  of  the  reports  go  to  the  city  officials  concerned. 
The  city  manager  or  chief  administrative  officer  of  the  munici- 
pality is  also  furnished  Math  a  summarv  of  the  grading  results. 
Depending  upon  his  degree  of  interest  in  the  situation,  he  can 
then  ask  for  and  receive  detailed  information  on  those  items 
against  which  deficiency  points  have  been  charged. 

Gilbert :  If  it  is  found  that  conditions  have  changed  for  the 
better  and  rate  reductions  are  in  order,  they  are  made  promptly 
and  full  credit  is  given  for  all  improvements.  If,  on  the  other  hand, 
conditions  have  changed  for  the  worse  and  protection  no  longer 
measures  up  to  the  previously  e:  tablished  classification,  then  the 
rates  are  not  changed  immediately.  First,  we  report  in  detail  to 
the  responsible  municipal  authority,  showing  reasons  why  such  a 
change  in  classification  should  be  made,  and  we  outline  the  im- 
provements and  perfections  needed  to  maintain  the  existing  rate 
level.  Depending  upon  the  local  interest  exhibited,  this  report  is 
followed  by  correspondence  and  personal  conferences,  as  indicated 
by  the  circumstances.  We  make  every  effort  to  encourage  the 
needed  improvements  before  any  rate  increases  are  made. 

As  stated  above,  the  findings  of  the  inspectors  during  this  grading 
survey  are  furnished  to  the  city  officials  concerned.  Further,  additional 
and  more  detailed  information  is  frequently  furnished  the  city  officials, 
at  their  request,  through  correspondence  or  by  personal  conferences. 
However,  in  his  regard,  a  distinction  should  be  made  between  the  report 
and  the  grading.  After  completiiig  a  field  survey  on  a  given  city,  it  is  the 
National  Board's  practice  to  issue  a  printed  report  which  is  a  factual 
description,  or  account  of  conditions  found  with  respect  to  fire  pro- 
tection, preventive  activities,  and  physical  factors  relating  to  the  fire 
hazard.  This  report  also  contains  conclusions,  a  general  summary,  and 
a  list  of  recommendations,  as  a  guide  to  municipal  authorities  in  plan- 
ning better  protection.  The  grading  is  a  separate  document.  As  men- 
tioned above,  a  summary  of  the  grading,  setting  forth  the  total  de- 
ficiency points,  the  classification  of  the  municipality,  and  the  allocation 
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of  defic-ieiicv  points  by  see-tions,  sueli  as  the  water  supply,  fire  depart- 
ment, fire  alarm  system,  structural  conditions,  etc.,  is  furnished  auto- 
matically to  the  chief  administrative  officer.  In  addition,  he  may  ask 
for  and  receive  a  complete  breakdown  of  the  grading,  item  by  item,  set- 
ting forth  the  deficiency  points  assigned  under  each.  Reasons  for  as- 
signment of  deficiency  points  in  each  case  are  generally  explained  by 
pei-sonal  conferences  between  the  engineers  of  the  National  Board  and 
the  city  officials  concerned.  A  so-called  improvement  letter  is  generally 
sent  to,  or  handed  to,  the  city  manager,  stressing  those  recommenda- 
tions in  the  report  which  are  thought  to  be  of  major  importance  m  the 
fire  protection  scheme.  HoAvever,  there  is  some  limitation  on  how  much 
of  this  information  is  made  available  and  to  whom.  This  was  brought 
out  by  the  following  statement  made  by  Mr.  Al  W.  Gilbert  of  the  Pacific 
Fire  Rating  Bureau  and  the  following  questions  and  answers : 

Gilbert :  While  information  on  municipal  protection  is  most  cer- 
tainly the  business  of  all  people  of  the  community,  it  must  be  re- 
membered that  this  includes  much  detailed  data  concerning  the 
fire  defenses.  A  file  of  such  reports  might  be  of  considerable  value 
to  an  enemy  of  this  country.  Accordingly,  in  the  interest  of  na- 
tional defense,  we  endeavor  to  restrict  their  distribution  to  those  di- 
rectlv  concerned. 

Curtin :  This  is  directed  to  Mr.  Gilbert.  In  your  answer  to  Ques- 
tion 14  you  commented  that  the  file  of  such  a  report  might  be  of 
considerable  value  to  an  enemy  of  this  country.  For  the  record,  is 
that  the  reason  why  you  put  on  these  reports  the  statement, 
' '  Please  consider  this  report,  including  the  map,  as  confidential  in- 
formation and  exercise  due  care  that  it  becomes  available  only  to 
those  persons  who  are  entitled  to  this  information?" 
Gilbert :  That  is  correct. 

Curtin :  That  is  what  the  Secretary  of  Defense  has  requested  ? 
Gilbert :  That  is  right. 

C  THE  ADVISABILITY  OF  REQUIRING  GRADING  REPORTS  TO  BE  MADE 
ACCESSIBLE  TO  THE  GENERAL  PUBLIC 
As  stated  in  the  introductory  chapter,  a  bill  Avas  introduced  in  the 
1959  General  Session  which  had  as  its  main  purpose  the  requirement 
that  grading  organizations  make  copies  of  their  grading  reports  avail- 
able to  the  general  public.  (A.B.  942  of  the  1959  General  Session).  As 
stated  by  the  author,  Assemblyman  Lanterman,  one  of  the  underlying 
reasons  for  the  introduction  of  this  bill  was  the  fact  that  occasionally 
in  certain  places  in  the  State  there  had  been  some  misquotation  as  to 
applicable  fire  insurance  rates  in  certain  communities  and  to  classifica- 
tion of  certain  communities.  These  instances  usually  have  occurred  dur- 
ing a  heated  annexation  election  campaign  where  certain  representatives 
would  state  that  if  the  voters  decided  to  join  a  certain  city,  their  fire 
insurance  rates  would  be  lower  because  they  Avould  be  joining  a  com- 
munity which  had  a  fire  defense  system  with  a  better  classification.  It 
w^as  the  author 's  desire  to  see  if  there  would  be  some  way  to  easily  check 
these  figures  to  determine  if  the  statements  were  true.  The  presence  of 
this  bill,  as  mentioned  earlier,  prompted  this  overall  study  of  the  pro- 
cedures of  fire  grading  and  rating.  As  mentioned  by  the  author  at  the 
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committee  hearino'  in  Lcs  Angeles,  his  main  concern  was  not  for  im- 
mediate enactment  of  legislation  on  this  point  but  only  to  introduce  a 
bill  for  study  purposes  and  thn.s  alert  tlie  need  for  a  review  of  the 
overall  situation. 

As  a  result  of  this,  representatives  of  the  National  Board  of  Fire 
Underwriters  and  the  Pacific  Fire  Rating  Bureau  were  asked  the 
following  question :  Could  you  kindly  comment  in  detail  on  the  pos- 
sibility of  making  the  grading  reports  and  the  summary  grading  report 
available  to  the  public,  as  was  somewhat  suggested  by  A.B.  942  of  the 
last  session  ?  Mr.  Gilbert  of  the  Pacific  Bureau  answered  as  follows : 

The  summary  grading  of  some  200  cities  have  been  made  public 
by  the  League  of  California  Cities.  In  each  case,  however,  permis- 
sion was  obtained  from  a  responsible  city  official. 

It  has  long  been  the  policy  of  both  organizations  to  keep  details 
of  the  grading  confidential  between  the  board  and  the  city.  The 
relationship  is  comparable  to  that  of  an  auditor  and  his  client.  We 
do  not  feel  that  the  law  should  require  us  to  point  out  weaknesses 
in  the  city's  fire  defense  system  since  this  information  has  been 
given  to  us  in  confidence. 

Mr.  W.  F.  Williams  of  the  National  Board  of  Fire  Underwriters,  in 
answering  the  same  question,  stated : 

As  has  been  explained  previously,  the  National  Board  of  Fire 
Underwriters  makes  its  findings  known  to  appropriate  officials  of 
the  particular  city  concerned.  We  do  not  make  the  report  and  grad- 
ing of  one  city  available  to  officials  of  another  city. 

A  physician  does  not  broadcast  the  symptoms  or  ailments  of  his 
patient,  and  a  C.P.A.  cannot  publicize  the  audit  of  a  corporation's 
financial  affairs  unless  instructed  to  do  so.  We  are  in  much  the 
same  position.  Our  information  is  obtained  through  cooperation 
of  the  municipality;  tests  of  water  supply  systems,  fire  appartus 
and  equipment  are  made  for  the  surve^^  engineers,  and  municipal 
records  are  made  freely  available.  It  would  be  unethical  for  us 
to  discuss  our  findings  in  detail  with  others.  If  these  findings  are 
to  be  made  public  information,  this  should  be  done  by  the  munici- 
palities concerned  and  not  by  the  National  Board  of  Fire  Under- 
writers. 

In  addition  to  the  above  question  Mr.  Williams  was  asked  the  follow- 
ing question :  Do  you  have  any  suggestions  as  to  what  method  could  be 
used  so  that  information  could  not  be  given  out  concerning  grading 
reports  in  such  a  manner  that  they  could  be  incorrectly  used  to  in- 
fluence an  incorporation  proceeding  or  an  annexation  election?  His 
reply  was  as  follows : 

As  we  understand  this  question,  the  committee  hopes  to  find 
some  way  to  assure  the  accessibility  of  fire  grading  reports,  yet 
at  the  same  time  impose  some  reasonable  control  to  safeguard 
against  misuse  of  such  material  in  annexation  or  incorporation 
elections.  As  we  have  indicated  above,  once  these  reports  are  sub- 
mitted by  us  to  the  city  or  districts,  it  is  entirely  up  to  the  city 
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or  district  as  to  just  what  distribution  should  be  made  of  the 
information  in  the  reports.  Certainly  all  the  people  m  the  district 
are  entitled  to  know  the  condition  of  their  fire  protection  if  they 
are  sufficiently  interested  to  ask  for  it.  As  to  misuse  by  proponents 
or  opponents  in  some  specific  election,  we  question  that  human 
nature  can  be  changed  by  any  statutory  enactment.  It  is  appar- 
ently a  part  of  the  democratic  process  that  some  people  will  always 
be  able  to  use  parts  of  factual  data  to  further  their  own  interests. 
Probably  the  only  effective  control  is  well-informed  people  who 
can  contradict  those  who  are  abusing  or  distorting. 
However,  in  discussions  which  were  held  after  the  committee  hearing 
in  Los  Angeles  between  the  committee  staff  and  Mr.  AVilliams,  it  was 
brought  oiit  by  Mr.  AVilliams  that  the  National  Board,  and  presumably 
the  Pacific  Bureau  also,  would  not  have  any  objections  to  filing  a  copy 
of  a  grading  report  of  a  city  with  one  centralized  and  interested  state 
agency   Then  if  anyone  wished  a  copy  of  the  report  he  could  file  his 
request  with  the  state  agency.  In  that  manner  the  burden  of  supplying 
huge  amounts  of  copies  would  not  be  borne  by  the  grading  organiza- 
tion   Two  state  agencies  were  suggested  as  the  proper  ones  for  this 
role-  the  State  Fire  Marshal's  office  or  the  Insurance  Commissioner  s 
office.  The  committee  feels  that  if  this  plan  is  adopted  by  the  proper 
grading  organizations  in  California,  then  there  would  be  no  need  for 
any  legislative  enactment  which  would  write  such  a  requirement  into 
law.  In  addition,  the  committee  believes  that  such  a  system  would  per- 
mit interested  parties  to  gain  access  to  these  reports  without  causing  an 
undue  burden  on  all  concerned. 


CHAPTER  VII 

CALIFORNIA  LAW  AND  REGULATIONS  IN  THE 
FIRE  GRADING  AND  RATING  FIELD 

A.  SUMMARY  OF  THE  PRESENT  STATE  OF  THE  LAW  IN  CALIFORNIA 

So  that  the  reader  can  have  a  complete  background  of  this  subject 
it  is  necessary  that  some  space  be  given  to  lay  out  the  legal  framework 
within  which  the  organizations  which  grade  governmental  entities  and 
issue  rates  operate.  The  following  summary  of  the  law  is  taken  from 
the  report  on  this  subject  prepared  by  the  League  of  California  Cities, 
April,  1959. 

Regulating  Agencies  and  California  Law 

In  1944  the  United  States  Supreme  Court  found  that  the  rate- 
making  operations  of  the  South-Bastern  Underwriters'  Association 
were  "commerce  among  the  several  states"  and  were  therefore 
subject  to  the  provisions  of  the  Sherman  Anti-Trust  Act.  In  re- 
sponse to  this  decision,  there  was  a  hasty  attempt  in  Congress  to 
exempt  insurance  from  the  provisions  of  the  act  but  the  attempts 
failed.  In  1945  the  McCarran  Act  was  passed  which  provided  that 
the  insurance  industry  was  to  be  exempted  from  federal  anti- 
monopoly  acts  until  January  1,  1948,  after  which  date  they  "shall 
be  applicable  to  the  business  of  insurance  to  the  extent  that  such 
business  is  not  regulated  by  state  laws."  Within  that  three  year 
period  all  of  the  states,  including  California,  adopted  legislation 
regulating,  to  a  greater  or  less  degree,  the  insurance  business. 

State  Regulation 

In  1945,  Chapter  27,  Statutes  of  1945,  which  appears  as  Section 
1141  of  the  Insurance  Code,  was  enacted  by  the  State  of  California, 
thus  exempting  the  insurance  business  in  California  from  federal 
regulation.  The  State  Department  of  Insurance  was  charged  with 
the  responsibility  of  administering  the  State 's  new  insurance  laws, 
including  fire  insurance.  However,  the  Insurance  Commissioner 
had  exercised  certain  supervisory  powers  over  insurance  companies 
for  many  years  prior  to  the  SEUA  case. 

The  intent  of  the  California  law  is  to  assure  competition  on  a 
sound  financial  basis,  the  theory  being  that  the  forces  of  compe- 
tition are  most  effective  in  regulating  the  industry.  To  this  end, 
regulation  rests  on  three  major  points: 

(1)  Insurance  rates  shall  not  be  excessive,  inadequate  nor  un- 
fairly discriminatory. 

(2)  Advisory  and  rating  services  shall  be  available  to  all  ad- 
mitted insurers.  (An  admitted  insurer  is  one  who  makes 
application  for  transacting  specific  classes  of  insurance,  com- 
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plies  with  all  of  the  requirements  of  the  lavv'  and  procures  a 
Certificate  of  Authority  from  the  Insurance  Commissioner.) 
(3)  Co-operation  between  insurers  in  ratemaking  matters  is  au- 
thorized, but  agreement  among  insurers  to  adhere  to  certain 
rates  is  prohibited. 

The  standards  applicable  to  rates  in  determining  excessiveness, 
inadequacy  and  unfair  discrimination  are : 

"No  rate  shall  be  held  to  be  excessive  unless  (1)  such  rate  is 
unreasonably  high  for  the  insurance  provided  and  (2)  a  reasonable 
degree  of  competition  does  not  exist  in  the  area  with  respect  to  the 
classification  to  which  such  rate  is  applicable. 

"No  rate  shall  be  held  to  be  inadequate  unless  (1)  such  rate  is 
unreasonably  low^  for  the  insurance  provided  and  (2)  the  continued 
use  of  such  rate  endangers  the  solvency  of  the  insurer  using  the 
same,  or  unless  (3)  such  rate  is  unreasonably  low  for  the  insur- 
ance provided  and  the  use  of  such  rate  by  the  insurer  using  same 
has,  or  if  continued  will  have,  the  effect  of  destroying  competition 
or  creating  a  monopoly. ' ' 

The  services  of  advisory  and  rating  organizations  are  required 
to  be  available  to  any  admitted  insurer,  at  a  reasonable  fee.  The 
purpose  of  this  provision  is  apparently  to  prevent  the  possibility 
of  rate  fixing  by  excluding  some  insurers  from  access  to  rating  data. 

Members  or  subscribers  of  rating  or  advisory  organizations  may 
use  the  rates  and  systems  of  grading  and  rating  organizations  but, 
except  in  matters  relating  to  co-surety  bonds  or  in  agreements  for 
apportionment  of  casualty  insurance,  are  prohibited  from  agreeing 
with  each  other  to  adhere  to  rates.  However,  joint  underwriting 
and  joint  reinsurers  are  considered  single  insurers  and  are  there- 
fore immune  to  the  prohibition  of  agreement  on  rates. 

Advisory,  rating,  joint  underwriting  and  joint  reinsurance  or- 
ganizations are  required  to  provide  evidence  of  compliance  with 
the  Insurance  Commissioner,  and  the  evidence  must  be  approved 
by  the  Insurance  Commissioner  in  order  to  obtain  and  retain  a 
license.  The  Insurance  Commissioner  is  authorized  to  examine  any 
insurer,  advisory  or  rating  organization,  joint  underwriter  or  joint 
reinsurer  to  see  that  each  complies  with  the  requirements  and 
standards  set  forth  in  the  statutes.  He  may  revoke  a  license  or  may 
invoke  a  fine  for  failure  to  comply. 

Companies  and  rating  bureaus  are  not  required  to  obtain  ap- 
proval of  their  rates  from  the  Insurance  Commissioner.  They  are 
not  even  required  to  file  their  rates. 

Any  person  aggrieved  by  any  rate  charged,  rating  plan,  rating 
system  or  underwriting  rule  (this  language  appears  to  include  a 
city  grading),  may  appeal  through  procedure  provided  for  in  Ar- 
ticle 7,  Sections  1858  et  seq.  of  the  Insurance  Code. 

B.  COMPARISON  WITH  THE  LAW  IN  OTHER  STATES 

As  stated  above,  California  does  not  require  a  filing  of  insurance 
rates  and  prior  approval  by  the  Insurance  Commissioner,  and  it  is  the 
only  state  which  does  not  have  such  a  requirement.  However,  the  rea- 
son behind  this  was  explained  by  Mr.  Gilbert  during  the  course  of  the 
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Los  Angeles  hearing  in  answer  to  the  following  dual  question :  Is  it 
not  true  that  California  is  practically  the  only  state  not  requiring  a 
filing  of  insurance  rates  and  prior  approval  by  the  Insurance  Commis- 
sioner? If  this  is  the  case,  are  insurance  companies  and/or  rating  bu- 
reaus in  other  states  required  to  file,  as  part  of  their  supporting  infor- 
mation, details  of  the  grading  of  fire  protection? 

Gilbert :  The  first  part  of  the  question  should  be  answered  in 
the  affirmative.  The  second  part  should  be  answered  in  the  nega- 
tive, insofar  as  the  Pacific  Fire  Rating  Bureau  is  concerned.  Sup- 
porting information,  as  required  in  states  with  prior  approval  pro- 
cedures, is  customarily  in  the  form  of  statistical  exhibits.  In  other 
words,  state  regulatory  authorities  are  ^more  interested  in  the  sta- 
tistical support  of  the  overall  pricing  of  insurance  and  the  internal 
relationship  with  pricing,  as  related  to  the  classification  system, 
than  in  the  methods  employed  in  arriving  at  the  price,  so  long  as 
they  are  satisfied  themselves  that  reasonable  and  experienced  judg- 
ments are  used  in  the  development  of  the  methods.  This  applies 
to  the  grading  system  the  same  as  it  does  to  our  tariffs  and  sched- 
ules, all  of  which  are  essentially  engineering  appraisals  of  fire 
prevention  methods,  fire  fighting  methods,  and  methods  of  relating 
the  elements  or  factors  causing  fire  damage  to  property.  During 
the  course  of  an  examination  of  Pacific  Fire  Rating  Bureau  by  the 
California  Insurance  Department,  which  the  law  requires  be  made 
every  five  years,  all  methods  of  rating  are  checked  for  inconsisten- 
cies and  unfair  discriminatory  features.  These  examinations  re- 
quire anywhere  from  12  to  18  months,  and  serve  in  part  as  a 
determination  of  the  soundness  of  the  bureau's  judgments  on 
schedules  and  rating  techniques,  in  light  of  the  standards  for 
rate  making  as  provided  by  law. 

C.  COMMENTS  ON  THE  EXISTING  PROVISIONS  OF  THE  LAW  AND  POSSIBLE 
CHANGES  SUGGESTED  BY  THE  LEAGUE  OF  CALIFORNIA  CITIES 

During  the  hearing  in  Los  Angeles,  the  League  of  California  Cities 
through  their  representative,  Mr.  Jay  Michael,  referred  to  the  commit- 
tee for  consideration  four  possible  areas  of  inquiry.  Two  of  the  areas 
dealt  with  the  Standard  Grading  Schedule  and  these  were  discussed 
previously  in  Chapter  III.  However,  the  other  two  areas  dealt  with 
possible  changes  in  the  existing  law,  as  is  pointed  out  by  the  following 
excerpt  from  the  league 's  initial  presentation  to  the  committee : 

2.  The  appeal  procedure  provided  under  the  Insurance  Code 
(Sections  1858  and  following)  has  never  been  used  by  any  Cali- 
fornia city,  nor  is  it  likely  to  be  used,  because  the  appeal  procedure 
appears  to  be  exceedingly  difficult.  It  appears  as  though  a  city 
that  is  not  satisfied  with  a  grading  must  prove  that  the  rates  being 
charged  are  either  excessive,  inadequate,  or  discriminatory  as 
defined  in  the  statutes.  Further,  "excessive"  seems  to  imply  that 
a  reasonable  degree  of  competition  does  not  exist  which,  in  turn, 
requires  proof  beyond  a  mere  adoption  of  bureau  rates  by  insur- 
ance companies.  Cities  have  to  comply  with  recommendations  of  the 
National  Board  of  Fire  Underwriters  or  the  city's  national  board 
class  which  is  a  weighty  factor  in  determining  rates  will  not  be 
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reduced.  It  seems  reasonable  that  recourse  to  appeal  any  arbitrary 
decisions  of  an  agency  of  the  insurance  industry  should  be  made 
somewhat  easier. 

3.  Nearly  100  percent  of  the  insurance  industry  benefits  from  the 
use  of  National  Board  gradings  in  establisliing  rates  but  only  70 
percent  of  the  insurance  industry  in  California  supports  the  Na- 
tional Board  of  Fire  Underwriters  either  through  membership  or 
subscription.  A  grading  system  of  some  kind  is  a  necessary  pre- 
requisite to  incorporating  the  factor  of  fire  defenses  into  fire 
insurance  rates.  If  the  quality  and  quantity  of  fire  defenses  were 
not  reflected  in  insurance  rates,  not  only  w^ould  rates  be  inequi- 
table but  the  incentive  for  providing  and  improving  fire  defenses 
would  be  destroyed.  The  committee  may  wish  to  consider  taking 
legislative  steps  which  would  assure  sound  support  of  a  grading 
system,  whether  it  be  the  present  system  or  another  one.  (In 
Texas,  we  understand  the  grading  is  done  by  a  State  agency.) 


CHAPTER  VIII 

SPECIFIC  CRITICISMS  OF  THE  FIRE  GRADING  AND  RATING 
SYSTEM  FILED  WSTH  THE  COMMITTEE  AND  THE  COR- 
RESPONDING REPLIES  BY  THE  NATIONAL  BOARD  OF 
FIRE  UNDERWRITERS  AND  THE  PACIFIC  FIRE  RATING 
BUREAU 

In  order  to  round  out  the  committee's  study  on  this  subject,  and 
especially  for  the  purpose  of  having  a  complete  transcript,  the  com- 
mittee staff  in  advance  of  the  Los  Angeles  hearing  listed  approximately 
13  criticisms  of  the  fire  grading  and  rating  procedures  which  had  been 
previously  made  by  representatives  of  the  American  Municipal  Associa- 
tion ^  and  the  League  of  California  Cities  ^  and  sent  them  to  the  repre- 
sentatives of  the  National  Board  of  Fire  L'f^nderwriters  and  the  Pacific 
Fire  Bating  Bureau  so  that  they  could  prepare  detailed  comments  to 
be  contained  in  their  presentations  before  the  committee.  (A  complete 
list  of  these  criticisms  and  the  insurance  industry's  replies  are  con- 
tained in  the  transcript  of  the  heariirg.) 

In  Chapter  III  some  of  the  criticisms  of  the  Standard  Grading 
Schedule  and  the  insurance  industry's  replies  to  them  were  listed, 
and  again  in  Chapter  VII  some  of  the  criticisms  of  the  present  provi- 
sions of  California  law  on  this  subject  were  mentioned.  However,  in 
order  that  the  reader  may  have  a  full  picture  of  this  subject,  some  of 
the  more  pertinent  criticisms  and  the  insurance  industry's  reply  to 
them  are  listed  here  in  excerpt  form  from  the  transcript: 

Bradley :  Could  you  kindly  comment  on  the  following  statement 
of  Arthur  Saltzstein : 

In  many  instances,  especially  as  to  certain  classes  of  prop- 
erty, an  improved  rating  does  not  result  in  a  saving  of  fire 
insurance  premiums,  though  it  is  generally  argued  that  the  main 
reason  for  a  good  rating  is  to  keep  premium  costs  down.  In 
other  instances,  the  municipal  expenditures  required  to  secure 
an  improved  rating  are  not  offset  by  the  savings  to  those  purchas- 
ing insurance.  In  other  cases,  especially  in  larger  cities,  while 
there  may  be  improved  protection  in  a  limited  area,  the  changes 
are  not  justified  on  a  community- wide  basis. 

Williams :  Our  comment  on  that  is  as  follows : 

It  is  believed  in  this  paragraph  the  word  "rating"  is  meant 
to  be  ' '  grading. ' '  Organized  protection  is  measured  by  the  grading 


'  statement  of  Arthur  Saltzstein,  Administrative  Secretary  to  Mayor  Frank  P.  Zeidler, 
Milwaulvee,  Wi.sconsin,  on  behalf  of  the  American  Municipal  Association,  before 
the  Subcommittee  on  Anti-Trust  and  Monopoly  Legislation,  Judiciary  Committee 
of  the  United  States  Senate  on  May  29,  1959.  (Statement  on  file  in  Assembly 
Committee  on  Municipal  and  County  Government's  office  in  Sacramento. ) 

-  League  of  California  Cities'  report  on  Fire  Insurance  Grading  and  Rating  in  Cali- 
fornia, April  1959. 

(32) 


FIRE    GRADING    AND    RATING  33 

process,  and  the  credit  given  for  it  is  only  one  factor  in  the 
establishment  of  rates  of  premium.  There  are  cases  where  the 
over-all  protection  of  a  community  shows  improvement  while 
at  the  same  time  statewide  loss  experience  with  certain  classes 
of  construction  or  occupancy,  which  are  primary  considerations, 
may  dictate  an  increase  in  premium  cost  as  to  that  occupancy. 
For  example,  you  might  have  a  situation  where  a  city  is  re- 
graded,  and  gets  an  improvement  in  grading,  and  yet  you  take 
the  class  of  perhaps  theatres,  maybe  there  have  been  several  bad 
theatre  fires.  The  statewide  experience  for  theatres  may  show 
that  the  loss  ratio  may  be  120  percent  for  that,  and  in  that  case 
there  would  necessarily  be  a  rate  increase  which  might  more 
than  offset  the  reduction  the  community  is  getting  in  its  grading. 

There  is  not  necessarily  and  under  all  circumstances  a  con- 
stant relationship  between  the  cost  of  fire  protection  and  the 
deficiency  points  removed  in  the  grading  by  installation  of  that 
protection.  One  simple  example  may  suffice  to  make  this  clear : 
In  treating  with  the  reliability  of  a  water  system,  the  Grading 
Schedule  standards  specify  such  design  of  engineering  features 
that  no  single  break  in  a  supply  line  or  other  accident  will 
prevent  the  delivery  of  sufficient  water  to  the  location  of  a  severe 
fire.  Obviously,  this  reliability  can  be  achieved  in  various  ways, 
through  duplication  of  supply  conduits,  by  providing  elevated 
storage,  or  by  development  of  emergencj^  sources  of  supply.  The 
cost  may  vary  within  extreme  ranges.  Cost  of  duplicating  a 
supply  line  will  vary  in  cost  according  to  its  length ;  providing 
elevated  storage  will  vary  in  cost  according  to  the  topography 
of  the  city.  What  may  be  economically  justified  for  one  city 
may  not  necessarily  be  so  for  another. 

In  September  of  1958  in  a  panel  discussion  at  a  meeting  of 
fire  chiefs  in  Los  Angeles,  Manager  Carl  Thornton  of  Santa  Ana 
made  these  statements : 

1.  A  conservative  valid  and  reliable  estimate  of  reduction  in 
charges  for  fire  insurance  resulting  from  National  Board 
classification  improvement  can  be  made; 

2.  Normally  a  city  can  expect  such  reductions  in  insurance  costs 
of  operational  and  capital  improvement  required  to  achieve 
such  schedule  improvements  at  least  up  to  a  class  2  rating. 
Computations  derived  from  the  1952  data  and  adjusted  to 
increased  values  in  1954,  show  an  annual  savings  of  $244,000 
for  that  latter  year. 

8.  Any  city  manager  who  does  not  take  advantage  of  this  facility 
offered  by  the  procedures  and  staff  of  the  N.B.F.U.  and  the 
local  rating  bureaus  are  sacrificing  a  most  important  admin- 
istrative and  public  relations  tool. 

4.  The  City  of  Santa  Ana,  to  achieve  both  the  tangible  and  in- 
tangible benefits  of  a  highly  rated  city  must  have  a  class  2 
National  Board  rating.  AVe  can  prove  its  justification  and  we 
intend  to  have  it.  Board  may  be  on  notice  that  we  will  re- 
quire a  survey  and  demand  the  higher  rating  by  late  1960 
or  early  1961. 
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Bradley :  Could  you  kindly  comment  on  the  following  statement 
by  Mr.  Saltzstein : 

In  fairness  to  the  board,  it  is  developing  a  more  realistic 
attitude  toward  the  many  new  and  cost-saving  techniques  being 
developed  by  municipal  officials.  It  has  been  extremely  slow  to 
give  them  due  consideration  in  the  past.  Cities  fighting  overall 
costs  need  new  ways  to  save,  and  where  these  are  equally  effec- 
tive, they  deserve  immediate  and  due  recognition.  Recent  ex- 
amples, some  still  not  fully  accepted  by  the  board,  include 
adequate  credit  for  reciprocal  service  or  mutual  aid  arrange- 
ments, telephone  alarm  systems,  integration  of  public  safety 
forces,  etc.  Many  of  these  are  not  complete  substitutes  for  tradi- 
tional methods  and  many  need  more  trial;  however,  I  believe 
strongly  that  the  board  tends  to  underrate  them  and  to  frown 
upon  them  during  experimentation  rather  than  encouraging 
such  developments.  This  is  the  effect  when  applying  the  schedule. 
Much  has  been  clone  recently  to  update  the  grading  schedule,  but 
some  ironic  humor  can  be  found  in  the  fact  that  the  1942 
grading  schedule  (p.  36)  used  until  1956,  still  contained  stand- 
ards for  hand-drawn  and  horse-drawn  apparatus,  though  I  was 
unable  to  discover  anywhere  where  such  equipment  was  used 
substantially  before  the  date  of  its  publication. 
Williams:  Our  comment  especially  as  it  relates  to  the  state- 
ment that  the  National  Board  of  Fire  Underwriters  is  slow  to 
give  consideration  to  new  techniques  and  facilities  is  as  follows : 
Innovations  and  new  developments  in  the  fire  protection  field 
occur  regularly.  AVe  are  alert  to  these.  We  welcome  them  and 
make  frequent  adjustments  in  recognition  of  proven  changes. 
The  extent  to  which  experimental  techniques  should  be  recog- 
nized and  the  dependence  that  should  be  placed  on  new  devices 
is,  however,  a  matter  of  informed  judgment  in  this  field  as  ni 
any  other. 

Here  again  some  criticism  evidently  arises  from  lack  of  knowl- 
edge. To  take  just  one  item  in  the  paragraph  under  discussion : 
It  is  implied  that  the  National  Board  declines  to  recognize  or 
to  give  full  credit  for  the  telephone-type  municipal  fire  alarm 
system  as  opposed  to  the  more  common  telegraph-type.  Since 
this  criticism  has  been  raised,  we  feel  compelled  to  set  the  record 
straight  before  the  committee. 

The  attitude  of  the  National  Board  of  Fire  Underwriters 
toward  telephone-type  alarm  systems  is  clearly  set  forth  m  two 
widely  distributed  bulletins  entitled  Special  Interest  Bulletins 
Nos.  301  and  302,  published  in  1955,  four  years  before  the  com- 
ments quoted  above  were  made.  Copies  of  these  bulletins  are 
attached  as  Exhibit  No.  3.  (Placed  in  committee  file.)  Pertinent 
excerpts  are  quoted  verbatim  as  follows : 

"The  use  of  telephones  for  fire  alarm  purposes  may  be  put 
into  three  categories  :  (1)  use  of  the  commercial  telephone  system 
with  its  unusual  number  of  telephones  in  residences  and  business 
establishments;  (2)  use  of  the  commercial  telephone  system  sup- 
plemented by  telephones,  usually  of  the  coin-operated  type,  m- 
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stalled  at  street  intersections  and  available  to  the  public  and 
(3)  installation  of  a  private  telephone  system  leased  from  the 
telephone  company  with  telephones  installed  at  street  intersec- 
tions, available  to  the  public  and  directly  connected  to  a  central 
fire  alarm  headquarters. 

"The  third  category,  provided  it  lias  characteristics  in  accord- 
ance vs'ith  the  intent  of  the  provisions  of  N.B.F.U.  No.  73, 
'Standards  for  Municipal  Fire  Alarm  Systems,'  can  be  consid- 
ered as  a  municipal  fire  alarm  system  on  the  same  basis  as  a 
telegraph-type  system. 

"The  National  Board  of  Fire  Underwriters  recommends  the 
installation  of  a  municipal  fire  alarm  system  in  all  cities  and 
towns;  no  other  means  of  reporting-  alarms  is  as  rapid  and  de- 
pendable. However,  the  municipal  officials  must  make  the 
decision  whether  to  install  a  system  and  what  type  of  system  to 
install.  Grading-s  of  the  fire  protection  facilities  of  a  munici- 
pality are  made  on  the  basis  of  the  adequacy,  reliability  and 
extent  of  the  system  as  compared  with  the  Standards  for  Muni- 
cipal Fire  Alarm  Systems,  N.B.F.U.  No.  73,  without  regard  for 
the  type  of  system  installed.  The  cost  of  installation  of  fire  alarm 
systems  of  either  the  telegraph-type  or  telephone-type  is  not  a 
subject  with  which  the  National  Board  of  Fire  Underwriters 
may  properly  concern  itself.  However,  it  is  a  very  important 
facet  of  the  problem  for  municipal  officials.  It  is  suggested  that 
municipalities  carefully  consider  the  complete  cost  of  both  types 
of  system  providing  identical  protection  in  accordance  wdth 
N.B.F.U.  Standard  No.  73." 

Bradley :  Could  you  kindly  comment  on  the  following  statement 
by  Mr.  Saltzstein : 

Gradings  are  infrequent — sometimes  as  much  as  10  years 
apart.  Improvements  between  grading*s  are  not  recognized  and 
deficiencies  accumulating  are  not  penalized.  Nevertheless,  the 
gradings  continue  to  be  used  for  rating  purposes  and  are  of 
declining  significance,  especially  on  a  comparative  basis  as  be- 
tween cities  in  ratemaking.  Unless  a  city  makes  substantial  im- 
provement, it  is  better  off  not  to  request  a  reiiLspection.  If  it 
makes  such  an  improvement,  the  delay  in  reinspection  often 
makes  it  of  little  value. 
Williams :  Our  comments  on  this  are  : 

Gradings  are  not  out  of  date  to  the  extent  that  they  are  in- 
accurate. The  fact  that  an  official  grading  may  be  some  years 
old  does  not  necessarily  mean  that  it  is  incorrect  by  any  sig- 
nificant margin.  Engineers  of  the  National  Board  are  in  peri- 
odic touch  with  muncipalities  in  California.  We  know  which 
ones  are  growing,  expanding,  and  improving  their  fire  protec- 
tion and  which  are  static.  The  work  schedule  is  laid  out  months 
in  advance  to  anticipate  the  need  for  surveys  and  regradings 
of  those  cities  in  which  major  changes  and  improvements  are 
taking  place. 
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Bradley :  Could  you  kiudly  comment  on  the  following  criticism 
of  the  grading  process  which  is  mentioned  in  the  League  of  Cali- 
fornia Cities'  report:  "Actual  performance  of  cities  is  slighted 
in  the  grading  process.  A  city's  tire  loss  experience  may  be  ex- 
ceptionally good  but  never  reflected  in  the  grade." 
Gilbert :  Our  answer  to  that  is  as  follows : 

The  schedule  is  designed  to  measure  the  relative  position  of 
a  city  with  reference  to  the  fire  defenses  and  physical  condi- 
tions! The  actual  loss  figures  do  not  necessarily  indicate  the  ex- 
cellence of  the  fire  defense  system.  The  City  of  Los  Angeles 
experienced  a  condition  a  few  years  ago  which  illustrates  the 
point.  On  December  21  the  chief  stated  that  the  city  showed  the 
lowest  per  capita  loss  for  the  year  since  records  had  been  kept. 
On  December  23,  two  days  later,  it  had  the  w^orst.  This  was  due 
to  one  serious  fire;  yet,  the  fire  defenses  of  Los  Angeles  had 
really  experienced  no  change  between  December  21  and  Decem- 
ber 23. 

A  good  fire  record  may  have  just  as  little  bearing.  There  is 
a  saying  in  the  fire  service :  "Never  brag  about  your  good  fire  rec- 
ord. It  only  means  that  you  are  closer  to  the  next  bad  one." 
On  the  other  hand,  an  engineer  does  consider  past  fires;  but 
instead  of  charging  up  the  figures,  it  is  his  job  to  see  why  the 
experience  has  been  bad  or  good  and  account  for  it  in  grading 
such  items  as  drills  and  training,  discipline,  fire  methods,  etc. 


CHAPTER  IX 

OTHER  STUDIES   IN  THIS   FIELD  AND  THEIR  POSSIBLE 
IMPACT  ON  THE   FIRE  GRADING  AND  RATING 
PROCESS   IN  THE   FUTURE 

During  the  period  of  1959-1960  other  groups  and  committees  outside 
of  this  connnittee  have  been  studying  this  problem.  Many  of  them  have 
come  up  with  some  definite  recommendations  and  as  a  result  there 
possibly  might  be  some  changes  in  the  overall  grading  and  rating 
processes.  In  addition  to  the  League  of  California  Cities,  other  organ- 
izations such  as  the  Colorado  Municipal  League,  the  Association  of 
AVashington  Cities,  the  League  of  Arizona  Cities,  the  Georgia  Municipal 
Association  and  the  League  of  AVisconsin  Municipalities  have  been 
reviewing  this  matter. 

The  American  Municipal  Association  has  been  concerned  with  the 
subject  for  some  years.  Their  concern  resulted  in  a  study  in  1949  of 
the  mechanics  of  fire  insurance  ratings,  and  the  establishment  in  1951 
of  the  first  AMA  Committee  on  Fire  Insurance  Rating  and  Grading. 
The  scope  of  their  study  and  the  reasons  behind  it  are  set  forth  in  the 
following  resolution  adopted  at  their  1959  annual  meeting : 

In  order  to  protect  life  and  property,  municipalities  are  re- 
sponsible to  their  citizens  for  furnishing  the  best  possible  fire  pro- 
tection service  from  the  local  funds  provided  for  this  purpose. 
Because  of  reliance  by  state  regulatory  officials  upon  the  grading 
of  public  fire  protection  facilities  by  the  National  Board  of  Fire 
Underwriters  and  related  regional  and  state  agencies  and  the 
generally  prevailing  methods  of  determining  fire  insurance  rates, 
such  evaluations  are  a  major  factor  in  determining  the  expendi- 
tures of  large  sums  of  public  and  private  moneys.  The  American 
Municipal  Association  recognizes  the  continuing  concern  of  munici- 
pal officials  over  the  ever  increasing  expenditures  for  providing 
adequate  fire  protection  and  is  concerned  with  the  substantial 
expenditures  bv  their  citizens  for  fire  insurance.  To  further  this 
interest,  this  association  will  continue  its  inquiry  into  fire  insur- 
ance grading  and  rating  procedures  including  the  following : 

1.  Revision  of  the  fire  grading  schedule. 

2.  Application  of  the  grading  schedule  to  municipalities. 

3.  Factors  affecting  fire  insurance  rates. 

4.  Better  utilization  of  manpower  for  fire  protection. 

5.  The  development  and  acceptance  of  new  and  improved  equip- 
ment and  techniques  of  fire  prevention,  protection,  and  ex- 
tinguishment. 

The  American  Municipal  Association  expresses  its  appreciation 
to  the  United  States  Senate  Antitrust  and  Monopoly  Subcommit- 
tee which  has  undertaken  a  study  of  the  fire  insurance  business  as 
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a  part  of  a  broad  study  of  the  operation  of  the  insurance  industry 
and  pledges  its  full  co-operation  to  the  subcommittee  and  its  staff. 

The  American  Municipal  Association  expresses  its  appreciation 
to  the  National  Board  of  Fire  Underwriters  for  instituting  a  pro- 
gram to  rewrite  and  modernize  their  Standard  Grading  Schedule 
and  to  consider  recommendations  made  by  municipalities.  The 
American  Municipal  Association  urges  the  National  Board  of  Fire 
Underwriters  and  related  agencies  to  work  with  municipalities  in 
developing  a  procedure  under  which  a  preliminary  report  will  be 
made  available  specifically  pointing  out  areas  of  deficiency,  and 
permitting  and  encouraging  municipalities  to  make  improvements 
before  the  grading  process  is  complet(^d. 

To  best  serve  the  public  interest  and  provide  to  municipal  offi- 
cials a  practical  method  for  measuring  fire  protection  facilities 
and  for  self-evaluation  and  to  enable  them  to  effectively  review 
present  gradings  and  other  factors  as  they  affect  local  fire  insur- 
ance rates,  the  American  Municipal  Association  supports  an  inde- 
pendent study  directed  toward  the  development  of  a  fire  protection 
grading  system  designed  to  reflect  current  needs  and  conditions. 

With  reference  to  the  American  Municipal  Association  study  men- 
tioned in  the  resolution,  it  is  to  be  noted  that  the  main  office  of  the 
National  Board  of  Fire  Underwriters  in  New  York  has  appointed  a 
special  board  representative  to  work  with  the  American  Municipal 
Association  on  these  matters.  This  committee  Avill  be  watching  with 
great  interest  the  activities  of  these  various  groups  and  will  take  note 
of  any  progress  or  change  in  this  field.  The  committee  sincerely  hopes 
that  the  various  efforts,  especially  on  behalf  of  the  AMA  now  being 
made,  will  stimulate  more  interest  in  this  all-important  field  so  that 
as  a  result  there  can  be  greater  co-operation  between  interested  local 
governmental  officials  and  members  of  the  insurance  industry. 
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LETTER  OF  TRANSMITTAL 

Honorable  Ralph  M.  Brown 

Speaker  of  the  Assembly 

State  Capitol,  Sacramento  U,  California 

Dear  Mr.  Speaker:  The  Assembly  Committee  on  Municipal  and 
County  Government  submits  herewith  its  report  on  special  district 
problems,  one  of  the  studies  conducted  by  the  committee  during  the 
1959-61  interim,  in  accordance  with  House  Resolution  No.  326.16  of  the 
1959  Regular  Session. 

This  final  report  contains  the  findings,  conclusions,  and  recommenda- 
tions  of  the   committee  on  this   subject. 

Respectfully  submitted, 

Clark  L.  Bradley,  Chairman 
Bert  De  Lotto,  Vice  Chairman 

Don  a.  Allen,  Sr.  James  L.  Holmes 

Carl  A.  Britschgi  Joseph  M.  Kennick 

George   E.   Brown,   Jr.  Frank  Lanterman 

Ernest  R.  Geddes  Eugene  G.  Nisbet 

Sheridan  N.  Hegland  George  A.  Willson 

Chester  E.   Wolprum 
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SUMMARY  OF  FINDINGS 

The  committee's  study  of  special  districts  centered  around  the  four 
subjects  listed  below. 

I.  CONSOLIDATION  OF  CERTAIN  SPECIAL  DISTRICT  ACTS 

1.  The  California  Codes  still  contain  many  special  district  laws  which 
relate  to  the  same  function. 

2.  Some  of  these  district  laws  have  never  been  used  at  all  and  others 
have  been  used  only  once  or  twice. 

3.  In  general,  witnesses  at  the  hearings  agreed  that  those  district  laws 
which  have  been  on  the  books  for  a  number  of  years  and  have 
never  been  used  should  be  repealed. 

4.  In  those  fields  such  as  harbors,  etc.,  where  there  are  many  special 
district  laws  all  pertaining  to  the  same  function  there  should  be 
some  consolidation  of  district  acts  so  that  only  one  or  two  district 
acts  pertaining  to  a  function  shall  remain. 

II.  CONSOLIDATED  FIRE  DISTRICT  BILL 

1.  The  law  presently  authorizes  a  fire  protection  district  to  form  under 
the  provisions  of  four  fire  protection  district  acts. 

2.  The  committee's  findings  and  recommendations  on  this  subject  made 
during  the  1957-59  interim  are  still  sound. 

3.  The  witnesses  agreed  that  there  is  still  a  need  in  California  for  a 
consolidated  fire  district. 

III.  LACK  OF  PUBLIC  KNOWLEDGE  IN  THE  SPECIAL  DISTRICT  FIELD 

1.  There  exists  in  California  a  widespread  lack  of  public  knowledge 
concerning  the  existence  and  operations  of  many  single  purpose 
special  districts. 

2.  This  is  evidenced  by  the  poor  turnout  at  district  elections.  Voting 
records  indicate  that  a  10  percent  turnout  is  about  average. 

3.  In  addition,  the  committee  found  that  many  residents  cannot  even 
name  the  districts  in  the  area  where  they  live. 

IV.  WITHDRAWAL  OF  TERRITORY  FROM  A  SPECIAL  DISTRICT  AND 
DISTRIBUTION  OF  ASSETS 

A.  Fire  District  Law 

1.  The  committee's  study  revealed  that  the  present  formula  for 
distribution  of  assets  in  the  fire  district  field,  which  was  enacted 
into  law  during  the  1959  General  Session,  is  an  improvement 
over  the  rigid  proportionate  basis  formula  which  was  contained 
in  the  old  law. 

2.  Most  witnesses  agreed  that  this  new  fire  district  formula  was 
an  approach  to  the  problem  even  though  it  might  not  be  the  best 
solution  at  this  time. 
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B.  Recreation  and  Park  District  Law  (5700  Series  of  the  Public  Resources  Code) 

1.  At  present  there  is  much  misunderstanding  among  those  spe- 
cialists in  the  district  field  as  to  the  exact  procedures  for  with- 
drawal of  territory  from  a  recreation  and  park  district.  This  is 
due  to  the  great  amount  of  ambiguity  in  the  present  law. 

2.  There  still  exist  major  differences  of  opinion  which  have  not  been 
resolved  between  the  representatives  of  city  government  and 
district  government  as  to  the  procedures  for  withdrawal.  The 
district  representatives  do  not  wish  to  place  the  power  of  initiat- 
ing such  withdrawal  in  the  hands  of  the  city  council;  in  addi- 
tion, they  do  not  wish  to  have  any  withdrawal  take  effect  unless 
there  is  a  vote  held  in  the  entire  district  and  not  just  in  the  area 
involved,  as  the  city  representatives  Suggest. 

3.  This  desire  to  withdraw  from  a  district  usually  arises  when  a 
district  resident  is  also  a  resident  of  a  city  which  has  an  operat- 
ing recreation  and  park  program  and,  therefore,  is  being  taxed 
twice  for  recreation  and  park  services. 

4.  At  present  there  is  no  practical  way  city  residents  who  also  live 
within  a  recreation  and  park  district  can  withdraw  from  the 
district  without  the  consent  of  the  governing  board  of  the  dis- 
trict. 

5.  The  problem  of  how  the  assets  of  the  district  are  to  be  distributed 
after  a  withdrawal  has  been  effected  is  only  a  secondary  one. 
Most  witnesses  agreed  that  if  there  was  a  withdrawal,  this  matter 
could  be  worked  out  by  arbitration  between  the  city  and  the 
district.  However,  the  city  representatives  would  like  to  have  a 
provision  in  the  law  stating  that  there  shall  be  a  distribution. 
At  present  the  district  may,  if  it  so  desires,  keep  all  the  assets 
and  property  even  after  a  withdrawal. 


RECOMMENDATIONS 

On  the  basis  of  evidence  presented  to  the  committee  by  witnesses  in 
the  course  of  the  hearings,  as  well  as  research  work  independently  con- 
ducted by  the  committee  staff,  the  following  recommendations  are 
hereby  submitted: 

I.  CONSOLIDATION  OF  CERTAIN  SPECIAL  DISTRICT  ACTS 
1    Joint  Harbor  Improvement  District  Act  (H.  &  N.  5700-5784)  and 
■  the  Recreational  Harbor  District  Act  (H.  &  N.  6400-6694)  should 
be  repealed  since  they  have  never  been  used. 
2.  Permit  the  Small  Craft  Harbor  District  Act  (Chapter  1598    19o9 
General  Session)  to  stand  since  it  was  just  recently  enacted  and 
it  is  now  beginning  to  be  used  statewide. 

3  Allow  the  Harbor  Districts  Act  (H.  &  N.  6000-6111),  Harbor 
Improvement  Districts  Act  (H.  &  N.  5800-5915),  Port  Districts 
Act  (H.  &  N.  6200-6372),  and  the  River  Port  District  Act  (H.  &  N. 
6800-6963)  to  stand  for  the  present  despite  the  fact  that  all  of 
them  basically  have  the  same  function.  The  reason  behind  this 
decision  is  that  the  committee  did  not  feel  that  these  acts  were 
the  type  of  district  acts  which  would  be  used  to  any  great  extent 
throughout  the  State  by  their  very  nature,  and  also  because  the 
effort  and  time  necessary  to  work  out  a  consolidation  might  not 
be  justified  in  view  of  this. 

4  Combine  the  Parking  District  Act  (S.  &  H.  35100-35707)  and  the 
Vehicle  Parking  Districts  Act  (S.  &  H.  31500-31866)  into  one  act 
with  the  idea  to  consolidate  the  provisions  of  these  two  acts  which 
are  substantially  the  same  and  put  into  the  alternative  those  that 
are  substantially  different. 

5.  Leave  the  Parking  Authorities,  Act  of  1949  (S.  &  H.  32500- 
33552)  alone  since  many  of  the  districts  formed  under  that  act 
contend  that  they  are  not,  as  such,  special  districts  but  rather  a 
part  of  a  city  function. 

6.  Insert  dissolution  clauses  into  the  Parking  Authorities  Act  of 
1949  and  also  into  the  new  consolidated  Parkijig  District  Act, 

7.  Insert  dissolution  clause  into  the  Public  Cemetery  District  Act 
(H.  &  N.  8125-8133). 

8.  Continue  the  policy  of  the  committee  as  established  m  1957  interim 
and  do  not  consolidate  the  Sanitary  District  Act  with  the  County 
Sanitation  District  Act. 

9.  Amend  the  Garbage  and  Refuse  Disposal  District  Act  so  that  no 
more  districts  could  be  formed  under  the  act  but  at  the  same  time 
permit  those  districts  now  in  existence  to  continue  operating.  The 
main  reason  for  this  is  that  the  committee  feels  that  the  Garbage 
Disposal  District  Act  is  capable  of  doing  all  that  this  act  does  if 
some  minor  amendments  are  made. 

10.  Amend  the  Garbage  Disposal  District  Act  to  provide  that  it  an 
area  decides  to  operate  only  a  disposal  site,  then  it  could  issue 
bonds  as  now  permitted  under  the  Garbage  and  Refuse  Disposal 

Act. 

11.  In  view  of  the  testimony  of  the  witnesses  from  Los  Angeles  County 
concerning  the  problem  of  the  county  sanitation  districts  going 
into  the  active  collection  business,  the  committee  at  this  time  de- 
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cicled  not  to  consolidate  either  of  the  Garbage  Disposal  Districts 
Act  and  the  Garbage  and  Refuse  Disposal  Districts  Act  into  the 
County  Sanitation  Districts  Act  or  the  Sanitary  Districts  Act. 

II.  CONSOLIDATED  FIRE  DISTRICT  BILL 

1.  Reintroduction  as  a  committee  bill  the  Consolidated  Fire  Dis- 
trict Bill,  as  part  of  the  committee's  program  to  consolidate  spe- 
cial district  acts  dealing  with  the  same  function. 

III.  LACK  OF  PUBLIC  KNOWLEDGE  IN  THE  SPECIAL  DISTRICT  FIELD 

1.  Introduction  of  legislation  which  would  require  that  all  special 
districts  file  with  the  county  auditor  in  the  county  in  which  they 
are  located  a  copy  of  their  budget  or,  if  they  do  not  have  one,  a 
statement  to  that  effect. 

2.  Introduction  of  legislation  which  would  require  all  county  tax 
collectors  to  indicate  on  the  annual  tax  bill  which  is  sent  out  to 
the  taxpayers  the  amount  attributable  to  special  district  opera- 
tions. This  could  be  indicated  by  stating  the  lump  sum  amount 
of  taxes  charged  by  districts  or  by  indicating  the  amount  in  per- 
centages. 

IV.  WITHDRAWAL  OF  TERRITORY  FROM  A  SPECIAL  DISTRICT  AND 

DISTRIBUTION  OF  ASSETS 

1.  During  the  next  session  some  clarification  of  the  law  concerning 
the  procedures  for  withdrawal  of  territory  from  a  recreation  and 
park  district  should  be  undertaken. 

2.  As  stated  in  the  report,  outside  of  the  above  statement,  the  com- 
mittee does  not  plan  to  make  any  specific  recommendations  in 
view  of  the  great  differences  of  opinion  between  the  representa- 
tives of  city  and  district  government,  and  especially  since  both 
groups  will  be  introducing  legislation  in  this  field  at  the  1961 
General  Session.  In  this  manner  the  committee,  having  the  benefit 
of  this  interim  study  and  report,  could  judge  without  bias  each 
proposal  as  it  comes  up.  The  committee  believes,  however,  that 
further  study  should  be  given  to  the  factors  listed  in  the  report 
concerning  what  items  should  be  considered  in  proposing  legisla- 
tion in  this  field. 

V.  IN  GENERAL 

1.  It  would  seem  that  additional  study  should  be  given  by  the  com- 
mittee to  the  extensive  problem  of  the  independent  special  district. 
Recommendations  as  presented  by  numerous  witnesses  to  hold 
the  line  on  further  formation  of  such  districts  until  future  study 
reveals  a  solution,  as  well  as  recommendations  to  establish  county 
committees  for  the  purpose  of  studying  districts  to  determine  the 
need  for  consolidation,  feasibility  of  formation,  etc.,  should  be 
given  serious  consideration  by  the  Legislature. 

2.  In  addition,  the  committee  feels  that  tailormade  legislation  in  the 
special  district  field  should  be  avoided  wherever  possible  since  it 
has  been  shown  that  such  legislation  fails  to  adequately  solve  the 
overall  problems  of  the  expanding  urban  growth  of  California. 

3.  Further  study  should  be  given  to  the  problem  of  consolidating 
special  district  acts  in  other  fields. 


CHAPTER   1 

INTRODUCTION 

In  conjunction  with  the  rising  cost  of  government,  the  problem  of 
special  purpose  districts  has  received  a  great  deal  of  attention  in  Cali- 
fornia. The  number  of  special  districts  has  increased  at  a  phenomenal 
rate,  for  the  most  part  to  take  care  of  the  municipal  type  service  needs 
of  the  rapidly  growing  unincorporated  fringe  areas.  The  extensive  scope 
of  this  form  of  local  government  can  be  readily  seen  by  a  comparison 
of  their  number  with  that  of  the  other  two  basic  units  of  government 
in  the  State.  There  are  58  counties,  approximately  360  cities,  and  at 
last  count,  3038  special  districts,^  not  including  school  _  districts,  dis- 
tricts within  municipalities,  and  some  reclamation  districts. 

A  good  example  of  the  expanded  use  of  the  special  district  device 
can  be  found  in  Sacramento  County  where  in  1920  there  were  35  dis- 
tricts ;  in  1950,  101 ;  and  as  of  1958,  148.  In  area,  these  districts  varied 
from  a  few  acres  to  that  of  the  entire  county. 

The  large  number  of  districts  is  partly  accounted  for  by  their  au- 
thorization to  perform  only  those  functions  that  are  set  forth  in  the 
enabling  act  under  which  they  are  established,  and  for  the  most  part, 
districts  are  limited  to  a  single  function.  Today  districts  carry  on  66 
different  classes  of  activity.  Thi.s  is  in  direct  contrast  to  the  numerous 
authorizations  available  to  city  and  county  governments.  Another 
factor  contributing  to  the  large  number  of  districts  is  that  many  of 
them  are  quite  small  in  size. 

An  important  facet  of  the  district  problem  is  that  nearly  1,700  of 
the  3038  special  districts  in  the  State  are  governed  by  an  elected  gov- 
erning board  and  therefore  enjoy  a  high  degree  of  local  autonomy.  This 
local  autonomy  does  not  always  provide  the  grassroots  control  that  it 
is  presumed  to,  since  district  government  tends  to  be  confusing  to  the 
citizen.  The  citizen  is  often  at  a  loss  to  know  where  to  go  to  register 
a  complaint,  which  district  is  providing  what  service,  and  what  the  tax 
dollar  is  being  spent  for.  In  order  to  be  a  conscientious  citizen,  residents 
of  some  areas  Avould  have  to  keep  up  with  the  activities  of  as  many  as 
10  or  12  governments.  Poor  district  voting  records  indicate  that  the 
average  citizen  has  little  interest  in  the  day-to-day  activities  of  districts, 
probably  due  to  the  large  number  and  their  small-scale  operation. 

It  must  be  noted  that  special  districts  are  simple  to  create  and  can 
provide  a  needed  service  to  areas  that  in  most  cases  could  not  otherwise 
be  provided  for.  Many  special  districts  seem  to  be  excellently  adminis- 
tered, have  a  low  tax  rate,  and  provide  efficient  service  to  not  only 
unincorporated  areas  but  to  incorporated  areas  as  well;  in  fact,  a 
number  of  districts  operate  successfully  on  a  regionwide  basis. 

^Ayinnal  Report  of  Financial  Transactions  Concerning  Special  Districts  of  California, 
Fiscal  Year  1958-59,  Alan  C.  Cranston,  State  Controller. 
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However,  it  is  widely  recognized  that  far  too  many  districts  have 
a  poor  tax  base,  a  limited  scope  of  operation,  are  overlapping,  etc., 
causing  an  nndiie  tax  burden  on  the  recipients  of  their  services,  and 
there  seems  to  be  no  satisfactory  method  to  cope  with  the  problem  in 
the  existing  law. 

In  addition  to  the  multiplicity  of  special  districts,  there  is  the  prob- 
lem of  multiplicity  of  special  district  laws.  Districts  may  be  organized 
under  147  current  authorizations.  Many  of  these  laws  pertain  to  the 
same  function :  for  example,  there  are  seven  harbor  district  acts ;  three 
parking  district  acts;  prior  to  1957,  four  park  and  recreation  district 
laws;  and  prior  to  1959,  nine  single-purpose  sewage  disposal  dis- 
trict laws.  In  addition,  there  are  numerous  multipurpose  and  some 
metropolitan  district  acts  which  are  autliorized  to  perform  the  above 
functions. 

The  Municipal  and  County  Government  Committee  started  its  study 
of  district  laws  by  concentrating  on  the  possible  consolidation  of  those 
pertaining  to  a  particular  function  in  the  interim  between  the  1955  and 
the  1957  Regular  Sessions  of  the  Legislature,  at  which  time  the  four 
park  and  recreation  district  laws  were  studied.  This  study  culminated 
in  the  introduction  of  committee  sponsored  legislation  which  was  suc- 
cessful at  the  1957  Session.  There  is  now  a  single  consolidated  park, 
recreation,  and  parkv/ay  act  to  take  the  place  of  the  four  previous  acts, 
and  a  metropolitan-type  park  district  act  which  study  indicated  should 
not  be  included  in  the  consolidating  bill.  Also,  during  the  1957-59 
interim,  the  committee,  continuing  its  district  work,  studied  the  nine 
single-purpose  sewage  disposal  district  laws,  and  also  the  four  fire 
protection  district  laws.  The  Committee  issued  a  final  report  entitled, 
Special  Districts  in  the  State  of  California:  Problems  in  General  and 
the  Consolidation  of  Sewer  and  Fire  District  Acts.  Also,  legislation 
recommended  in  this  report  was  introduced  in  the  1959  Session. 

During  this  interim  study,  the  committee  concentrated  its  efforts  on 
the  following  four  subjects: 

a.  Consolidation  of  certain  special  district  acts  that  pertain  to  the 
functions  of  operating  cemeteries,  vehicle  parking,  harbors,  and 
the  disposition  and  control  of  garbage. 

b.  The  problem  of  distribution  of  assets  of  a  special  district  when  a 
part  or  all  of  the  district  is  included  within  the  boundaries  of  a 
city  as  a  result  of  an  annexation  or  incorporation. 

c.  An  attempt  to  make  the  public  more  aware  of  the  existence  and 
operations  of  special  districts  by  proposing  as  possible  require- 
ments the  following: 

1.  All  special  districts  must  file  a  copy  of  their  budget  with  the 
county  auditor. 

2.  The  annual  count}'  tax  bill  must  indicate  the  exact  amount 
to  be  collected  for  special  district  purposes. 

d.  Reintroduction  of  the  Consolidated  Fire  District  Act. 

In  October,  1959,  the  committee  held  a  hearing  in  San  Francisco  on 
the  first  subject,  and  transcripts  were  made  available  to  the  public. 
The  subject  matter  of  distribution  of  assets  was  the  main  item  of  dis- 
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cussion  at  a  hearing  in  Los  Angeles  in  December,  1959,  and  again  in 
the  same  city  in  October  of  1960.  The  Consolidated  Fire  District  Act 
was  also  discussed  at  that  time.  Transcripts  of  those  hearings  were  also 
made  available  to  the  public.  The  third  subject  was  discussed  in  June  of 
1960  and  transcripts  of  that  hearing  were  made  available  to  the  public. 
This  report  will  include  the  recommendations  made  at  the  committee 
hearings  by  the  witnesses  who  testified,  and  also  the  findings  and  recom- 
mendations of  the  committee  on  each  of  the  above  four  subjects. 


CHAPTER  2 

CONSOLIDATION  OF  CERTAIN  SPECIAL 
DISTRICT  ACTS 

PART   I 

HARBOR  DISTRICT  ACTS 

According  to  the  1958  Annual  Keport  on  Special  Districts  published 
by  the  State  Controller,  there  are  12  harbor  districts  in  the  State. 
However,  there  are  on  the  statute  books  seven  enabling  acts  whereby 
harbor  districts  may  be  set  up : 

1.  Harbor  Districts— H.  &  N.  6000-6111. 

2.  Harbor  Improvement  Districts — H.  &  N.  5800-5915. 

3.  Joint  Harbor  Improvement  Districts — H.  &  N.  5700-5784. 

4.  Port  Districts— H.  &  N.  6200-6372. 

5.  Recreational  Harbor  Districts— H.  &  N.  6400-6694. 

6.  River  Port  Districts— H.  &  N.  6800-6963. 

7.  Small  Craft  Harbor  District  Law  enacted  in  1959,  Chapter  1958. 

Research  showed  that  of  the  12  districts  formed  in  the  State,  six 
were  formed  under  the  Harbor  Districts  Act,  one  under  the  Harbor 
Improvement  Districts  Act,  four  under  the  Port  Districts  Act  and  one 
under  the  River  Port  Districts  Act.  Three  of  the  acts  have  never 
been  used. 

Mr.  George  W.  Wakefield,  Chief  Assistant  County  Counsel,  Los  An- 
geles County,  in  his  written  testimony  submitted  at  the  hearing,  ex- 
emplified the  consensus  of  opinion  when  he  stated : 

It  would  be  my  recommendation  that  those  acts  under  which  no 
districts  have  been  formed  be  repealed,  rather  than  consolidated 
with  other  acts.  After  the  lapse  of  time,  our  experience  has  been 
that  if  districts  are  not  formed  under  a  special  statute,  it  indicates 
that  there  are  procedural  difficulties  in  the  statute  which  make  the 
formation  of  districts  pursuant  to  its  provisions  unsatisfactory. 

Following  Mr.  "Wakefield's  recommendation,  the  committee  recom- 
mended that  legislation  be  proposed  to  repeal  the  Joint  Harbor  Im- 
provement District  Act  and  the  Recreational  Harbor  Districts  Acts,  the 
two  acts  under  which  no  harbor  district  has  ever  been  formed. 

However,  this  policy  was  not  meant  to  be  applied  to  the  new  Small 
Craft  Harbor  District  Act  enacted  in  1959.  The  thought  of  the  com- 
mittee on  this  was  to  recommend  that  it  be  allowed  to  stand  separate 
from  all  other  acts,  at  least  for  the  time  being,  since  it  is  a  new  act 
expressly  designed  to  fit  the  present  interest  in  small  craft  harbors.  At 
the  present  time  proceedings  are  being  undertaken  for  the  formation 
of  a  district  under  this  law  in  the  Oceanside  area  and  no  doubt  it  will 
be  used  in  other  areas  soon. 
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In  regard  to  the  four  harbor  district  acts  under  which  districts  have 
been  formed,  the  committee  decided  not  to  make  any  recommendations 
for  consolidation  or  elimination  at  this  time,  despite  the  fact  that  all 
of  them  have  basically  the  same  function  and  have  similar  procedures. 
The  main  reason  behind  this  decision  was  that  the  committee  did  not 
feel  that  these  acts  were  the  type  of  districts  acts  which  would  be  used 
to  any  great  extent  throughout  the  State  by  their  very  nature,  and  also 
because  the  effort  and  time  necessary  to  work  out  a  consolidation  might 
not  be  justified  in  view  of  this.  Also,  the  committee  recommended  that 
in  the  future  some  consideration  should  be  given  to  the  possible  repeal 
of  the  Harbor  Improvement  District  Act,  especially  since  only  one 
district  has  ever  used  this  act. 

Since  research  showed  that  none  of  these  district  acts  contained 
a  dissolution  clause,  it  was  decided  in  accordance  with  the  committee's 
general  policy  on  this  matter  to  amend  each  act  to  insert  such  a  clause. 

PART   II 

PARKING  DISTRICT  ACTS 

According  to  the  Analysis  of  California  District  Laws,  prepared  by 
the  Legisltative  Counsel's  office,  there  are  three  main  enabling  acts 
under  which  an  area  can  provide  for  motor  vehicle  parking.  They  are : 

1.  Parking  Authorities— act  of  1949,  S.  &  H.  .32500-33552. 

2.  Parking  Districts— S.  &  H.  35100-35705. 

3.  Vehicle  Parking  Districts— S.  &  H.  31500-31866. 

The  functions  of  each  are  basically  the  same,  that  is,  to  construct 
and  provide  for  parking  facilities,  with  the  one  exception  that  the 
Parking  Authorities  Act  is  limited  to  providing  for  such  only  within 

a  city. 

However,  the  committee  found  it  difficult  to  determine  just  how  many 
parking  districts  have  been  formed  in  the  State  and  under  which  act. 
The  1958  Annual  Report  on  Special  Districts  published  by  the  State 
Controller 's  office,  which  usually  lists  all  of  the  special  districts  in  the 
State  and  the  act  under  which  they  are  formed,  listed  only  two  parking 
districts  and  they  were  formed  under  the  Vehicle  Parking  Districts 
Act.  At  the  hearing  on  this  matter  the  reason  for  this  was  explained 
in  the  following  written  presentation  made  by  Martin  Anderson,  Chief 
of  the  Division  of  County  Budget  Reports,  State  Controller's  office: 

Parking  districts  formed  witliin  cities  have  not  been  included 
within  our  report  of  Financial  Transactions  Concerning  Special 
Districts.  This  is  true  of  all  districts  on  the  city  level.  The  Vehicle 
Parking  Districts  were  included  in  the  report  but  this  was  because 
thev  were  entirely  in  unincorporated  areas  and  governed  by  the 
board  of  supervisors  of  the  county  in  which  located.  All  districts 
on  the  county  level  are  included.  The  reporting  program  calls  for 
districts  on  the  city  level  to  be  included  but  it  is  not  believed  that 
the  location  of  these  districts  will  pose  any  special  problems.  The 
major  problem  is  one  of  available  staff  time  to  accomplish  it. 
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Also,  this  lack  of  knowledge  as  to  just  how  many  parking  districts 
exist  in  the  State  was  further  explained  by  the  following  testimony 
given  by  Miss  Peggy  ]\IcElligott,  attorney,  firm  of  Kirkbride,  Wilson, 
Harzfeld  and  Wallace  of  San  Mateo: 

I  would  just  like  to  draw  the  committee's  attention  to  the  fact 
that  in  addition  to  the  several  parking  district  acts  which  you  have 
on  the  books,  there  are  any  number  of  cities  which  have  formed 
parking  districts  under  the  assessment  laws,  so  that  you  also  have 
existing  other  types  of  parking  districts  which  you  have  some 
difficulty  getting  reports  on. 

In  regard  to  the  question  whether  these  three  acts  which  have  similar 
functions  should  be  consolidated  into  one,  or  maybe  two  acts,  or  whether 
there  should  be  some  elimination,  the  committee  from  the  testimony 
at  the  hearing,  and  mainly  from  continued  study  of  the  various  provi- 
sions of  the  three  acts,  decided  to  leave  the  Parking  Authorities  Act 
of  1949  alone  and,  instead,  combine  the  Parking  Districts  Act  and 
the  Vehicle  Parking  Districts  Act  into  one  act,  with  the  idea  to  consoli- 
date the  provisions  of  these  two  acts,  which  are  substantially^  the  same, 
and  put  into  the  alternative  those  which  are  substantially  different. 
The  reason  behind  the  decision  to  leave  the  Parking  Authorities  Act 
of  1949  alone  was  that  many  of  the  districts  formed  under  that  act 
contend  that  they  are  not,  as  such  special  districts  but  rather  a  part 
of  a  city  function.  This  contention  bears  a  great  deal  of  weight  since 
a  close  study  of  the  act  reveals  that  the  area  covered  should  include 
an  entire  city  unless  the  city  also  assumes  powers  of  authority  over 
any  portion  of  the  city,  and  that  the  authority  comes  into  existence 
in  each  city  by  statutory  declaration,  and  there  is  no  provision  in  the 
act  for  protests  to  its  formation. 

However,  the  other  two  acts  do  definitely  set  up  a  special  district 
to  provide  for  vehicle  parking.  In  line  with  the  decision  to  consolidate 
these  two  acts  into  one  act,  certain  sections  of  each  act  containing 
similar  provisions  were  combined  into  one  section  for  each  provision. 
Therefore,  following  the  outline  of  provisions,  as  set  out  in  the  Analysis 
of  California  District  Laws,  the  committee  decided  to  combine  the 
provisions  dealing  with  functions,  formation,  protests  to,  changes  of 
boundaries  and  governing  hody.  However,  the  sections  containing  the 
provisions  dealing  with  area  covered,  bonds  and  assessments,  were  kept 
in  the  alternative,  since  these  provisions  were  substantially  different. 
This  was  done  so  that  an  area  could  still  form  a  parking  district  and 
have  the  choice  of  using  those  provisions  that  would  best  suit  their 
needs  and  demands.  This  was  intended  to  meet  the  objection  raised  that 
consolidation  of  these  two  acts  was  not  possible  because  both  acts 
provide  for  alternative  methods  of  financing,  and  an  area  or  a  city 
should  have  a  choice  of  method. 

Beside  the  question  of  consolidation,  it  w^as  pointed  out  at  the  hear- 
ing that  none  of  the  three  acts  involved  contained  dissolution  clauses. 
Therefore,  in  line  with  the  committee's  policy  to  insert  such  clauses 
into  special  district  acts,  it  was  decided  that  such  a  provision  be  put 
into  the  Parking  Authorities  Act  of  1949,  and  a  similar  provision  be 
placed  in  the  new  consolidated  act. 
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PART   III 

CEMETERY  DISTRICTS 

Presently  there  are  approximately  240  cemetery  districts  in  the  State. 
According 'to  the  1958  Annual  Eeport  on  Special  Districts  published  by 
the  State  Controller,  all  of  the  cemetery  districts  except  for  one  and 
thirteen,  for  which  the  authority  is  unknown,  are  formed  under  the 
Public  Cemetery  District  Act,  H.  &  S.  8990-9225.  The  one  not  formed 
under  this  act  is  located  in  Lassen  County  and  is  formed  under  the 
Public  Cemeteries  Act,  H.  &  S.  8125-8133,  which  gives  a  city  or  a  county 
the  authority  to  set  aside  live  acres  of  public  lands  situated  in  or  near 
the  city  or  town  for  burial  purposes.  ... 

The  committee  decided  to  include  this  area  into  its  special  district 
hearings  in  San  Francisco  to  investigate  the  possibility  of  repealing  this 
little-used  section  of  the  code  and  thus  leave  only  one  cemetery  district 
act.  This  action  was  initially  prompted  both  by  the  code  commissioners 
note  found  in  the  Deering  Codes  which  stated:  "The  provisions  of 
Sections  8125-8133  relating  to  public  cemeteries  may  be  obsolete  m 
fact,  as  it  mav  be  that  there  are  no  lands  noAv  available  for  the  estab- 
lishment of  such  cemeteries,"  and  the  fact  that  the  controller's  report 
listed  both  acts  as  authorization  for  cemetery  districts  in  the  State. 

At  the  hearing  it  was  pointed  out  by  the  following  testimony  of 
Martin  Anderson,  Chief  of  the  Division  of  County  Budget  Reports, 
State  Controller's  Office,  that  actually  the  cemetery  formed  under  this 
act  and  any  which  would  be  formed  in  the  future  should  not  be  in  the 
true  sense  of  the  word  be  considered  as  special  districts. 

One  cemetery  district  is  shown  in  the  report  as  a  special  district 
under  the  provisions  of  Health  and  Safety  Code  Sections  8125-8133. 
This  is  because  that  county  treats  it  as  a  special  district  and  it 
has  been  shown  in  the  report  as  such  rather  than  to  omit  it  from 
all  reporting.  We  believe  that  this  is  a  part  of  the  county  operation 
and  should  be  included  within  our  report  of  Financial  Transactions 
concerning  Counties,  instead  of  the  report  concerning  Special  Dis- 
tricts. No  attempt  has  been  made  to  determine  how  many  counties 
and  cities  operate  cemeteries  under  these  provisions  but  it  is  possi- 
ble that  there  are  quite  a  few.  As  this  appears  to  be  the  only  pro- 
vision whereby  a  city  or  county  can  operate  a  cemetery,  it  might 
be  desirable  to  retain  the  provision.  Repeal  of  the  act  could  mean 
that  the  only  remaining  action  would  be  to  form  a  cemetery  dis- 
trict. There  might  be  cases  where  it  would  seem  desirable  to 
operate  a  cemetery  by  a  county  or  city  rather  than  the  formation 
of  a  new  district  for  the  purpose. 

As  a  result  of  this  testimony,  the  committee  contacted  the  district 
attorney  in  Lassen  County  to  inquire  concerning  the  status  of  this 
cemetery.  His  reply  stated  that  after  a  study  was  made  by  his  office, 
it  was  decided  that  no  public  cemetery  district  was  ever  formed  under 
H.  &  S.  8125-8133,  and  that  the  county  will  not  report  this  cemetery 
as  a  special  district  in  the  future. 

Especially  in  view  of  the  testhiiony  of  Mr.  Anderson  and  Lassen 
County's  reply,  it  was  decided  to  leave  this  act  alone  since  it  actually 
did  not  authorize  a  special  district  but  rather  was  a  part  of  a  county 
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or  city  function,  and  also  because  it  might  be  of  some  use  to  a  few  of 
the  small  population  counties. 

Also  at  the  hearing,  Mr.  Alan  C.  Brown,  President,  California  Associ- 
ation of  Public  Cemeteries,  testified  that  his  organization  was  making 
a  complete  review  of  the  code  concerning  cemetery  districts: 

One  of  our  major  projects  for  the  next  few  years  is  to  go  over 
the  code  under  which  we  operate  and  trj^  to  correct  some  of  these 
obsolete  passages.  I^ast  year  we  were  before  the  State  Legislature 
trying  to  do  some  of  those  things ;  some  we  did  get  through  and 
some  we  did  not.  In  the  future  we  will  trj^  to  correct  even  more 
of  these  obsolete  passages. 
During  the  course  of  the  hearing  it  wasvpointed  out  that  the  Public 
Cemetery  District  Act  had  no  dissolution  clause.  In  view  of  the  com- 
mittee's policy  to  require  that  most  special  district  acts  contain  dis- 
solution procedures,  it  was  decided  to  put  in  such  a  clause. 

In  addition  to  the  above  testimony,  the  committee  heard  statements 
concerning  the  question  of  requiring  cemetery  districts  to  set  up  an 
endowment  care  fund.  In  support  of  this,  Mr.  Robert  M.  Wash,  County 
Counsel  of  Fresno  County  in  a  written  presentation  submitted  to  the 
committee,  testified  as  follows : 

...  I  would  suggest  that  the  committee  seriously  consider  the 
advisability  of  requiring,  by  mandatory  language,  all  public  ceme- 
tery districts  to  set  up  an  endowment  care  fund  in  accordance 
with  Section  8738  of  the  Health  and  Safety  Code,  which  is  a 
requirement  for  private  endowment  cemeteries.  This  should  reduce 
and  ultimately  practically  eliminate  the  burden  upon  the  general 
taxpayer  of  maintenance  of  graves  of  public  cemetery  district 
cemeteries. 

However,  Mr.  Brown  of  the  California  Association  of  Public  Ceme- 
teries opposed  the  plan,  stating  that  in  his  association  they  believe 
the  people  voted  in  these  districts  and  expect  to  pay  tax  money  to 
support  them,  and  then  not  to  have  to  come  back  and  pay  again  in 
endowment  care.  The  committee  decided  not  to  take  any  action  on 
the  problem  at  this  time  since  the  main  interest  of  the  committee 
was  to  effectuate  consolidation  and/or  elimination  of  special  districts 
and  the  committee  felt  that  the  endowment  care  problem  Avas  a  field 
of  study  in  itself. 

PART   IV 

DISTRICTS  RELATING  TO  THE  CONTROL  AND 
DISPOSITION  OF  GARBAGE 

According  to  the  Legislative  Counsel's  Analysis  of  California  Dis- 
trict Laws,  there  are  four  main  acts  which  deal  with  the  control 
or  disposition  of  garbage.  Actually,  in  the  chart  found  on  page  244  of 
the  main  report  (1954)  there  are  five  such  acts  listed.  However,  one 
of  these,  the  Local  Health  District  Act,  deals  with  health  inspection 
of  garbage  disposal  works  and  other  works  only,  and  further,  that  act 
was  amended  in  the  1959  Session  so  that  no  more  of  these  districts 
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could  be  formed  after  October,  1959.  Consequently,  the  committee  in 
its  study  limited  itself  to  the  other   four  acts  which  are: 

1.  County  Sanitation  Districts  Act— H.  &  S.  4700-4859. 

2.  Garbage  Disposal  Districts  Act— H.  &  S.  4100-4163. 

3.  Garbage  and  Refuse  Disposal  Districts— H.  &  S.  4170-4197. 

4.  Sanitary  Districts  (Act  of  1923)  H.  &  S.  6400-6917. 
(For  the  purpose  of  clarity  in  this  report,  the  County  Sani- 
tation Districts  Act  and  the  Sanitary  Districts  Act  will  be 
called  the  "sanitation"  acts  and  the  Garbage  Disposal  Dis- 
tricts Act  and  the  Garbage  and  Refuse  Disposal  Districts 
Act  will  be  called  the  "garbage"  acts.) 

The  two  "sanitation"  acts  are  also  the  two  main  sewer  districts 
acts  now  in  operation  in  California.  During  the  interim  of  1957-59,  this 
committee  made  an  intensive  study  into  the  sewer  district  acts  and 
as  a  result,  published  a  report  entitled  Special  Districts  in  the  State 
of  California :  Problems  in  General  and  the  Consolidation  of  Sewer  and 
Fire  District  Acts.  In  this  report,  the  findings  of  the  committee  were 
stated  as: 

Following  the  recommendations  of  witnesses  at  the  hearings,  in 
conjunction  with  research  on  the  subject,  it  would  seem  that  the 
following  assumptions  could  be  made: 

1.  It  is  desirable  to  retain  the  existing  County  Sanitation  District 
and  the  Sanitary  District  Act  of  1923.  .  .  . 

According  to  the  1959  Annual  Report  on  Special  Districts  published 
by  the  State  Controller,  there  are  approximately  104  districts  formed 
under  the  County  Sanitation  Districts  Act,  16  under  the  Garbage 
Disposal  Districts  Act,  2  under  the  Garbage  and  Refuse  Disposal 
Districts  Act  and  127  under  the  Sanitary  Districts  Act. 

Research  of  all  four  acts  showed  that  the  two  sanitation  acts,  besides 
dealing  with  sewage,  also  dealt  with  the  control  and  disposition  of 
garbage.  In  comparing  these  functions  with  the  functions  listed  in  the 
two  g-arbage  acts,  the  committee  found  quite  a  bit  of  similarity  and 
the  functions  of  the  two  garbage  acts  seemed  to  be,  to  a  great  extent, 
covered  by  the  two  sanitation  acts.  This  was  the  main  reason  why 
the  committee  decided  to  include  these  four  acts  in  the  special  district 
hearing  to  see  if  there  could  be  some  consolidation.  Actually,  the 
committee  was  not  inquiring  into  the  possibility  of  consolidating  the 
two  sanitation  acts  since  it  had  already  decided  not  to  do  that  during 
the  last  interim,  but  rather  whether  one  or  both  of  the  garbage  acts 
could  be  consolidated  into  one  or  both  of  the  sanitation  acts,  or  whether 
one  of  the  garbage  acts  could  be  eliminated  entirely. 

Possible  Consolidation  of  One  or  Both  of  the  "Garbage"  Dishict  Acts  with 
One  or  Both  of  the  "Sanitation"  Acts 

Mr.  Joseph  Gill,  Counsel,  County  Sanitation  Districts  of  Los 
Angeles  County,  was  one  of  the  chief  witnesses  at  this  hearing.  He 
confined  his  comments  to  the  subject  of  consolidation  of  the  two  gar- 
bage acts  with  the  County  Sanitation  District  Act,  as  it  relates  to  the 
County  of  Los  Angeles.  His  main  contention  was  that  he  did  not 
believe  that  such  a  consolidation  would  be  feasible. 
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One  of  the  reasons  tliat  he  gave  for  this  position  was  that  in  1957 
the  County  Sanitation  District  Act  was  amended  so  that  the  power  to 
collect  garbage  from  house  to  house  was  removed  from  the  act.  This 
was  done  at  the  insistance  of  the  Los  Angeles  County  Sanitation  Dis- 
tricts because  of  serious  local  problems  which  had  existed  in  regard 
to  collections  in  that  county.  Thus,  under  the  act  today  the  district 
cannot  engage  in  any  local  collection.  Therefore,  should  there  be  a  con- 
solidation of  the  acts,  the  County  Sanitation  District  Act  would  have 
to  be  amended  to  put  this  poAver  back  in.  This  would  again  raise  serious 
problems  in  Los  Angeles  County,  as  was  brought  out  by  the  following 
testimony  of  Mr.  A.  R.  Rawn,  former  Chief  Engineer  and  General 
Manager  of  the  Los  Angeles  County  Sanitation  Districts : 

As  I  stated  before,  it  was  necessary  for  us  at  that  time,  and  that 
was  before  we  had  an  opportunity  to  ask  the  Legislature  to  amend 
the  law  to  eliminate  the  collection  feature,  to  enter  into  a  contract 
with  every  one  of  our  cities,  which  provided  that  they  would  act  as 
the  agent  of  the  sanitation  districts  for  the  sum  of  one  dollar  to  do 
their  own  collection.  That  was  the  contract  which  we  entered  into. 
That  smoothed  the  situation  out  and  it  is  the  understanding  there 
now,  in  the  growth  of  this  operation,  that  the  sanitation  districts 
will  not  enter  into  the  collection  business.  I  think  some  day  it  may 
be  possible  that  when  this  past  record  of  experience  is  more  or  less 
forgotten  by  the  present  generation  of  refuse  collectors  in  the 
southern  counties,  that  this  permissive  legislation  might  be  incor- 
porated, but  to  do  it  now  I  think  would  create  a  very  great  dis- 
turbance in  our  county,  if  it  does  not  in  some  of  the  others. 

Other  reasons  for  the  position  against  any  consolidation  of  the  acts 
were  given  by  Mr.  Gill  in  the  following  testimony : 

The  proposed  possible  consolidation  of  garbage  disposal  districts 
with  sanitation  districts  has  been  discussed  briefly  with  the  board 
of  directors  of  some  of  the  districts  and  their  general  position  is 
that  they  do  not  welcome  or  desire  the  consolidation  of  garbage 
disposal  districts  with  county  sanitation  districts  and  they  know 
of  no  reason  why  the  garbage  disposal  districts  should  be  elim- 
inated. 

Perhaps  it  is  also  worth  noting  that  the  Sanitation  Districts 
have  an  ad  valorem  tax  on  real  property  in  the  district,  and  that 
a  separate  assessment  is  made  for  sewage  disposal  and  a  separate 
assessment  is  made  for  refuse  transfer  and  disposal.  The  garbage 
disposal  districts  levy  taxes  on  both  real  and  personal  property. 
Should  garbage  disposal  districts  be  consolidated  with  the  county 
sanitation  districts,  it  would  impose  a  third  level  of  tax  assess- 
ment by  the  district.  .  .  . 

The  garbage  disposal  districts  in  Los  Angeles  County,  in  fact, 
are  confined  to  servicing  the  unincorporated  areas  and  are,  in 
popular  contemplation,  simply  a  department  of  the  county.  The 
nine  garbage  disposal  districts  (in  the  county)  have  the  board 
of  supervisors  as  their  governing  body,  and  the  districts  are  ad- 
ministered under  the  Division  of  Sanitation  of  the  County  Health 
Office.  The  mayors,  on  the  other  hand,  of  the  cities  which  consti- 
tute 57  of  the  62  members  of  the  board  of  directors  of  the  20  saui- 


SPECIAL  DISTRICT  PROBLEMS  21 

tation  districts  simply  are  uot  anxious  to  take  over  this  county 
function  and  operation — at  least  not  until  asked  by  the  county 
to  do  so. 

However,  the  opposite  view  was  taken  by  Mr.  John  A.  Nejedly,  Jr., 
District  Attorney  of  Contra  Costa  County.  He  took  the  view  that  the 
two  garbage  acts  could  be  eliminated  since  he  saw  no  reason  for  their 
continuation  in  view  of  the  existing  general  controls  that  could  be  exer- 
cised through  the  sanitation  districts  and  through  the  1923  Sanitary 
Districts  Act.  He  further  suggested  that  the  County  Sanitation  District 
Act  be  broadened  to  include  the  permissive  power  that  the  board  may 
enter  into  the  collection  of  garbage  itself.  He  stated  in  part : 

We  feel  that  with  the  alternative  powers  of  the  board  to  enter 
into  garbage  disposal  and  human  waste  disposal  under  a  sanitation 
district,  similar  alternate  powers  under  the  1923  Sanitary  Districts 
Act,  the  establishment  of  some  general  franchise  requirements, 
and  the  adoption — the  compulsory  adoption — of  a  master  plan  of 
waste  disposal  in  the  county  which  would  be  applicable  to  both 
types  of  districts,  we  would",  in  our  county  at  least,  have  gone  a 
long  way  to  solve  our  problems. 

The  Possible  Eliminafion  of  One  or  Both  of  the  "Garbage"  Acts 

The  committee  at  the  same  time  looked  into  the  question,  if  consolida- 
tion could  not  be  effected  as  such,  whether  possibly  there  could  be  an 
elimination  of  one  of  the  garbage  acts. 

Mr.  Gill,  after  listing  his  objections  to  the  possible  consolidation  of 
the  garbage  acts  with  the  County  Sanitation  Districts  Act,  stated  that 
there  might  be  a  possibility  for  doing  so  by  tesifying : 

The  objections  just  mentioned  perhaps  suggest  that  elimination 
rather  than  consolidation  of  garbace  disposal  districts  would  be 
more  appropriate  and  advisable.  However,  the  sanitation  districts 
are  reticent  to  suggest  elimination  of  the  garbage  disposal  dis- 
tricts :  first,  for  the  reason  that  from  all  indications  the  latter  are 
doing  a  very  creditable  job;  and  secondly,  if  Act  2  (Garbage  Dis- 
posal Districts  Act)  were  repealed  and  eliminated,  it  would  prob- 
ably require  all  refuse  and  garbage  collection  and  disposal  in  unin- 
corporated areas  to  be  done  by  private  operators.  Perhaps  this 
might  be  deemed  by  some  to  be  a  good  result,  but  the  sanitation 
districts  do  not  commend  or  embrace  the  idea. 

.  .  .  However,  from  an  examination  of  the  statutory  provisions 
of  Act  2  and  3  alone  (the  garbage  acts)  it  would  appear  that  per- 
haps, as  a  minimum.  Act  3  (the  Garbage  and  Kef  use  Disposal 
District)  could  be  eliminated.  The  only  substantial  differences 
between  Act  2  and  Act  3  are  these :  the  governing  body  of  Act  2 
districts  is  the  board  of  supervisors,  whereas  the  governing  body 
of  Act  3  districts  is  a  board  of  trustees  appointed  by  the  board  of 
supervisors,  if  it  is  an  unincorporated  territory,  and  if  cities  are 
within  the  district,  by  the  city  councils  as  well.  Title  to  property 
of  Act  2  districts  is  in  the  County  and  of  Act  3  districts  in  the 
District.  Act  2  districts  have  no  power  to  incur  bonded  indebted- 
ness, whereas  Act  3  districts  do  have  such  power.  Act  2  dis- 
tricts tax  both  real  and  personal  property,  whereas  Act  3  districts 
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tax  only  real  property.  It  would  appear  that  Act  2  districts  are 
capable  of  doing  all  that  Act  3  districts  do  except  issue  bonds. 
Should  this  be  desirable,  Act  2  could  be  amended  to  provide  for 
bonding. 

As  mentioned  earlier  in  this  report,  Mr.  John  Nejedly  testified  that 
as  far  as  his  county  v^^as  concerned,  the  two  garbage  acts  could  be  elimi- 
nated because  he  thought  the  two  sanitation  acts,  properly  amended, 
could  take  care  of  garbage  disposal. 

Mr.  Dean  Haug,  Manager,  South  San  Mateo  County  Garbage  and 
Refuse  Disposal  District,  which  is  one  of  the  two  districts  in  the  State 
formed  under  the  Garbage  and  Refuse  Disposal  District  Act,  testified 
that  his  area  was  having  some  difficulty  v^ith  the  act  in  that  they  felt 
they  would  like  an  act  with  a  little  greater  degree  of  flexibility,  espe- 
cially in  the  makeup  of  the  governing  body  and  in  the  power  to  change 
the  budget.  As  to  the  possible  elimination  of  this  act  he  testified: 

Basically,  we  feel  that  either  this  Act  ought  to  be  enlarged  or 
it  ought  to  be  consolidated  with  another  Act.  We  have  no  par- 
ticular urge  for  the  continuation  of  the  Act  other  than  the  proper 
flexibility  for  us  to  operate  effectively  in  the  performance  of  gar- 
bage and  refuse  disposal. 

PART   V 

FINDINGS  AND  RECOMMENDATIONS  OF  THE  COMMITTEE 

After  studying  the  recommendations  of  the  witnesses  at  the  hearings 
and  in  conjunction  with  research  on  the  subject,  it  would  seem  that 
the  following  assumptions  and  recommendations  could  be  made: 

1.  Continue  the  policy  of  the  Committee  as  established  in  the  1957 
interim  and  not  consolidate  the  two  sanitation  districts  acts. 

2.  In  view  of  the  testimony  of  the  witnesses  from  Los  Angeles  County 
concerning  the  problem  of  the  county  sanitation  districts  going 
into  the  active  collection  business,  the  Committee  at  this  time  de- 
cided not  to  consolidate  either  of  the  two  garbage  acts  into  the 
two  sanitation  acts.  This  would  meet  the  objections  raised  by  Mr. 
Gill  and  Mr.  Rawn. 

3.  Amend  the  Garbage  and  Refuse  Disposal  District  Act  so  that  no 
more  districts  could  be  formed  under  the  Act  but  at  the  same  time 
permit  those  districts  now  in  existence  to  continue  operating.  The 
main  reason  for  this  is  that  the  Committee  felt  that  the  Garbage 
Disposal  District  Act  is  capable  of  doing  all  that  this  Act  does 
if  some  minor  amendments  are  made.  Also,  this  recommendation  is 
based  in  part  on  the  testimony  of  both  Mr.  Nejedly  and  Mr.  Gill 
in  which  they  stated  that  this  act  is  not  necessary  in  view  of  the 
existence  of  the  other  acts,  coupled  with  the  statement  of  Mr.  Haug 
that  his  people  had  nor  particular  urge  for  its  continuance.  This 
procedure  also  will  permit  Mr.  Haug  and  his  district  to  amend  the 
Act  to  obtain  more  flexibility  if  they  so  desire. 

4.  Amend  the  Garbage  Disposal  District  Act  to  provide  that  if  an 
area  decides  to  operate  only  a  disposal  site,  then  it  could  issue 
bonds  as  now  permitted  under  the  Garbage  and  Refuse  Dis- 
posal Act. 


CHAPTER  3 

CONSOLIDATED   FIRE  DISTRICT  BILL 

A.  INTRODUCTION 
During  the  1957-1959  interim,  the  Committee,  in  its  continuing  study 
on  special  district  problems,  devoted  a  great  deal  of  time  to  the  possi- 
bility of  consolidating  certain  fire  district  acts.  As  a  result  of  this  study, 
an  interim  report  was  published  covering  this  subject  and  abo  the 
consolidation  of  certain  sewer  acts.  That  portion  of  the  report  listing 
the  summary  of  findings  as  it  relates  to  fire  protection  districts  reads 
as  follows: 

SUMMARY  OF  FINDINGS 

1.  The  law  presently  authorizes  a  fire  protection  district  to  form 
under  the  provisions  of  four  fire  protection  district  acts. 

2.  Only  two  of  these  acts  are  being  used  extensively,  the  County 
Fire  Protection  District  Act  and  the  Local  Fire  District  Act. 

3.  These  two  acts  are  quite  similar  in  their  provisions  and  opera- 
tion with  one  major  exception— their  type  of  governing  board. 

-1.  The  local  fire  district  is  governed  by  an  independently  elected 
governing  board,  while  the  county  fire  protection  district  is  gov- 
erned by  the  county  board  of  supervisors  or  a  board  appointed 

bv  them.  ^      j  • 

5.  In  general,  witnesses  at  the  hearings  agreed  that  these  two  hre  dis- 
trict acts  could  be  consolidated  if  some  provision  were  made  to 
retain  both  types  of  governing  bodies. 

In  addition,  the  report  listed  the  following  recommendations : 
On  the  basis  of  evidence  presented  to  the  committee  by  witnesses 
in  the  course  of  the  hearing,  as  well  as  research  work  independently 
conducted  by  the  committee  staff,  the  following  recommendations  are 
hereby  submitted : 

1  The  two  major  fire  district  acts,  namely,  tlie  Local  Fire  Protec- 
tion District  Act  and  the  County  Fire  Protection  District  Act 
should  be  combined  into  a  Consolidated  Fire  Protection  Act  o± 
1959.  Provisions  for  such  consolidation  should  follow  the  proce- 
dure followed  bv  the  committee  in  the  consolidation  of  the  Park, 
Recreation  and  Parkway  District  Law  enacted  at  the  1957  Regular 
Session  of  the  Legislature;  and 

2  The  Fire  Protection  Districts  in  One  or  More  Counties  Act  ana 
the  Metropolitan  Fire  Protection  District  Act  should  be  repealed. 

As  a  result  of  this  interim  study  and  report,  A.B.  920  was  introduced 
during  the  1959  General  Session.  The  Legislative  Counsel  s  Summary 
Digest  of  this  bill  basically  outlines  the  purpose  of  the  measure : 

AB    920  repeals  the  provisions  providing  for  the  formation  of 
local  fire  districts,  metropolitan  fire  protection  districts,  county 

(23) 
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fire  protection  districts,  and  fire  protection  districts  in  one  or  more 
counties.  Substitutes  therefor  the  Fire  Protection  District  Law 
of  1959. 

Allows  existing  districts  created  or  organized  under  any  of  the 
provisions  repealed  to  continue  to  exist  and  exercise  any  of  the 
powers  conferred  upon  them  by  such  provisions  until  five  years 
after  the  effective  date  of  the  new  law.  Permits  any  such  district 
prior  to  that  time  to  elect  to  come  under  the  new  law  and  provides 
that  any  district  which  does  not  do  so  shall  thereafter  automati- 
cally be  considered  to  be  a  district  formed  under  the  Fire  Pro- 
tection District  Law  of  1959. 

Provides  for  the  formation  of  fire  protection  districts  under  the 
Fire  ProtectionDistrict  Law  of  1959,  specifies  the  procedures  there- 
for, and  sets  forth  the  general  powers  and  methods  of  organiza- 
tion, operation,  government,  consolidation,  reorganization,  and 
dissolution  of  such  districts. 

Authorizes  such  districts  to  levy  taxes  and,  with  the  approval 
of  the  voters,  to  issue  bonds. 

A.B.  920  passed  the  Assembly  but  failed  on  the  floor  of  the  Senate 
on  the  last  night  of  the  Session.  Last  minute  confusion  as  to  whether 
this  bill  actually  was  the  highly  controversial  Metropolitan  Fire  Dis- 
trict Bill,  A.B.  919,  or  not,  is  cited  by  many  as  being  the  reason  for 
its  failure  to  pass  the  Senate.  As  a  result,  the  subject  matter  was  re- 
ferred back  to  the  committee  for  further  interim  studj^ 

B.  PRESENT  FINDINGS  AND  RECOMMENDATIONS 

As  part  of  its  current  interim  study  on  special  district  problems, 
the  committee  held  a  hearing  in  Los  Angeles  on  October  26,  1960,  a 
portion  of  which  was  assigned  for  the  purpose  of  reviewing  the  sub- 
ject of  consolidation  of  certain  fire  district  laws,  as  proposed  in  A.B. 
920  of  the  1959  General  Session.  The  committee  at  that  time  briefly 
reviewed  its  findings  and  recommendations  of  the  1957-1959  interim 
on  the  subject  and  discussed  the  possibility  of  reintroducing  the  meas- 
ure. 

Support  for  the  reintroduction  of  the  bill  came  from  both  the 
League  of  California  Cities  and  the  California  County  Supervisors 
Association.  In  calling  for  support  of  legislation  of  this  type,  Lewis 
Keller,  representing  the  League,  stated : 

As  you  will  recall,  the  League  of  California  Cities  supported 
A.B.  920  at  the  1959  Kegular  Session  after  a  few  amendments  had 
been  adopted  to  meet  specific  problems  particularly  relating  to  the 
subjects  of  withdrawal  and  distribution  of  a  district's  assets  fol- 
lowing inclusion  of  a  district's  territory  by  annexation,  incorpora- 
tion, or  otherwise.  After  these  amendments  were  adopted,  we  gave 
our  full  support  to  the  bill.  For  that  reason,  we  feel  safe  in  stating 
that  we  would  again  support  a  bill  of  this  type.  We  feel  that  there 
is  a  general  need  for  legislation  to  consolidate  the  special  district 
acts,  and  that  the  earlier  efforts  in  connection  with  recreation  dis- 
tricts and  other  types  of  special  districts  were  very  definitely 
worthwhile. 
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Mr.  Jack  Merelman,  representing  the  Supervisors  Association,  shared 
the  sentiments  of  the  league  by  testifying  : 

We  hasten  to  applaud  the  work  of  the  committee  in  this  most 
vexatious  area  aud  we  too  will  support  you  wholeheartedly  were 
a  bill  along  this  line  to  be  introduced  in  the  next  session.  We 
certainly  think  it  is  a  step  in  the  right  direction. 

As  a  result  of  this  review  of  the  subject  matter,  the  committee 
strono-ly  believes  that  its  findings  and  recommendations,  as  recorded 
in  the  1957-59  Interim  Committee  Report,  still  are  sound,  and  m  light 
of  this  the  committee  unanimously  recommends  that  A.B.  920,  as  last 
amended  on  Mav  28.  1959,  be  reintroduced  at  the  1961  General  Session 
as  a  work  product  of  the  committee  and  that  it  be  labeled  and  carried 
as  a  committee  bill. 


CHAPTER  4 

POSSIBLE  STEPS  TO   INFORM  THE  PUBLIC  OF  THE 

EXISTENCE  AND  THE  OPERATIONS  OF 

SPECIAL  DISTRICTS 

During  its  study  of  special  district  problems,  the  committee  has  dis- 
covered the  widespread  lack  of  knowledge  on  the  part  of  the  average 
citizen  concerning  the  existence  of  this  type  of  government.  The  com- 
mittee, along  with  others,  has  come  to  the  conclusion  that  the  average 
citizen  usually  is  not  aware  of  the  existence  of  certain  special  districts, 
and  if  he  does,  he  does  not  know  how^  they  operate.  These  citizens  are 
located  both  in  the  incorporated  and  unincorporated  areas  of  the  State. 
The  average  citizen  looks  to  the  city  or  to  the  county  for  governmental 
functions  and  services  and  he  usually  does  not  realize  that  his  recrea- 
tion needs  or  fire  defense  needs  are  being  met  by  a  special  district  set 
up  and  operated  for  that  purpose.  As  an  example,  the  average  metro- 
politan area  resident,  on  the  whole,  would  need  to  keep  in  touch  with 
the  officers  and  activities  of  as  many  as  8  or  10  special  districts;  the 
facts  indicate  that  he  does  not.  Because  of  their  numbers  and  the  small 
scale  of  their  operations,  there  is  little  general  public  interest  in  their 
every  day-to-day  activities.  The  meetings  of  the  governing  boards  are 
not  well  publicized,  are  not  usually  covered  by  the  press,  and  do  not 
draw  an  audience.  In  the  Sacramento  metropolitan  area,  for  example, 
where  from  50  to  75  percent  of  the  registered  voters  can  be  expected  to 
turn  out  for  a  city  election,  30  percent  is  regarded  as  an  excellent 
showing  in  a  district  election.  Voting  records  indicate  that  a  10  percent 
turnout  is  about  average.  In  fact,  it  is  a  common  special  district  prac- 
tice of  certifying  as  elected  a  noncontested  slate  usually  composed  of 
members  of  the  incumbent  board. 

Many  reasons  have  been  cited  as  the  cause  for  this  widespread  lack 
of  knowledge.  Among  the  leading  ones  is  the  fact  that  many  people 
are  not  aware  of  the  amount  of  taxes  which  are  levied  by  the  special 
districts  in  their  area.  This  has  come  about  because  in  certain  counties, 
and  until  recently  in  a  great  number  of  them,  the  annual  tax  bill  was 
not  broken  down  as  to  the  exact  amount  being  charged  by  each  govern- 
mental unit.  People  would  think  that  all  their  taxes  went  to  the  agency 
which  sent  out  the  tax  bill,  which  usually  was  the  county.  They  did 
not  realize  that  a  portion  of  the  taxes  was  attributable  to  a  recreation 
district,  a  fire  district,  or  a  sewer  district,  etc.  Also,  in  many  cases  these 
tax  bills  are  never  seen  by  the  individual  taxpayer  since  they  are  sent 
directly  either  to  the  mortgage  holders  or  the  banking  houses. 

At  the  suggestion  of  some  of  the  organizations  involved  in  studying 
special  district  problems,  such  as  the  County  Supervisors  Association 
of  California  and  the  Contra  Costa  Taxpayers  Association,  the  com- 
mittee decided  to  devote  some  time  to  finding  a  method  or  means  to 
alert  the  general  public  of  the  existence  and  operations  of  the  special 
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districts.  This  was  done  on  the  theory  that  in  order  to  have  good  and 
sound  government  on  any  level,  whether  it  be  on  the  state  level,  city 
level,  county  or  district  level,  a  well-informed  electorate  is  necessary. 
As  a  result  of  this,  the  committee  devoted  a  portion  of  its  hearing 
on  June  15,  1960,  in  Sacramento  to  this  subject.  In  advance  of  the 
hearing,  the  committee  invited  by  letter  a  large  number  of  witnesses 
representing  taxpayers'  associations,  county  government,  district  gov- 
ernment, etc.,  and  asked  them  to  comment  on  the  overall  problem  in 
general  and  specifically  on  the  following  two  proposals  : 

a.  Introduction  of  legislation  which  would  require  all  special  districts 
to  file  with  the  county  auditor  in  the  county  or  counties  in  which 
they  were  located  a  copy  of  their  budget,  or,  if  they  did  not  have 
one,  a  statement  to  that  effect. 

b.  Introduction  of  legislation  which  would  require  all  county  tax 
collectors  to  itemize  on  each  tax  bill  the  amount  of  taxes  being 
assessed  by  each  special  district. 

FILING  A  COPY  OF  THE   BUDGET  WITH  THE  COUNTY  AUDITOR 

In  general,  most  of  the  witnesses  agreed  that  requiring  each  special 
district  to  file  a  copy  of  its  budget  with  the  county  auditor  Avould  help 
the  taxpayer  to  get  a  true  picture  of  the  performance  of  special  dis- 
tricts. This  was  brought  out  by  the  following  testimony  of  Kobert  C. 
Brown,  representing  the  California  Taxpayers'  Association: 

''The  proposal  to  require  special  districts  to  file  a  copy  of  then- 
budget  with  the  county  auditor's  office  is  certainly  apropos  at  this 
time.  Counties,  school  districts,  special  districts,  and  most  all  poli- 
tical subdivisions  on  the  local  level  are  right  now  in  the  midst  of 
preparing  their  next  year's  budgets.  We  have  known  for  a  long 
time  that  we  could  not  get  a  look  at  the  true  total  cost  of  local 
government  because  certain  jurisdictions  were  not  reporting  their 
expenditures.  If  the  taxpayer  is  to  be  better  able  to  evaluate  the 
service  for  which  he  is  paying,  he  is  certainly  entitled  to  at  least 
have  a  look  at  the  expenditure  program. 

"...  It  is  a  subject  of  deep  concern  to  many  of  us  in  this  field, 
on  which  we  are  not  able  to  arrive  at  objective  studies,  because 
the  information  is  not  readily  available.  This  proposal,  if  enacted 
into  law,  will  give  the  taxpayer  a  better  opportunity  to  measure 
the  performance  of  a  special  district  in  relation  to  another  special 
district  providing  the  same  service.  If  he  is  aware  of  these  costs, 
he  might  be  more  interested  in  special  districts  and  special  district 
law  consolidations,  and  not  be  so  easily  misled  by  the  self-interested 
individual  who  is  often  responsible  for  the  defeat  of  such  consoli- 
dations. California  Taxpayers'  Association  certainly  recommends 
that  this  proposal  be  enacted  into  law. 

Two  other  advantages  of  this  requirement  which  were  mentioned 
were,  first,  it  would  force  some  of  the  special  districts  which  were  oper- 
ating without  a  budget  to  develop  one,  and  second,  it  would  aid  tax- 
payers' organizations  and  the  press  to  review  the  financial  programs  of 
all  governmental  entities  within  their  area.  These  dual  advantages  Avere 
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pointed  out  by  Harry  L.  Morrison,  Jr.,  Executive  Director,  Contra 
Costa  Taxpayers'  Association: 

"Legislation  to  require  that  all  special  districts  tile  a  copy  of 
their  budgets  with  the  county  auditor's  office  in  the  county  or 
counties  in  which  they  are  located  was  initiated  at  the  direct  re- 
quest of  the  Board  of  Directors  of  the  Contra  Costa  County  Tax- 
payers' Association.  The  directors  felt  that  many  special  districts 
are  now  virtually  without  financial  control  or  review  by  the  citi- 
zenry because  of  the  multiplicity  of  special  districts  within  most 
metropolitan  counties  and  the  inability  of  citizens'  organizations, 
or  indeed  of  even  the  popular  mediums  of  communication  such  as 
the  newspapers,  to  review  the  financial  programs  of  many  of  the 
special  purpose  districts  wdthin  the  several  counties  of  California. 
For  instance,  I  myself,  representing  the  Taxpayers'  Association 
and  charged  with  the  duty  by  my  directors  of  reviewing  the  bud- 
gets at  least  annually  of  the  various  special  districts  in  Contra 
Costa  County,  find  this  physically  impossible.  My  staff  and  I  are 
simply  unable  to  visit  the  over  150  separate  offices  of  the  special 
districts  within  Contra  Costa  County  to  attempt  to  review  these 
budgets.  Another  reason  why  we  have  made  this  recommendation 
is  in  the  hope  that  it  will  force  some  of  these  special  districts  to 
develop  budgets.  The  remarks  were  made  this  morning  that  some 
special  districts  do  not  have  budgets,  and  this  is  true.  Many  special 
districts  simply  set  a  tax  rate;  they  decide  how  much  of  a  lump 
amount  of  money  they  are  going  to  need,  or  they  simply  go  to  the 
maximum  of  their  tax  rate  and  they  establish  that,  and  then  they 
decide  what  they  are  going  to  do  with  it  after  they  get  the  money  in. 

"We  feel  that  forcing  the  districts  to  file  a  budget  in  the  county 
seat  once  a  year  would  place  them  under  the  force  of  public  opinion 
to  the  effect  that  they  would  have  to  develop  a  budget,  and  any 
budget  is  an  improvement  over  what  some  of  the  districts  presently 
carry  on  in  regard  to  their  financial  programs.  It  is  almost  unbe- 
lievable how  so  much  of  our  public  funds  are  handled  as  loosely 
as  they  presentlj^  are  in  many  of  the  special  districts  within  cer- 
tainly Contra  Costa  County.  Of  this  T  can  speak  from  experience, 
and  if  it  is  true  in  our  county,  then  it  must  be  true  in  other  coun- 
ties throughout  the  State  of  California.  It  would  also  give  such  or- 
ganizations as  my  own  and  other  citizen  organizations,  and  the 
press,  an  opportunity  to  review  on  a  comparative  basis  the  various 
financial  programs  of  the  special  districts,  and  we  feel  would  have 
a  real  effect  in  bringing  this  to  the  attention  of  the  public  toward 
creating  a  greater  economy  and  a  greater  attention  to  a  more  effec- 
tive and  efficient  practice  in  providing  the  public  services  which 
these  special  districts  are  noAv  designated  to  provide. 

"Some  of  these  financial  programs  of  the  special  districts  almost 
dwarf  the  annual  budgets  of  counties  in  California.  Some  of  them, 
as  a  matter  of  fact,  are  larger  in  geography  than  the  counties  of 
California.  Some  take  in  a  number  of  counties  and,  consequently, 
should  be  of  serious  concern  to  the  taxpayers  and  the  Legislators 
who  represent  such  citizens.  For  this  reason,  the  directors  thought 
it  of  great  importance  that  such  budgets  should  be  centralized 
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where  they  could  be  easily  reviewed  by  auy  citizen  who  desired  to 
acquaint  himself  with  the  proposed  expenditures  of  the  several 
governmental  units  within  his  county,  in  order  that  a  comparative 
viewpoint  could  be  obtained  of  the  expenditures  of  one  unit  of 
government  with  another.  The  arguments  proposed  by  the  repre- 
sentatives of  the  special  districts  to  prohibit  such  legislation  ap- 
pear to  be  based  upon  a  timidity  concerning  wliether  such  informa- 
tion should  be  made  easily  available  to  the  citizen  and  taxpayer. ' ' 

There  was  some  opposition  to  this  proposal  registered  at  the  hearing. 
The  objections  were  centered  around  two  main  grounds:  one  a  philo- 
sophical reason,  and  the  other,  that  this  proposal  might  result  in  a 
heavy  administrative  workload.  The  objection  based  on  philosophical 
reasons  was  made  by  Joseph  C.  Gill,  District  Counsel  of  the  County 
Sanitation  Districts  of  Los  Angeles,  and  the  Southeast  Park  and  Recrea- 
tion District : 

**  First,  I  would  like  to  say  with  respect  to  the  proposal  that 
copies  of  the  budget  be  furnished  to  the  county  auditor,  we  would 
object  to  that  on  philosophical  reasons.  We  believe  that  under  our 
present  system  of  government,  this  committee  and  the  Legislature 
should  not  discourage  or  destroy  what  I  call  comity  and  co-opera- 
tion between  public  bodies.  I  say  that  for  this  reason :  the  sanita- 
tion district,  for  example,  as  a  matter  of  practice,  does  furnish  to 
the  county  auditor  a  summary  each  year  of  all  the  budgets  of  the 
various  20  county  sanitation  districts  in  the  county.  The  park  dis- 
trict furnishes  some  similar  information  to  the  county.  I  have 
inquired  of  both  boards  of  directors  and  the  staffs  of  each  of  these 
respective  districts  and  am  informed  that  at  any  time  the  county 
board  of  supervisors  or  the  county  auditor  should  telephone  or 
write  and  ask  for  additional  information,  it  would  certainly 
promptly  be  furnished. 

"I  question  the  legislative  wisdom  of  putting  on  the  statute 
books  a  law  requiring  simple  comity  between  governmental  agen- 
cies. If  this  committee  had  tangible  evidence  before  it  of  a  request 
of  the  kind  that  I  mentioned  being  made  and  being  refused  by  a 
public  agency,  then  I  think  it  is  high  time  that  maybe  a  law  be 
placed  on  the  books  to  require  comity  to  be  performed  when  it 
was  not  performed,  but  until  such  time  as  there  is  evidence  of  the 
failure  of  co-operation  between  public  bodies,  I  question  the  wis- 
dom of  making  it  mandatory  to  do  so.  I  don 't  know  for  sure  what 
tangible  purpose  would  be  served  by  making  it  mandatory  to  sub- 
mit that  which,  in  my  opinion,  is  readily  available  upon  request. 

The  objection  based  on  the  ground  that  this  proposal  might  result 
in  a  heavy  administrative  workload  was  raised  by  Miss  Peggy  IMcElli- 
gott  of  the  law  firm  of  Kirkbride,  Wilson,  Harzfeld  and  Wallace  of  San 
Mateo.  However,  as  it  was  brought  out  in  the  testimony,  this  additional 
workload  of  processing  all  of  the  budgets  through  the  county  auditor's 
office  would  not  amount  to  much  since  the  main  purpose  of  this  pro- 
posal, as  envisioned  by  the  committee,  was  not  to  have  the  budgets 
filed  for  the  purpose  of  prior  auditing  and  approval  before  they  were 
adopted  by  the  districts  involved,  but  rather  only  for  the  purpose  of 
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publicizing  the  operations  of  the  district.  This  was  pointed  out  in  the 
following  exchanges  of  statements  between  Miss  McElligott  and  Chair- 
man Bradley: 

Miss  McElligott :  .  .  .  I  don 't  think  that  any  of  the  districts 
would  have  any  extreme  objection  to  merely  filing  a  copy  of  the 
budget.  I  think  that  the  feeling  is  primarily  one  that  filing  it  with 
the  county  may  put  some  county  officials  into  the  position  where 
they  believe  that  they,  then,  have  some  measure  of  control ;  this  is 
the  only  thing. 

Bradley:  Well,  that  might  occur.  Sometimes  I  think  there  are 
some  districts  in  some  counties,  at  least,  that  do  need  a  little  pub- 
licity in  regard  to  the  budgets  that  they  are  handling,  and  at  least 
by  providing  a  common  filing  place,  you  do  compel  these  districts, 
or  you  would  compel  these  districts — let 's  put  it  that  way — to  bring 
into  the  public  light  their  budget,  which  is  one  thing ;  and  secondly, 
there  would  be  a  common  and  central  location  where  these  budgets 
could  be  examined  by  the  public  if  they  desired  to  do  so. 

McElligott :  Assuming  that  it  is  purely  a  matter  of  filing  at  a 
central  office,  just  as  a  matter  of  public  record,  what  period  of 
time  are  you  contemplating  for  such  a  filing  ?  Would  it  be  required, 
say,  by  July  10th  ?  That  is  now  the  time  for  filing  with  the  county 
auditor. 

Bradley:  I  personally  don't  have  a  particular  feeling  on  that 
point ;  I  don 't  think  it  is  necessary  that  there  be  a  specific  time.  I 
think  there  should  be,  however,  a  requirement  that  within  a  fixed 
period  of  time  after  the  budget  has  been  adopted  a  copy  of  it  be 
filed  with  the  county  auditor 's  office.  This  would  not,  then,  impose 
upon  any  special  district  the  requirement  that  they  change  their 
procedure  as  to  the  time  for  the  adoption  of  the  budget  but  would 
still  make  that  information  available. 

In  addition  to  the  above  viewpoints,  some  of  the  witnesses,  agreeing 
with  the  suggested  proposal,  stated  that  it  did  not  go  far  enough  in 
giving  county  government  a  policy  of  procedural  control  over  inde- 
pendent board  special  districts.  This  viewpoint  is  exemplified  by  the 
following  excerpt  from  the  testimony  of  E.  R.  Stallings,  County  Mana- 
ger of  San  Mateo  County: 

"Filing  of  budgets  would  afford  no  means  of  policy  or  pro- 
cedural control,  however,  and  components  of  the  basic  problem 
involve  more  serious  matters  than  jurisdictional  identification  on 
the  tax  bill.  They  include  wide  dispersion  of  functional  responsi- 
bility, which  focuses  attention  on  local  affairs,  obscures  the  fact 
that  broader  interests  often  are  paramount,  and  hampers  efforts 
to  plan  and  administer  areawide  programs ;  multiplication  of  com- 
peting demands  upon  public  financial  resources  of  the  county, 
coupled  with  inadequate  fiscal  policy  review  and  control;  lack  of 
co-ordination  in  the  establishment  of  service  areas,  frequently 
creating  'islands'  of  territory  in  need  of  service  but  economically 
unable  to  provide  therefor;  and  duplication  of  facilities  and  pro- 
grams, resulting  in  unnecessarily  high  service  costs." 


SPECIAL   DISTRICT   PROBLEMS  31 

The  proponents  of  providing  more  county  governmental  control 
over  special  districts  suggested  the  following  avenues  of  approach: 
first  requiring  periodic  surveillance  and  auditing  of  districts  by 
grand  juries ;  second,  providing  for  legislation  requiring  approval  by 
the  board  of  supervisors  in  all  future  cases  of  district  establishment; 
and  third,  amending  the  Government  Code  to  permit  the  establishment 
of  a  special  district  organization  committee  by  the  board  of  supervisors, 
with  provision  for  the  board  to  initiate  proceedings  for  consolidation  or 
reorganization  of  districts  on  the  basis  of  committee  recommendations. 

aFso  there  was  some  comment  made  by  a  few  witnesses  that  m  ad- 
dition to  filing  copies  of  budgets  with  the  county  auditor  the  district 
should  provide  additional  information  on  the  operations  of  the  district. 
M.  D.  Tarshes,  County  Executive  of  Sacramento  County,  brought  out 
this  point : 

"I  think  that  the  idea  of  filing  copies  of  special  district  budgets 
with  the  countv  auditor  is  an  excellent  one  from  the  standpoint  of 
providing  information  to  the  public.  However,  I  think  that  it 
would  be  essential,  if  there  were  such  a  requirement,  that  the 
statute  specificallv  indicate  what  should  be  contained  m  those  spe- 
cial district  budgets.  Many  of  the  districts  do  not  adopt  any  formal 
budget,  as  such,  and  those  that  are  adopted  take  many  different 
forms  It  would  be  an  ineffective  requirement  to  require  filing  of 
the  budo-ets  with  the  countv  auditor  if  there  were  not  more  care 
exercised  as  to  what  type  of  information  should  be  included  m  the 
budget." 

ITEMIZATION  OF  SPECIAL  DISTRICT  TAXES 
The  great  majority  of  the  witnesses  who  testified  at  the  hearing 
ac^reed  that  there  should  be  some  method  utilized  whereby  the  taxpayers 
could  be  kept  informed  as  to  the  amount  of  taxes  being  charged  by  the 
special  districts  in  the  area  in  which  they  reside.  It  was  broug-ht  out 
that  in  many  counties  of  the  State  this  is  being  done  now  by  one 
method  or  another.  Some  counties  list  the  tax  rate  of  each  district  m 
which  the  taxpayer  lives;  whereas  other  counties  only  state  that  so 
much  of  the  overall  tax  bill  is  attributable  to  special  districts,  btili 
other  counties  just  indicate  the  total  amount  due. 

The  majority  of  those  supporting  some  method  by  which  the  tax- 
payer can  be  kept  informed  as  to  the  amount  of  taxes  he  is  paying  to 
special  districts  favored  a  method  whereby  the  total  amount  of  taxes 
attributable  to  special  district  operations  could  be  indicated  separately 
in  a  lump  sum,  rather  than  itemizing  the  taxes  charged  by  each  special 
district  This  viewpoint  was  brought  out  among  others,  by  the  toUowmg 
testimony  of  Harry  L.  Morrison,  Jr.,  Executive  Director  of  the  Contra 
Costa  County  Taxpayers'  Association: 

"The  proposal  to  require  that  all  county  tax  collectors  itemize 
the  amount  of  taxes  being  assessed  by  each  special  district  m  each 
of  the  several  counties  on  the  county  tax  bill  is  an  admirable  sug- 
gestion and  an  ideal  method  to  acquaint  the  taxpayer  with  the 
true  responsibilitv  for  his  taxes,  and  we  recommend  this.  However, 
it  is  expected  that  the  cost  of  such  a  program  would  probably  be 
significant  and  this  matter  should  be  carefully  considered  m  rela- 
tion to  the  possible  values  of  the  presentation  of  such  information 
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to  the  taxpayers.  A  modification  of  this  proposal,  which  Contra 
Costa  County  has  adopted,  has  been  to  state  on  the  tax  bill  the  four 
levels  of  govermnent  (i.e.,  county,  city,  school  and  special  districts) 
for  which  the  taxes  are  collected  in  a  lump  sum  amount  for  each 
level  of  government.  This  has  created  a  great  awakening  among 
the  citizens  of  which  units  of  government  are  responsible  for  what 
they  formerly  considered  as  their  "county  taxes." 

Mr.  E.  R.  Stallings,  County  Manager  of  San  Mateo  County,  along 
with  Paul  Anderson,  Chairman  of  the  Board  of  Supervisors  of  River- 
side County,  testified  that  their  counties  are  doing  this  now  or  are  on 
the  verge  of  bringing  it  into  operation : 

"I'm  in  sympathy  with  the  objectivd^  of  having  the  district  tax 
rate  broken  down  on  the  tax  bill.  We  have  had  this  bookkeeping 
machine  operation  type  that  you  spoke  of,  Mr.  DeLotto,  for  some 
time  and  we  have  actually  placed  on  the  tax  bill  the  tax  rates  of 
all  of  the  jurisdictions  in  which  that  property  is  being  taxed.  Tax 
rates  really  mean  nothing ;  it 's  the  dollar  amount  that  the  taxpayer 
must  pay  that  is  of  real  concern.  AVe  are  going  into  the  operation, 
such  as  Mr.  Anderson  explained  earlier,  of  breaking  down  on  the 
tax  bill  in  dollars  the  amount  that  goes  to  the  county  school  dis- 
tricts, to  the  municipalities,  and  grouping  together  these  special 
districts.  When  you  consider  we  sometimes  have  as  many  as  seven 
or  eight  special  districts  levying  a.  tax  on  an  individual  piece  of 
property,  the  mechanical  process  of  breaking  each  of  those  down 
separately  would  be  prohibitive  in  cost  and  it  is  doubtful  if  the 
tax  bill  in  its  present  form,  without  some  major  alterations,  could 
handle  it.  I  don't  know  but  what  it  might  be  well  if  each  district 
had  to  publicize  its  tax  rate.  Certainly  there  is  a  crying  need  to 
have  this  information  before  the  public  so  that  they  will  know  how 
much  they  are  paying  in  taxes. ' ' 

The  question  came  up  during  the  hearing  as  to  whether  any  such 
proposal  to  itemize  the  taxes  charged  by  special  districts  should  be 
made  mandatory  or  kept  on  a  permissive  basis.  A  majority  of  those 
indicating  a  desire  to  keep  the  taxpayer  informed  as  to  the  amount 
of  taxes  he  is  paying  for  special  district's  mentioned  that  for  the  present 
it  might  be  best  to  keep  this  on  a  permissive  basis.  This  viewpoint  was 
adopted  by  the  County  Supervisors  Association  of  California,  as  in- 
dicated by  the  following  testimony  of  Supervisor  Paul  Anderson  of 
Riverside,  representing  the  association: 

"No  mandatory  legislation  should  be  passed  at  the  State  level 
in  regard  to  separation  or  taxes  for  special  districts  and  purposes. 

A.  It  is  of  sufficient  interest  to  each  county  to  separate  as  far  as 
possible  within  their  capabilities,  and  'l  believe  most  of  our 
counties  are  doing  that  now.  We  do  it,  but  to  set  up  every 
special  district  tax,  where  we  have  200  districts  in  our  county, 
would  make  it  almost  impossible  and  at  the  present  time  we 
don't  have  the  mechanical  equipment  to  do  it — as  large  a 
county  as  we  are. 

B.  Only  large  counties  would  have  the  electronic  equipment  neces- 
sary for  wide  and  numerous  divisions  without  excessive  manual 
operation  and  costs." 
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Mr.  M.  D.  Tarslies,  Comity  Executive  of  Sacramento  County,  also 
called  for  this  proposal  on  a  permissive  basis,  repeating  the  contention 
that  some  small  counties  at  this  time  do  not  have  the  facilities  to  fully 
accomplish  this  task: 

"This  proposal  is  related  to  a  real  public  relations  problem  for 
counties.  Boards  of  Supervisors  are  often  held  responsible  by  their 
constituents  for  all  taxes  shown  on  county  tax  bills,  although  the 
boards  ordinarily  do  not  have  any  real  control  over  the  budgets 
or  tax  rates  of  most  of  the  agencies  represented  on  the  bills.  Some 
counties  have  already  taken  steps  to  itemize  these  amounts  on 
their  tax  bills,  and  in  Sacramento  we  plan  to  have  this  type  of 
itemization  on  our  1961-62  bills.  However,  we  will  be  able  to  do 
this  only  because  we  are  acquiring  electronic  punch  card  equip- 
jnent — and  many  of  the  smaller  counties  in  the  State  cannot 
as  yet  afford  this  type  of  equipment.  Therefore,  a  mandatory 
requirement  to  show  this  type  of  information  on  tax  bills  would 
not  be  practical  for  many  of  the  counties. ' ' 

Also,  the  County  Tax  Collectors'  Association,  represented  by  Mr. 
Edwin' Meese,  Jr.,  Treasurer  and  Tax  Collector  of  Alameda  County, 
stated  that  even  though  the  association  was  on  record  as  being  against 
itemizing  on  each  tax^bill  the  amount  of  taxes  being  charged  by  each 
special  district  because  of  the  expense  involved,  particularly  in  smaller 
counties,  they  agreed  in  principle  with  the  idea  to  lump  all  special 
district  taxes  into  one  sum  and  have  that  shown  on  the  tax  bill.  He 
stated  that  this  is  already  being  done  in  Alameda. 

FINDINGS  AND  RECOMMENDATIONS 

As  a  result  of  the  hearing  on  these  two  proposals,  and  in  conjunc- 
tion with  independent  staff  study,  the  committee  finds  that_  there 
exists  a  widespread  lack  of  public  knowledge  concerning  the  existence 
and  operations  of  special  districts.  This  is  evidenced  by  the  poor  turn- 
out in  special  district  elections,  both  for  officers  and  for  issuance  of 
bonds.  Another  indication  of  the  lack  of  citizen  interest  in  special  dis- 
trict government  is  the  fact  that  few  metropolitan  area  residents  are 
able  to  name  one  or  more  of  the  districts  in  which  they  live. 

Based  on  the  premise  that  an  informed  electorate  and  public  makes 
for  better  government,  the  committee  recommends  that  legislation  be 
introduced  "which  would  require  that  all  special  districts  file  a  copy 
of  their  budget  annually  with  the  county  auditor  so  that  the  public, 
the  press,  taxpayers'  organizations,  and  other  similar  groups  may 
have  ready  access  to  these  public  records  in  order  to  become  better 
informed  as  to  the  operations  of  these  governmental  units.  In  addition, 
the  committee  recommends  that  legislation  be  introduced  which  would 
require  that  the  tax  collector  indicate  on  each  annual  tax  bill  the 
amount  of  taxes  in  a  lump  sum  which  are  attributable  to  special  dis- 
trict operation,  with  the  exception  of  that  attributable  to  school  dis- 
tricts which  should  have  its  own  category.  The  committee  feels  that 
such  a  proposal  would  have  the  virtue  of  informing  the  taxpayer  as 
to  where  his  tax  dollar  goes  and  which  public  agency,  in  general,  is 
responsible  for  the  tax  extracted,  and  at  the  same  time,  since  each 
special  district  tax  would  not  have  to  be  itemized,  it  would  not  be  too 


34  COMMITTEE  ON  MUNICIPAL  AND  COUNTY  GOVERN]\IENT 

difficult  or  expensive  for  smaller  counties  to  carry  out  this  task.  The 
committee  further  believes  that  whether  the  amount  stated  on  the 
bill  should  be  in  dollars  or  cents  or  in  total  percentages  is  a  minor 
problem  Avliich  can  be  Avorked  out  Avith  all  agencies  concerned. 

The  committee  plans  to  continue  its  overall  study  of  special  districts 
so  that  the  suggestions  made  by  those  Avitnesses  advocating  more 
county  government  control  over  independently  governed  special  dis- 
tricts and  the  district  representatives'  ansAvers  to  those  suggestions 
can  be  giA^en  more  thorough  studA'  and  thought  in  the  future. 


CHAPTER  5 

WITHDRAWAL  OF  TERRITORY  FROM  A  SPECIAL 
DISTRICT  AND  DISTRIBUTION  OF  ASSETS 

INTRODUCTION 

AVhenever  a  city  annexes  new  territory  which  is  also  inclnded  within 
a  certain  existing  special  district,  or  whenever  a  new  city  is  formed 
embracing  territory  included  within  certain  existing  special  districts, 
the  problem  of  withdrawal  of  that  portion  of  territory  which  is  included 
in  both  the  district  and  the  city  arises.  At  times,  after  an  annexation  or 
incorporation,  the  city  might  have  taken  in  only  part  of  a  district,  and 
as  a  result,  residents  "in  that  area  are  members  of  both  the  city  and  the 
district.  At  the  same  time,  the  city  might  be  able  to  furnish,  or  is  fur- 
nishing, the  same  type  of  services  for  which  the  district  had  been 
organized.  Thus  the  problem  of  double  taxation  can  arise.  For  example, 
if  "a  city  which  has  its  own  recreation  and  park  department  annexes  a 
portion  of  territory  which  is  included  in  a  recreation  and  park  district, 
the  resident  of  the  area  involved  has  two  governmental  entities  furnish- 
ing the  same  service  for  which  he  is  paying  twice,  so  to  speak.  When 
this  occurs,  usually  there  is  some  move  made  to  withdraw  that  portion 
of  territory  included  both  in  the  district  and  the  city  from  the  district, 
thus  leaving  the  district  to  serve  only  the  unincorporated  areas.  How- 
ever, at  other  times  the  city  does  not  have  its  own  recreation  and  park 
department  and  can  contract  with  the  district  to  furnish  those  services 
to  that  portion  of  the  city  included  within  the  district,  and  as  a  result, 
the  question  of  withdrawal  of  territory  does  not  come  up.  On  the  other 
hand,  if  the  question  of  withdrawal  does  come  up,  and  it  is  accom- 
plished, the  matter  of  distribution  of  assets  arises;  that  is,  how  much 
of  the  real  and  personal  property  stays  with  the  district  and  how 
much  goes  to  the  city,  if  any. 

During  the  1959  General  Session  this  subject  came  up  several  times 
as  a  result  of  various  bills  which  were  introduced  by  interested  parties. 
Those  bills  primarily  dealt  with  recreation  and  park  districts  and  fire 
districts.  The  problem  is  not  confined  to  those  types  of  districts,  how- 
ever, but  generally  covers  every  single  type  of  special  purpose  district 
which  provides  a  municipal  type  of  service.  Since  some  of  the  bills  did 
not  pass  the  Legislature,  and  as  a  result  were  assigned  to  this  commit- 
tee for  interim  study,  the  committee  decided  to  devote  some  time  to 
this  problem  to  see,  first,  if  it  could  arrive  at  a  fair  and  equitable 
method  whereby  a  certain  area  which  was  included  in  both  a  district 
and  a  citv,  each  of  which  offered  the  same  municipal  service,  could 
withdraw "^  from  the  district  if  it  so  desired,  and  second,  if  it  could 
arrive  at  some  fair  and  equitable  formula  for  distribution  of  assets 
after  such  a  withdrawal,  which  formula  might  be  applicable  to  all 
districts. 
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In  furtherance  of  this  desire,  the  committee  held  a  full  day  hearing 
on  the  subject  in  Los  Angeles  in  December  of  1959,  and  then  another 
half  day  hearing  in  Los  Angeles  in  October  1960.  In  between  the  two 
hearings,  a  great  deal  of  time  and  effort  was  spent  by  various  members 
of  the  committee  and  the  staff  to  contact  all  interested  parties  both  on 
the  city  side  and  the  district  side  to  see  if  some  equitable  solution 
could  be  arrived  at.  Copies  of  the  transcripts  of  both  hearings  were 
made  available  to  the  public. 

Even  though  the  committee  was  attempting  to  reach  some  solution 
or  procedure  which  could  be  applicable  to  all  districts  whose  territory 
might  be  included  in  part  within  a  city,  it  confined  most  of  its  study 
to  the  fire  district  field  and  the  park  and  recreation  district  field,  with 
the  hope  that  if  it  could  find  a  fair  solution  in  those  fields  then  maybe 
the  same  procedure  and  formula  could  be  used  in  other  fields.  As  a 
result,  this  section  of  the  report  will  deal  for  the  most  part  with  those 
two  fields. 

FIRE  DISTRICT  PROCEDURE 

In  the  1959  General  Session  a  bill  (A.B.  1473)  was  adopted  into  law 
changing  the  formula  for  distribution  of  assets  upon  withdrawal  of 
territory  from  a  fire  district.  The  procedure  for  the  withdrawal  of  terri- 
tory was  not  an  issue  during  the  session  and  as  a  result,  the  committee 
only  acted  upon  the  question  of  distribution.  The  law  in  effect  prior  to 
the  1959  Session  provided  that  upon  withdrawal  of  territory,  all  prop- 
erty and  unencumbered  funds  on  the  date  of  withdrawal  should  be  di- 
vided between  the  city  and  the  remaining  district  in  proportion  to  the 
assessed  value  of  the  real  property  of  the  territory  so  withdrawn  and 
the  portion  remaining. 

Many  considered  this  old  formula  as  being  too  rigid  and  one  which 
was  not  completely  fair.  Mr.  Lathon  B.  Brewer,  Assistant  Chief  of  the 
Los  Angeles  County  Fire  Department,  in  criticising  such  a  formula 
based  completely  on  a  proportionate  basis  stated : 

"Withdrawal  of  Area  hy  Cities — This  problem  is  the  most  serious 
one  that  is  presently  faced  by  the  fire  districts  in  Los  Angeles 
County.  During  the  fiscal  year  1956-57  there  were  91  withdrawals 
from  the  Consolidated  Fire  Protection  District.  During  the  fiscal 
3^ear  1957-58  there  were  87  withdrawals,  and  during  the  fiscal  year 
1958-59  there  were  102  withdrawals.  In  most  of  the  above  cases 
the  involved  territory  was  territory  that  has  been  built  up  in  recent 
years,  and  again  the  older  part  of  the  community  had  contributed 
more  in  building  up  the  assets  of  the  district.  Yet  a  division  of 
assets  was  made  on  a  proportionate  basis. 

' '  I  would  like  to  give  you  one  example  of  area  that  was  annexed 
to  the  county  fire  protection  district  on  August  8,  1957.  This  plant 
had  an  assessed  valuation  of  approximately  25  million  dollars.  On 
April  23,  1959,  this  particular  plant  was  annexed  to  an  incorpo- 
rated city,  and  on  May  6,  1959,  was  withdrawn  from  the  county 
fire  protection  district.  This  area  was  furnished  protection  from 
the  date  of  entry  into  the  district  until  the  date  of  withdrawal, 
which  was  a  total  elapsed  time  of  21  months.  This  department 
received  pay  for  only  10  months  of  this  time.  Under  the  state  law 
this  city  is  entitled  to  a  division  of  assets  of  the  Consolidated 
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County  Fire  Protection  District  of  approximately  $100,000.  This 
case  clearly  illustrates  some  of  the  unfairness  in  the  state  law 
whereby  the  assets  of  the  district  are  given  to  incorporated  cities 
based  on  annexation  of  territory  in  which  the  annexed  territory 
contributed  little  or  nothing  to  the  assets  of  the  district.  It  seems 
to  me  that  this,  in  effect,  is  confiscating  community  funds  ^and 
distributing  them  to  a  city  that  is  not  rightly  entitled  to  them." 

As  a  result  of  these  criticisms,  A.B.  1473  of  the  1959  General  Session 
(Chapter  1467)  was  adopted.  It  repealed  the  old  formula  and  sub- 
stituted in  its  place  the  following  three-part  formula : 

(A)  If  the  assessed  value  of  the  real  property  within  the  area  with- 
drawn represents  one-half  of  one  percent,  or  less,  of  the  total 
assessed  value  of  the  real  property  within  the  district  prior  to 
the  withdrawal,  as  determined  from  the  last  equalized  assess- 
ment roll  of  the  property  within  the  district,  all  of  the  property 
and  assets  of  the  district  shall  be  retained  by  the  district. 

(B)  If  the  assessed  value  of  the  real  property  in  the  area  withdrawn 
exceeds  the  amount  prescribed  by  subdivision  (A),  the  city  and 
the  district  shall  have  six  months  from  the  effective  date  of  the 
withdrawal  in  which,  after  giving  consideration  to  all  factors 
involved,  including  population,  assessed  valuation,  the  effect  of 
the  annexation  or  change  of  boundaries  on  the  remaining  por- 
tion of  the  district,  the  length  of  time  the  portion  being  with- 
drawn has  paid  taxes  and  the  total  amount  of  such  taxes  paid, 
and  such  other  matters  as  should  be  considered  in  arriving  at 
an  equitable  distribution,  they  may  establish  a  mutually  agree- 
able basis  for  the  distribution  of  the  assets  and  property  of  the 
district  between  the  city  and  the  remaining  district.  If  this  is 
done,  the  property  and  assets  shall  be  so  divided. 

(c)  If,  under  the  provisions  of  subdivision  (B),  no  mutually  agree- 
able basis  for  the  distribution  of  the  property  and  assets  of  the 
district  is  reached  within  the  six  months  period,  on  the  date  the 
district  ceases  to  furnish  fire  protection  service  to  the  area  with- 
drawn, or  upon  the  end  of  the  six  months  period,  whichever  is 
the  last  to  occur,  all  of  the  property  and  unencumbered  funds 
of  the  district  shall  be  divided  between  the  city  and  the  remain- 
ing district  in  proportion  to  the  average  assessed  value  of  the 
real  property  within  the  area  withdrawn  to  the  average  assessed 
value  of  the  real  property  within  the  entire  district  during  the 
five  years  period  prior  to  the  effective  date  of  the  withdrawal, 
as  determined  from  the  equalized  assessment  rolls  for  such 
period.  Also,  the  new  sections  provide  that  all  funds  and  prop- 
erty received  by  the  city  shall  be  used  exclusively  and  directly 
for  the  prevention  and  extinguishment  of  fires. 

During  the  December,  1959,  hearings  in  Los  Angeles  the  committee 
invited  c'omments  on  this  new  formula.  The  committee  was  primarily 
interested  in  finding  out  whether  the  formula  was  an  improvement 
over  the  old  one  and  whether  it  was  acceptable  or  not.  On  the  whole, 
most  of  the  witnesses  agreed  that  the  new  approach  was  an  improve- 
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ment  over  the  old  but  that  it  was  not  the  final  solution.  In  calling  for 
continued  study  of  this,  Chief  Brewer  exemplified  this  viewpoint : 

''Assembly  Bill  1473  which  was  passed  by  the  State  Legislature 
in  1959  was  an  approch  to  this  problem.  This  bill  has  two  alterna- 
tives in  reaching  an  agreement  on  a  division  of  assets.  These  pro- 
visions are  an  improvement  over  the  previous  law  but  I  feel  they 
still  do  not  fully  meet  the  requirement  of  a  fair  and  equitable 
law.  I  sincerely  believe  that  it  will  be  very  difficult  for  the  two 
parties  involved  to  reach  an  agreement  under  these  alternatives 
until  a  mathematical  formula  is  established.  In  my  opinion,  this 
problem  of  division  of  assets  needs  further  consideration  and 
study. ' ' 

Others,  like  Lewis  Keller,  representing  the  League  of  California 
Cities,  and  E.  R.  Stallings,  County  Manager  of  San  Mateo  County, 
expressed  the  viewpoint  that  it  is  almost  impossible  to  formulate  a 
statute  which  will  itself  take  care  of  every  single  situation  and,  there- 
fore, maybe  an  outside  judge  or  arbitrator  should  be  called  in  if  no 
agreement  can  be  reached  between  the  interested  parties.  This  view- 
point will  be  discussed  at  greater  length  in  the  portion  of  the  report 
dealing  with  recreation  and  park  district  procedures. 

RECREATION  AND  PARK  DISTRICT  PROCEDURES 
A.   Withdrawal  Procedures 

I^nlike  the  fire  district  situation,  the  main  issue  in  the  recreation  and 
park  district  area  is  the  procedure  for  withdrawal  of  territory  from 
a  district  after  a  municipal  annexation  or  incorporation.  The  distribu- 
tion of  assets  issue  is  only  a  secondary  matter.  The  present  law  on  the 
subject  of  withdrawal  procedures  in  the  recreation  and  park  district 
field  (that  is,  districts  organized  under  the  5700  series  of  the  Public 
Resources  Code)  is  somewhat  confusing  and  ambiguous.  As  a  result, 
there  have  been  many  conflicting  opinions  presented  to  the  committee 
by  various  attorneys  who  specialize  in  this  field.  Because  of  these 
conflicts,  an  analysis  of  the  withdrawal  procedure  has  been  requested 
of  the  Legislative  Counsel  by  Chairman  Bradley.  This  analysis  is  at- 
tached as  an  addenda  to  this  report.  However,  for  the  purpose  of  this 
report,  and  in  order  that  the  reader  may  have  a  full  understanding  of 
the  problems  involved  and  the  alternative  solutions  advanced  by  in- 
terested parties,  the  present  procedures  are  hereby  outlined  in  general 
and  those  areas  which  are  ambiguous  and  which  result  in  conflicting 
opinion  are  pointed  out. 

As  the  present  law  now  provides,  there  are  two  main  methods  to 
initiate  proceedings  for  withdrawal  of  territory  from  a  district :  one  is 
by  petition  signed  by  a  certain  percentage  of  voters,  and  the  other 
is  by  motion  of  the  governing  body  of  the  district.  However,  as  to  the 
exact  percentage  of  registered  voters  needed  to  sign  the  petition  to 
initiate  withdrawal,  and  whether  it  is  a  certain  percentage  from  the 
whole  district  or  from  the  territory  seeking  to  be  withdrawn,  are 
matters  which  are  unresolved  since  the  present  law  seems  to  be  con- 
fusing. As  a  result  of  the  ambiguity  in  the  laAV  there  are  conflicting 
opinions  from  attorneys  as  to  these  points,  but  after  the  procedure 
has  been  initiated,  there  can  be  no  withdrawal  until  the  governing 
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body  of  the  district  so  couseuts.  There  is  general  agreemeut  among 
the  specialists  iu  this  field  on  that  point.  However,  if  the  governing 
board  permits  a  withdrawal  and  if  there  is  a  certain  percentage  pro- 
test, then  the  issue  must  go  to  an  election.  At  this  point  there  arises 
another  conflict  of  opinion  because  of  the  ambiguity  m  the  law.  Some 
hold  the  view  that  the  withdrawal  shall  not  become  effective  until  ap- 
proved by  a  majority  vote  from  the  entire  district,  and  others  state 
that  only  a  majority  vote  from  the  territory  seeking  to  be  withdrawn 
is  needed. 

During  the  1959  General  Session  two  bills  were  introduced  to  change 
the  procedures  for  withdrawal  of  territory.  They  were  A.B.  109o  and 
AB  2743.  Neither  passed  and  as  a  result  they  were  assigned  to  this 
committee  for  interim  study.  A.B.  1U95  was  the  more  drastic  of  the 
two.  Basically  it  would  have  provided  that  if  a  part  of  a  district  was 
included  within  a  city  by  incorporation  or  annexation,  then  the  city 
council  could  effect  a  withdrawal  without  an  election.  A.B.  2743  was 
a  milder  and  less  drastic  approach  to  the  same  problem.  It  distinguished 
between  inhabited  territory  and  uninhabited  territory  and  permitted 
the  phase  withdrawal  of  territory  with  a  requirement  that  a  vote  be 
held  in  inhabited  areas  but  only  in  the  area  which  is  to  be  withdrawn. 
In  addition,  the  power  to  initiate  such  a  proposal  would  rest  with 
the  city. 

During  the  December,  1959,  hearing,  the  committee  asked  the  various 
witnesses  representing  city,  county  and  district  government  to  comment 
on  the  present  procedures  and  the  various  changes  suggested  by  A.B. 
1095  and  A.B.  2713.  Those  representing  district  government  on  the 
whole  spoke  against  placing  the  power  to  initiate  withdrawal  in  the 
hands  of  the  city.  Mr.  John  F.  Guinee,  Attorney  for  the  Hay  ward  Area 
Park,  Recreation  and  Parkway  District  of  Alameda  County  empha- 
sized that  point  and  also  suggested  a  slight  change  in  the  number  of 
petitioners  needed  to  start  the  proceedings. 

**The  board  has  authorized  me  to  make  the  following  state- 
ment : 

1.  Placing  the  right  to  withdraw  parts  of,  or  all  of,  a  city  within 
'  the  uncontrolled  power  of  a  city  council,  the  very  existence 

of  that  part  of  a  district,  and  also  the  very  district  itself, 
would  be  uncertain.  There  would  be  no  assurance  of  stability 
nor  continuity  of  existence  of  any  recreation  district. 

2.  Placing  this  power  in  a  city  council  would  make  the  district 
"  in  reality  governed  by  the  city  council  and  would  give  the 

council  such  leverage  over  the  recreation  district  as  to  put 
the  unincorporated  areas  at  a  complete  disadvantage. 

3.  A  recreation  district  could  not  then  plan  beyond  the  next 
meeting  of  the  city  council. 

4.  Since  the  district  could  well  be  materially  reduced  to  size, 
function,  facilities  and  income  on  short  notice  and  without 
any  action  on  its  part,  it  would  be  difficult  to  get  and  keep 
top  flight  administrators  or  personnel,  who,  in  effect,  could 
well  be  fired  without  notice  by  someone  other  than  their 
employer. 
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5.  The  ability  of  a  district  to  obtain  credit  would  be  impaired 
since  the  security  of  a  district  and  its  income  could  be  taken 
by  outside  means. 

6.  It  would  make  other  than  the  most  meager  capital  improve- 
ments almost  impossible  since  a  good  capital  improvement 
plan  requires  planning  and  is  generally  dependent  on  income 
over  a  period  of  years. 

"It  is  my  opinion  that  the  foregoing  comments  apply  equally 
to  a  situation  in  which  a  city  council  by  its  own  act  could  cause 
an  election  to  be  held  on  such  Avithdrawal. 

' '  Since  withdrawal  of  a  city  or  part  of  it  would  seriously  affect, 
and  in  many  cases  would  even  amount  to  a  dissolution  of  the 
district,  it  is  believed  that  any  initiation  of  action  to  withdraw 
should  require  a  petition  of  a  given  number  of  the  people  of  the 
territory  proposed  to  be  withdrawn,  rather  than  originating  in 
as  few  as  three  members  of  a  city  council.  It  is  believed  that  the 
present  requirements  of  Section  5785  of  the  Public  Resources  Code 
for  initiating  action  looking  toward  annexation  to,  or  exclusion  of, 
a  district  are  unrealistic  and  impossible  of  attainment  in  that  they 
require  a  petition  signed  by  25  percent  of  the  number  of  qualified 
voters  in  the  district.  It  is  believed  that  this  provision  should  be 
more  realistic  by  amending  it  to  provide  that  10  percent  of  the 
voters  could  initiate  such  action." 

The  opposite  viewpoint  was  taken  by  the  representatives  of  city  gov- 
ernment.  Mr.   Lewis   Keller,   representing   the   League   of    California 
Cities,  stated  that  his  organization  felt  the  provisions  of  A.B.  2743 
(which  provided  that  a  city  could  initiate  such  a  procedure  subject 
to  a  vote  in  the  area  involved)  were  a  very  fair  minimum  request  for 
a  solution  of  this  problem.  This  viewpoint  was  backed  up  by  B.  R. 
Stallings,  County  Manager  of  the  County  of  San  Mateo,  who  testified : 
"We  would  like  to  address  our  remarks  here  not  so  much  to 
the  matter  of  disposition  of  assets  upon  withdrawal  but  to  means 
of  expediting  withdrawal  where  it  appears  appropriate.  To  accom- 
plish this  end  we  suggest  that  those  special  district  acts  which 
seem  to  warrant  such  action  should  be  amended  to  provide  that 
whenever  a  portion  of  the  district  is  annexed  to  an  incorporated 
city,  withdrawal  of  such  annexed  territory  might  be  initiated  by 
the  city  upon  motion  of  its  governing  body.  This  we  feel  would 
be  a  reasonable  and  economic  approach  to  the  matter  and  should 
be  a  prerogative  of  the  city,  since  certainly  we  expect  the  city 
to  bear  future  responsibility  for  the  area  in  all  other  matters. ' ' 

During  the  period  between  the  December,  1959,  hearing  and  "the 
October,  1960,  hearing,  at  the  direction  of  Chairman  Bradley,  the  com- 
mittee consultant,  after  discussing  this  matter  with  district  and  city 
people,  prepared  a  worksheet  proposal  to  be  used  for  discussion  pur- 
poses at  the  October,  1960  hearing.  The  purpose  of  the  worksheet  pro- 
posal was  to  have  something  concrete  before  the  committee  to  which 
the  various  witnesses  could  address  themselves  in  order  to  find  out  if 
there  was  any  common  ground  between  the  opposing  viewpoints  on 
which  there  could  be  some  possible  agreement.  The  following  proposal 
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was  not  meant  to  be  a  committee  proposal,  or  a  staff  proposal,  but  only 
to  serve  as  a  reference  point,  so  to  speak.  The  various  witnesses  were 
asked  to  address  themselves  to  the  feasibility  of  the  proposals  in  the 
report  but  not  to  be  limited  to  them. 

PROCEDURE  FOR  WITHDRAWAL  OF  TERRITORY  FROM  A  RECREATION  AND 
PARK  DISTRICT  UPON  AN  ANNEXATION  OR  INCORPORATION 

1.  Whenever  all  or  any  portion  of  a  district  is  included  within  a  city 
by  incorporation  or  annexation,  or  otherwise,  such  portion  may  be 
withdrawn  from  the  district. 

The  district  and  the  city  have  a  period  of  one  year  to  reach  a 
mutual  agreement  as  to  such  withdrawal  as  it  affects  boundary 
changes.  This  one-year  period  will  begin  to  run  from  the  effective 
date  of  the  annexation,  or,  in  the  case  of  an  incorporation,  the  one- 
year  period  will  not  begin  to  run  until  either  the  city  or  the  dis- 
trict so  decides. 

2.  The  following  factors  must  be  taken  into  account  when  such  a  bound- 
ary change  is  being  considered : 

a.  The  present  and  prospective  ability  of  both  the  city  and  the  dis- 
trict to  serve  the  area  involved. 

b.  The  geographical  location  and  otlier  related  factors. 

c.  Respective  assessed  valuation  within  and  without  the  area  in- 
volved. 

d.  Abilitv  of  the  district  to  survive  and  maintain  the  present  stand- 
ards after  such  withdrawal  so  that  it  can  continue  to  serve  the 
remaining  area. 

e.  The  social  and  economic  factors  of  the  entire  area. 

f.  Population. 

g.  The  existence  of  other  private  and  public  facilities  m  the  area. 

3.  As  an  arbitration  board,  the  city  and  the  district  may  choose  any 
of  the  following: 

a.  The  State  Eecreatiou  Commission  or  similar  state  agency. 
(This  is  in  case  an  agency  is  set  up  to  deal  with  local  govern- 
ment, such  as  the  one  being  proposed  by  the  Governor's  Commis- 
sion on  Metropolitan  Area  Problems.) 

b.  Any  individuals  on  whom  the  city  and  the  district  should  agree. 
However,  the  arbitration  board  may  not  consist  of  less  than  three 
nor  more  than  seven  members. 

4.  The  arbitration  board  which  is  chosen  must  apply  the  aforemen- 
tioned factors  in  reaching  their  decision. 

5  The  board  must  reach  its  decision  within  one  year,  or  withm  a 
shorter  time  as  may  be  mutually  set  by  the  city  and  the  district. 
The  decision  of  the  board  is  final. 

6  If  the  decision  is  that  there  is  to  be  no  withdrawal,  proceedings 
under  this  section  cannot  be  initiated  for  two  years  from  the  date  ot 
the  decision.  However,  if  both  the  city  and  the  district  mutually 
agree,  proceeding  can  be  initiated  at  any  time  after  the  decision. 

7  The  board  may  hire  a  staff  and  all  necessary  costs  are  a  proper 
charge  against  both  the  city  and  the  district.  If  a  state  agency  is 
used,  it  may  impose  a  fee  for  this  service. 
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8.  If  tlie  decision  of  the  board  is  to  the  effect  that  there  will  be  a  with- 
drawal, it  will  not  go  into  effect  until  the  following  Febrnary  1. 

9.  When  any  territory  is  Avithdrawn  from  a  district,  it  shall  continue 
to  be  liable  for  such  portion  of  the  bonded  indebtedness  or  other 
indebtedness  of  the  district  incurred  before  its  withdrawal,  the  same 
as  it  would  have  been  liable  had  it  not  withdrawn. 

Mr.  Keller  of  the  League  of  California  Cities  testified  that  this  pro- 
posal represented  a  fairly  sound  general  approach  to  the  problem : 

"Here  the  initiation  is  permitted  to  be  at  the  city  option  but 
there  would  be  no  reason  wh}^  this  couldn't  be  brought  about  from 
a  petition  in  the  area.  The  idea  of  changing  political  boundaries  by 
what  you  might  call  an  arbitration  b^ard  is  new  but  this  is  not, 
as  I  understand  this  proposal,  one  where  the  power  of  decision 
would  be  vested  in  this  arbitration  board.  This  would  be  a  condi- 
tion precedent  to  action  by  the  eitj^,  and  one  of  the  conditions 
would  be  the  obtaining  of  a  verdict  by  the  arbitration  board,  after 
which,  if  the  city  sought  to  withdraw  and  had  originally  asked 
for  the  determination  based  on  these  factors,  then  the  elected  body 
representing  the  city  could  accomplish  the  withdrawal.  In  other 
words,  this  would  be  similar  in  theory  to  the  Fire  Protection  Dis- 
trict Act  withdrawal  provisions  except  that  there  would  be  a  fact- 
finding condition  precedent.  There  would  be,  certainly  so  far  as  we 
are  concerned,  no  objection  to  a  vote  requirement  if  the  vote  re- 
quirement were  made  by  those  residents  of  the  territory  involved. 
A  vote  of  the  residents  in  the  territory  which  could  be  compelled 
by  a  petition  or  by  some  other  form  of  action  originating  either 
with  the  city  or  originating  with  residents  and  property  owners 
in  the  city  would  be  perfect!}'-  satisfactory." 

The  opposite  viewpoint  was  expressed,  however,  by  the  representa- 
tives of  the  recreation  and  park  districts.  They  strongly  urged  that 
at  no  time  should  there  be  a  withdrawal  of  territory  from  a  district 
without  an  election  of  all  of  the  electors  of  the  district.  Mrs.  Alice 
Wilder,  Legislative  Chairman  of  the  California  Association  of  Park 
and  Recreation  Districts,  did  not  disapprove  of  the  idea  of  an  arbitra- 
tion board  so  long  as  the  requirement  of  a  vote  in  the  whole  district 
was  not  eliminated. 

"We  believe  that  a  petition  in  proper  form  signed  by  at  least  10 
percent  of  the  number  of  the  district's  electors  at  the  last  general 
election  should  be  presented.  An  arbitration  board  should  then  set 
up  in  manner  suggested.  A  feasibility  study  as  suggested  should 
be  made  within  a  maximum  time  limit  of  one  year.  Should  the 
study  recommend  against  the  withdrawal,  the  subject  should  not 
again  come  up  for  a  period  of  two  years  after  the  date  of  decision. 
The  cost  of  the  study  should  be  borne  by  whichever  entity  initiates 
the  proceedings. 

"Should  the  arbitration  board  recommend  for  withdrawal,  then 
the  electors  in  all  the  territory  of  the  recreation  district  votes 
on  the  withdrawal. ' ' 
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DISTRIBUTION  OF  ASSETS 

The  issue  of  how  to  distribute  the  assets  after  a  withdrawal  of  ter- 
ritory is  effected  was  only  a  minor  problem  as  compared  to  the  issue 
of  withdrawal  procedures.  Most  witnesses  representing  district  and  city 
government  stated  to  the  committee  that  the  matter  of  distributing  the 
assets,  once  there  had  been  a  withdrawal,  can  probably  be  worked  out 
on  a  mutual  basis.  However,  most  of  the  city  witnesses  stated  that  it 
would  be  best  if  there  were  some  provision  in  the  law  stating  that  there 
should  be  a  distribution  and  then  leave  the  distribution  up  to  arbitra- 
tion between  the  parties  involved. 

The  present  law  provides  that  when  there  is  a  withdrawal  the  dis- 
trict shall  retain  title  to  and  possession  of  all  the  property  of  the  dis- 
trict. However,  it  provides  that  the  district  may  convey  all  or  any  part 
of  such  property  to  the  city  with  or  without  payment  of  consideration 
therefor,  as  the  governing  body  of  the  district  determines.  Most  of  the 
city  representatives  feel  that  this  is  too  rigid  and  desire  some  provision 
stating  that  there  should  be  a  division  of  assets,  but  that  no  definite 
formula,  as  in  the  fire  district  law,  should  be  included.  Instead  it  should 
be  left  up  to  arbitration.  This  viewpoint  was  expressed  by  William 
Camil,  Mayor  of  the  City  of  Santa  Fe  Springs : 

"A  city  when  withdrawing  from  a  fire  protection  district  is 
entitled  to  a  division  of  assets  based  upon  the  proportionate  share 
of  the  city's  assessed  valuation  to  the  total  assessed  valuation  of 
the  district.  This  is  equitable  for  fire  purposes  because  of  the  con- 
tribution through  the  years  toward  the  capital  assets  of  the  fire 
district  by  the  city.  In  most  cases,  a  heavy  percentage  of  the 
assets  of  the  fire  district  are  represented  in  current  operating  ex- 
penses. The  same  situation  is  not  true  in  park  and  recreation  dis- 
tricts where  a  good  share  of  the  assets  would  be  in  the  form  of 
local  parks  or  real  property  investment.  To  use  a  direct  propor- 
tion of  assessed  valuation  and  capital  assets  would  undoubtedly 
impoverish  a  park  and  recreation  district  due  to  its  very  nature 
of  tax  supported  financing.  Some  capital  assets,  or  park  areas,  may 
no  longer  be  of  any  use  to  the  park  district  after  a  city  has  with- 
drawn area  from  the  district. 

' '  There  does  not  seem  to  be  any  specific  formula  that  will  assure 
equity  throughout  the  State  when  this  situation  arises  allowing 
a  city  to  withdraw  from  a  district. 

"AVe  are  of  the  opinion  that  the  problem  of  division  of  assets  in 
any  individual  case  should  be  left  to  negotiation  between  the  city 
council  and  the  gOA'erning  board  of  the  district,  with  a  provision 
that  neither  body  could  use  their  power  of  negotiation  as  a  veto 
power  to  prohibit  withdrawal  action. 

"Your  committee  may  wish  to  consider  allowing  an  independent 
state  agency  to  act  as  an  arbitrator  in  determining  an  equitable 
division  of  assets  where  the  interested  parties  cannot  reach  agree- 
ment. ' ' 

This  viewpoint  was  echoed  by  E.  R.  Stallings,  County  Manager  of 
San  Mateo  County : 

"In  regard  to  the  disposition  of  assets,  we  are  aware  that  there 
are  several  basic  philosophies  applicable  to  this  problem.  We  sug- 
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gest  that  a  satisfactory  answer  might  be  a  procedure  similar  to 
that  contained  in  several  existing  acts,  providing  essentially  that 
determination  of  the  distribution  of  assets  shall  be  agreed  upon 
mutually  by  the  governmental  agencies  concerned  within  a  given 
period  of  time,  for  example,  one  year;  and  that  if  no  such  agree- 
ment can  be  reached,  a  board  of  arbiters  be  appointed  by  the 
agencies. ' ' 

However,  the  witnesses  representing  district  government  were  in- 
clined to  leave  the  law  as  it  is.  Mr.  Gill,  District  counsel  for  the  South- 
east Recreation  and  Park  District,  in  calling  for  retaining  the  status 
quo  with  the  city  representatives,  agreed  that  a  formula  as  prescribed 
in  the  Fire  District  Law  would  not  be  feasible  or  practical: 

"With  respect  to  the  disposition  of  assets  upon  withdrawal  of 

territory  from  a  district  and  which  territory  is  within  a  city,  we  do 

not  believe  that  the  formula  prescribed  in  AB  1473  is  feasible  or 

practical  for  application  to  recreation  and  park  districts.  It  is  not 

possible  to  divide  parks  nor  is  it  practical  to  sell  them  in  order  to 

make  a  division.  The  most  reasonable  solution  for  disposition  of 

assets  appears  to  us  to  be  in  the  existing  law  which  permits  the 

district  to  convey,  with  or  without  consideration,  such  property 

to  the  city  as  it  determines  to  be  equitable.  Since  there  are  no  two 

situations  in  the  State  entirely  alike  and  to  which  any  set  formula 

can  be  applied  uniformly  and  equitably,  it  would  appear  better  to 

leave  the  law  as  it  is. ' ' 

One  of  the  reasons  cited  by  the  district  representatives  for  keeping 

the  present  law  as  it  is  Avas  that  a  district  would  on  its  own  accord 

transfer  assets  and  property  after  a  withdrawal  had  taken  place.  John 

F.  Guinee,  attorney  for  the  Hayward  Recreation  and  Park  District, 

stated  that  a  district  could  not  operate  facilities  feasibly  in  an  area 

which  had  been  withdrawn: 

"In  regard  to  the  problem  of  the  disposition  of  property  of  a 
district  when  a  withdrawal  has  occurred,  it  is  believed  that  Sec- 
tion 5785.3  is  adequate  and  fair  to  both  a  city  and  district.  It  may 
be  contended  that  these  provisions  give  the  district  practically 
sole  control,  but  such  contention  does  not  reckon  with  the  eco- 
nomics of  park  or  recreational  facilities  operation.  If  there  is  a 
district  park  or  facility  in  the  city,  or  part  of  a  city,  withdrawn 
from  the  recreation  district,  it  does  not  seem  to  me  that  the  dis- 
trict could  afford  to  operate  such  park  or  facility  when  there 
will  no  longer  be  any  taxes  coming  from  the  residents  of  the  city 
who  are  served  chiefly  by  such  facility.  In  such  event,  it  is  mj'- 
opinion  that  the  district  would  not  hesitate  to  divest  itself  of  the 
ownership  and  operational  burden  of  such  a  park  or  facility. 

COMMITTEE  FINDINGS  AND  RECOMMENDATIONS 

A.  Fire  District  Procedures 

The  committee  finds  as  a  result  of  the  Los  Angeles  hearings,  and 
independent  study  and  research,  that  the  present  formula  in  the  fire 
district  law  is  an  improvement  over  the  rigid  proportionate  basis 
formula  in  the  previous  law.  The  committee  believes  that  this  formula 
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is  an  approach  to  the  problem  even  though  it  might  not  be  the  best 
solution  at  this  time.  However,  since  the  law  is  a  relatively  new  one, 
the  committee  believes  that  more  time  should  be  given  to  allow  this 
provision  to  operate  and  then  at  a  later  date  study  it  to  see  what 
improvements  are  needed.  It  might  be  that  once  the  committee  finds  a 
fair  and  equitable  solution  to  be  used  in  every  special  district  proceed- 
ing of  this  type,  then  it  might  be  possible  to  apply  that  formula  to  the 
fire  district  field  also. 

6.  Recreation  and  Park  District  Procedures 

In  view  of  the  fact  that  after  intensive  study  and  much  research 
the  committee  was  not  able  to  find  a  common  ground  on  which  the 
district  representatives  and  the  city  representatives  could  agree  so  that 
a  fair  and  equitable  solution  to  this  problem  could  be  found,  the  com- 
mittee feels  nevertheless  that  through  its  hearings  and  conferences 
it  has  helped  to  clarify  the  problems  and  to  crystalize  the  main  issues. 

Since  both  organizations  in  this  field,  the  League  of  California  Cities 
and  the  Recreation  and  Park  District  Association,  are  contemplating 
legislative  programs  in  this  field  for  the  next  session,  this  committee 
believes  that  it  should  not  make  firm  and  definite  recommendations  at 
this  time  but  should  stand  ready  to  listen  to  the  various  viewpoints  as 
they  come  up  during  the  session  and  give  each  one  a  fair  and  com- 
plete hearing.  As  a  result  of  its  interim  study,  the  committee  is  com- 
pletely familiar  with  this  problem  in  all  of  its  aspects  and  it  will  have 
this  report  and  the  transcripts  of  the  two  hearings  to  refer  to  during 
the  course  of  the  session  so  that  it  can  more  accurately  weigh  each 
legislative  proposal. 

In  addition,  the  committee  firmly  believes  that  some  clarification 
must  be  given  to  the  law  so  that  the  ambiguities  now  existing  can  be 
cleared  up  and  thus  prevent  long  and  costly  litigation.  The  committee 
hopes  that  this  will  be  accomplished  during  the  next  session.  Also, 
the  committee  plans  to  continue  its  study  of  this  portion  of  the  over- 
all special  district  problem  to  determine  if  it  is  feasible  to  come  up  with 
some  formula  or  solution  for  withdrawal  and  distribution  of  assets 
which  would  be  fair  and  equitable  to  all  concerned  and  which  could 
be  applicable  to  all  special  districts  which  perform  a  municipal  service. 

In  conclusion,  the  committee  believes  that  the  following  should  be 
kept  in  mind  in  the  consideration  of  any  legislative  proposal  concern- 
ing the  withdrawal  procedures: 

1.  The  present  and  prospective  ability  of  both  the  city  and  the  dis- 
trict to  serve  the  territory  involved. 

2.  Respective  assessed  valuation  within  and  without  the  area  in- 
volved. 

3.  Geographical  factors  of  the  area. 

4.  Ability  of  the  district  to  survive  and  maintain  the  present  stand- 
ards after  such  withdrawal  so  that  it  can  continue  to  serve  the 
remaining  area. 

5.  The  social  and  economic  factors  of  the  entire  area. 

6.  Population. 

7.  The  existence  of  other  private  and  public  facilities  in  the  area. 
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Also,  the  committee  believes  that  in  addition  to  the  above,  the  fol- 
lowing factors  must  be  borne  in  mind  when  considering  any  legislative 
proposal  having  to  do  with  the  distribution  of  assets  upon  a  with- 
drawal : 

1.  Historical  contribution  of  the  territory  to  the  assets. 

2.  Geographical  location  of  the  facilities. 

3.  Location  of  the  people  using  the  facilities. 

4.  Present  and  prospective  ability  of  both  the  city  and  the  district 
to  administer  the  facilities. 

5.  Relevant  economic  factors. 

6.  Present  and  prospective  development  of  the  area  involved. 


CHAPTER  6 

CONCLUSION 

The  committee  believes  that  further  study  should  be  given  to  the 
problem  of  consolidating  special  district  acts  in  other  fields.  Continued 
efforts  on  the  part  of  this  committee  will  be  made  to  attempt  consoli- 
dation in  each  field  of  governmental  operations  where  there  is  found 
to  be  a  multiplicity  of  special  district  laws  authorizing  a  district  to 
handle  such  an  operation. 

In  addition,  the  committee  feels  that  tailormade  legislation  in  the 
special  district  field  should  be  avoided  wherever  possible.  It  has  been 
shown  that  such  legislation  fails  to  adequately  solve  the  overall  prob- 
lems of  the  expanding  urban  growth  of  California;  in  fact,  at  times 
such  legislation  hampers  the  proper  growth  of  urban  development. 

In  general,  special  districts  should  be  encouraged  to  dissolve  when 
their  purposes  are  no  longer  necessary.  In  the  past  the  need  for  single 
purpose  special  districts  to  provide  a  municipal  type  service  to  the 
rapidly  growing  unincorporated  fringe  areas  of  California  was  great 
but  as  cities  and  counties  have  expanded  their  services  to  take  care 
of  such  problems,  the  need  for  such  a  district  decreases.  However,  it 
has  been  found  that  such  districts,  at  that  point,  fail  to  dissolve  and 
as  a  result  there  is  a  great  deal  of  duplication  of  services. 

This  committee  plans  to  continue  its  overall  study  of  the  special 
district  problem  in  the  effort  to  eliminate  excessive  duplication,  un- 
necessary services,  and  to  effectuate  true  consolidation  for  the  best 
interests  of  all  concerned. 
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State  of  California 
Office  of  Legislative  Counsel 
Sacramento,  December  16, 1960 
Honorable  Clark  Bradley 

802  First  National  Bank  Building 
San  Jose,  California 

Recreation  and  Park  Districts— No.  5435 

Dear  Mr.  Bradley:  We  enclose  our  opinion  in  wliicli  we  consider 
certain  questions  relating  to  the  withdrawal  of  territory  from  a  recrea- 
tion and  park  district. 

In  this  connection,  you  have  asked  us  to  re-examine  our  opinion  to 
you  dated  August  18,  1960  (District  Organization  Law,  Req.  No.  4501) 
to  ascertain  whether  our  answers  to  the  questions  in  the  enclosed 
opinion  would  cause  us  to  modify  our  earlier  opinion  in  any  manner. 

The  earlier  opinion  referred  to  concluded  that  it  is  probable  that 
the  courts  would  hold  that  the  residents  of  an  entire  recreation  and 
park  district  must  vote  at  an  election  on  the  question  of  annexation  or 
withdrawal  of  territory.  We  have  no  reason  to  modify  that  opinion. 

Very  truly  yours, 

Ralph  N.  Kleps 
Legislative  Counsel 
By  Robert  G.  Hinshaw 
Deputy  Legislative   Counsel 


(48) 


State  of  California 
Office  of  Legislative  Counsel 
Sacramento,  December  5,  1960 
Honorable  Clark  Bradley 

802  First  National  Bank  Building 
San  Jose,  California 

Recreation  and  Park  Districts— No.  5435 

Dear  Mr.  Bradley  :  Yon  have  asked  several  questions  relating  to  the 
procedure  for  w^ithdrawal  of  territory  from  a  recreation  and  park 
district  after  a  portion  of  its  territory  is  annexed  to  a  city.  These 
questions  are  set  forth  and  considered  separately  below. 

Question  No.  1 

How  many  signatures  are  necessary  on  a  petition  to  initiate  pro- 
ceedings for  the  withdrawal  from  a  recreation  and  park  district  of 
territory  which  has  been  included  within  the  boundaries  of  a  city  ? 

Opinion  No.  1 

It  is  our  opinion  that  a  petition  to  withdraw  territory  under  such 
circumstances  must  be  signed  by  a  number  of  registered  voters  equal 
in  number  to  at  least  25  percent  of  the  number  of  votes  cast  in  the 
territory  comprising  the  district  at  the  last  succeeding  general  election 
at  which  a  Governor  was  elected. 

Analysis  No.  1 

It  is  provided  in  the  Public  Resources  Code  with  respect  to  recreation 
and  park  districts  that  proceedings  may  be  commenced  looking  toward 
exclusions  of  territory  therefrom  upon  petition  signed  by  the  same 
number  of  qualified  petitioners  required  for  signature  on  the  petition 
for  organization  of  such  districts  (Sec.  5785,  P.R.C.).  The  number  of 
petitioners  required  on  a  petition  for  organization  of  a  recreation  and 
park  district  is  prescribed  in  Section  5781.3  of  the  Public  Resources 
Code,  which  requires  a  number  of  registered  voters  equal  in  number  to 
at  least  25  percent  of  the  number  of  votes  cast  in  the  territory  compris- 
ing the  district  at  the  last  succeeding  general  election  at  which  a 
Governor  was  elected. 

As  we  understand  it,  your  question  has  arisen  because  of  the  fact 
that  in  both  of  the  sections  of  the  Public  Resources  Code  above  re- 
ferred to,  reference  is  made  to  the  procedure  specified  by  the  District 
Organization  Law  (Ch.  1,  commencing  at  Sec.  58000,  Div.  1,  Title  6, 
Gov.  C).  In  that  chapter  is  contained  a  section  which  provides  for  a 
procedure  for  withdrawal  of  territory  from  any  public  district  which 
is  annexed  to  a  city  by  the  petition  of  more  than  1  percent  of  the  total 
number  of  voters  living  within  the  territory  to  be  withdrawn  (Sec. 
58250,  Gov.  C).  Also  contained  in  that  chapter  is  a  provision  that  in 
case  of  a  conflict  between  the  provisions  of  the  law  providing  for  the 
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creation  of  a  particular  district  or  type  of  district  and  the  provisions 
of  the  District  Organization  Law,  the  provisions  of  the  District  Organi- 
zation Law  shall  prevail  (Sec.  58309,  Gov.  C).  However,  the  law 
governing  the  creation  of  recreation  and  park  districts  with  which  we 
are  here  concerned  contains  a  provision  that  notwithstanding  Section 
58309  of  the  Government  Code,  in  the  event  of  a  conflict  between  the 
provisions  of  the  law  governing  recreation  and  park  districts  and 
those  of  the  District  Organization  Law,  the  provisions  of  the  law  gov- 
erning recreation  and  park  districts  shall  prevail  (Sec.  5780.8,  P.R.C.). 
Thus,  under  the  legal  principle  that  a  special  law  controls  over  a 
general  law  (see  45  Cal.  Jur.  2d,  Statutes,  Sees.  119,  120),  for  the 
purposes  of  this  question  we  do  not  look  tp  the  District  Organization 
Law,  but  rather  to  the  provisions  in  the  Public  Resources  Code  relat- 
ing to  recreation  and  park  districts  to  determine  the  number  of  neces- 
sary signatures  to  initiate  withdrawal  of  territory  from  such  a  district 
following  an  annexation  to  a  city,  and  we  find,  as  stated  above,  that  the 
25  percent  figure  is  controlling. 

Question  No.  2 

Must  the  signatures  on  a  petition  for  withdrawal  of  territory  be  those 
of  residents  in  the  territory  to  be  withdrawn  or  may  they  be  residents 
of  any  of  the  area  of  the  recreation  and  park  district  ? 

Opinion  No.  2 

In  our  opinion  the  petitioners  may  be  residents  of  any  area  of  the 
district. 

Analysis  No.  2 

Section  5785  of  the  Public  Resources  Code  provides  that  a  petition 
for  exclusion  of  territory  shall  be  signed  by  the  same  number  of  "quali- 
fied petitioners"  required  for  signature  on  a  petition  for  organization 
of  a  district.  "Qualified  petitioners"  are  those  referred  to  in  Subdivi- 
sion (b)  of  Section  5781.3  of  that  code,  who  must  be  persons  who  are 
registered  voters  from  any  of  "the  territory  comprising  the  district." 

Question  No.  3 

Is  there  any  manner  in  which  persons  in  the  district  petitioning  the 
withdrawal  of  territory  therefrom  can  bring  the  issue  to  an  election  if 
the  board  of  directors  of  the  district  does  not  determine  to  call  such  an 
election  ? 

Opinion  No.  3 

In  our  opinion  the  answer  to  this  question  is  in  the  negative. 

Analysis  No.  3 

After  the  necessary  petition  has  been  filed  with  the  board  of  directors 
of  a  recreation  and  park  district,  the  law  governing  such  districts 
specifically  provides  for  the  procedure  which  is  specified  in  the  District 
Organization  Law  (Sec.  5785,  P.R.C.).  The  District  Organization  Law 
provides  with  respect  to  the  exclusion  of  territory  from  a  district  that 
it  is  to  be  determined  by  the  governing  body  of  the  district  whether  the 
exclusion  is  in  the  best  interests  of  the  district  before  an  election  is 
called  on  the  question  (Sec.  58237,  Gov.  C). 
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While  we  do  not  believe  that  Section  58250  of  the  Governmeiit  Code 
is  applicable  here,  as  indicated  under  Question  No.  1,  because  of  the 
conflict  between  it  and  provisions  of  the  Public  Resources  Code  specifi- 
cally relating  to  recreation  and  park  districts  (Sees.  5780.8,  5785, 
P.R.C.),  even  if  Section  58250  were  applicable,  it  also  requires  a  deter- 
mination by  the  governing-  board  of  a  district  after  hearing  that  the 
services  of  the  district  are  being  performed  by  the  city  in  substantially 
the  same  manner  as  by  the  district  before  an  election  can  be  held. 

We  have  found  no  statutory  procedure  whereby  those  petitioning  for 
the  withdrawal  of  territory  of  a  recreation  and  park  district  can  cause 
the  withdrawal  of  territory  therefrom  in  the  absence  of  action  by  the 
board  calling  an  election. 

Verj^  truly  yours, 

Ralph  N.  Kleps 
Legislative  Counsel 
By  Robert  G.  Hinsiiaw 
Deputy  Legislative  Counsel 
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Dear  Mr.  Speaker:  The  Assemblj^  Committee  on  Municipal  and 
County  Government  submits  herewith  its  report  on  Annexation  and 
Related  Incorporation  Problems,  one  of  the  studies  conducted  by  the 
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This  final  report  contains  the  finding-s,  conclusions,  and  recommenda- 
tions of  the  Committee  on  this  subject. 
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SUMMARY  OF  FINDINGS 

The  Committee  finds  the  following  are  most  of  the  basic  nnderlying 
motivations  for  substantive  changes  in  the  present  annexation  laws: 

1.  Strip  Annexations  ^ 

2.  Islands 

3.  Right  of  City  to  Initiate  Proceedings 

4.  Enforceability  of  Agreements  between  Cities 

5.  Irregularity  of  Shape 

6.  County  Boundary  Commission 

7.  Special  Districts  Competing  with  Cities 

8.  Defensive  Incorporation 

9.  Single-purpose  Cities 

10.  Competition  between  Cities  for  Annexation  of  Unincorporated 

Areas 

11.  Expansion  Programs  by  Individual  Cities 

12.  Concept  of  Metropolitan  Government 

And,  as  against  the  foregoing,  the  Committee  recognizes  that  there 
remains  this  one  basic  factor  to  be  considered,  The  Fundamental  Rights 
of  the  Residents  of  an  Unincorporated  Area. 

The  Committee  also  recognizes  the  following  additional  factors  as 
being  involved  in  the  general  field  of  annexation— incorporation  prob- 
lems : 

1.  Need  for  Recodification  of  the  Present  Law 

2.  Liberalizing  the  De-Annexation  Procedures 

3.  Liberalizing  the  Laws  Pertaining  to  Consolidation  of  Cities 

4.  Cross- County  Annexations 
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CHAPTER  I 

INTRODUCTION 

A.  PURPOSE  OF  THE  INTERIM  STUDY 
During  the  interim  period  of  1959-1960,  the  Assembly  Committee  on 
Municipal  and  County  Government,  under  the  chairmanship  of  As- 
semblyman Clark  L.  Bradley,  undertook,  as  one  of  its  main  subjects  of 
study,  a  complete  review  of  the  present  annexation  and  related  in- 
corporation laws.  The  purpose  of  this  study  was  to  review  by  a  series 
of  hearings  and  conferences  the  problems  of  annexation  and  related  ni- 
corporation  problems  as  thev  relate  to  municipalities  and  as  they  may 
affect  the  various  counties  of  the  State.  The  Committee  felt  that  with 
the  tremendous  growth  of  California,  particularly  in  such  areas  as  San 
Diego  County,  Los  Angeles  County,  Orange  County,  Sacramento 
County,  the  San  Francisco  Bay  Area  Counties,  and  other  parts  of  the 
State,  this  was  a  subject  of  such  importance  that  it  was  incumbent 
upon 'the  Legislature  to  follow  very  closely  the  operation  of  these  laws 
to  ascertain  if  there  is  a  need  for  any  modification  or  improvements. 

In  1953  and  1954  this  committee  conducted  a  study  of  this  same 
problem.  In  its  final  report  to  the  1955  Session  of  the  Legislature,  the 
Committee  stated  the  following  conclusions  arrived  at  as  the  result  of 
that  study : 

"Under  the  theory  that  the  substantive  rights  and  prerogatives 
of  all  interested  parties  with  regard  to  annexation  are  to  be  pro- 
tected, the  Committee  concludes  that  the  present  annexation  pro- 
cedures—as contained  in  the  Inhabited  Annexation  Act  of  1913 
and  the  Uninhabited  Annexation  Act  of  1939— are  essentially  a 
workable  and  fairly  equitable  means  of  adding  territory  to  an  in- 
corporated community. 

"The  Committee,  however,  recognizes  the  necessity  of  making 
certain  changes  in  both  acts  to  clarify  ambiguities  and  overcome 
inherent  abuses. 

"It  should  be  stressed,  however,  that  statutory  amendments  and 
enactments  per  se  cannot  and  will  not  terminate  the  annexation 
problems  that  exist  in  California  for  the  statutory  problems  are 
but  one  phase  of  the  problem  area. 

"The  Committee  concludes  that  inadequate  planning  and  zoning 
in  some  unincorporated  urban  and  suburban  areas  by  the  county, 
and  the  practice  by  some  cities  of  down-grading  county  ordinances 
affecting  subdivisions,  zoning,  roads,  and  drainage  in  an  effort  to 
induce  annexation  are  as  much,  if  not  more,  a  problem  than  the 
aforementioned  statutory  changes.  While  these  problems  are  extra- 
jurisdictional so  far  as  affirmative  action  by  this  committee  is 
concerned,  the  Committee  is  compelled  to  go  on  record  so  as  to  em- 
phasize the  need  for  local  eradication  of  these  conditions. 

"The  Committee  further  concludes  that  in  any  annexation  or 
incorporation  proceeding,  the  interests  of  all  parties  concerned 
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with  the  annexation  or  incorporation  must  be  balanced  as  to  the 
effect  on  the  whole  and  not  merely  as  it  affects  any  part  thereof. 
Any  action  taken  with  less  than  a  sincere  effort  on  the  part  of 
all  concerned  to  look  at  the  total  effect  from  the  contemplated 
action  is  not  worthy  of  the  present  and  contemplated  protective 
mantle  accorded  all  interests  under  our  statutes.  Advisability 
rather  than  expediency  is  desired. ' ' 

The  Committee  believes  that  the  soundness  of  these  basic  conclusions 
as  stated  in  1955  has  been  demonstrated  by  the  annexation  history  since 
that  time.  The  basic  two  acts  have  been  "workable"  in  that  a  large 
amount  of  territory  has  been  annexed  by  California  cities,  and  they, 
on  the  whole,  have  been  "fairly  equitable".  As  stated  in  the  conclusion, 
legislation  cannot  be  a  cure-all  for  annexation  problems  and  that  is  true 
now  as  then.  However,  the  Committee  believes  that  because  of  the  ex- 
panding urban  growth  of  California  this  whole  field  should  be  reviewed 
again  to  determine  whether  these  laws  are  still  "workable"  and  "fairly 
equitable ' '  in  the  light  of  events  since  1955,  and  also  can  they  be  used 
in  the  1960 's  when  California's  urban  growth  is  expected  to  be  the 
greatest  in  the  Nation. 

B.     METHOD  OF  STUDY 

To  carry  out  this  study,  the  Committee  early  in  the  Fall  of  1959 
laid  out  a  program  of  study.  It  was  decided  to  hold  two  two-day  hear- 
ings, one  in  the  South  and  one  in  the  North,  to  hear  from  interested 
representatives  of  city,  county  and  district  government,  and  from  in- 
dividual citizens.  Then  after  conducting  these  hearings  it  was  decided 
to  hold  one  final  hearing  in  November,  1960,  to  hear  from  represent- 
atives of  the  three  main  organizations,  or  groups,  which  were  involved 
in  this  field,  namely,  the  League  of  California  Cities,  the  County  Super- 
visors Association  of  California,  and  the  Governor's  Commission  on 
Metropolitan  Area  Problems.  The  first  two  hearings  were  to  serve  the 
purpose  of  bringing  out  the  problems  in  the  field  and  to  suggest  some 
solutions,  and  the  last  meeting  was  for  the  purpose  of  permitting  the 
three  main  organizations  to  summarize  the  city  viewpoint,  the  county 
viewpoint,  and  the  Governor's  Commission's  viewpoint,  respectively, 
using  the  issues  and  problems  raised  during  the  earlier  hearings.  Be- 
fore each  hearing  detailed  letters  of  invitation  were  sent  out  to  city 
attorneys,  managers,  county  counsels,  etc.,  asking  them  to  present  the 
problems  they  are  confronted  with  and  to  offer  some  solution  if  possible. 
At  the  first  hearing  held  in  January,  1960,  in  San  Diego,  thirty-eight 
witnesses  testified,  resulting  in  a  transcript  covering  270  pages.  At  the 
second  hearing  held  in  May,  1960,  in  Oakland,  forty-one  witnesses 
testified,  resulting  in  a  transcript  covering  307  pages.  These  transcripts, 
along  with  the  one  on  the  final  hearing,  were  made  available  to  the 
public.  It  is  felt  that  these  transcripts  contain  a  most  complete  docu- 
mentation of  California's  annexation  law,  practices  and  problems,  and 
they  also  contain  a  wide  range  of  proposals  for  statutory  and  con- 
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stitutional  changes  to  meet  the  problems.  The  Committee  recommends 
their  reading  to  those  interested  in  the  subject.  ,      .    i 

In  addition  to  the  hearings,  the  committee  staff  attended  each  o±  the 
meetings  held  by  the  Governor's  Commission  on  Metropolitan  Area 
Problems  at  which  concrete  proposals  on  this  subject  m  particular, 
and  on  metropolitan  government  in  general,  were  discussed.  The  find- 
ings and  recommendations  of  the  Governor's  Commission  are  discussed 
in  a  later  chapter.  Also,  the  staff  attended  various  meetings  and  con- 
ferences held  by  the  League  of  California  Cities  and  the  County  Super- 
visors' Association  on  this  subject.  For  the  most  part,  staff  reports 
on  these  meetings  were  sent  to  each  Committee  member  so  that  he 
could  have  a  complete  picture  of  all  the  endeavors  in  this  field  and 
relate  them  to  our  Committee  study. 

C.  SCOPE  OF  STUDY 
On  the  whole,  the  Committee  devoted  most  of  its  time  to  annexation 
problems  and  their  solutions.  However,  since  this  field  covers  and 
touches  nearlv  every  phase  of  local  government,  other  related  matters 
came  up  and  were  discussed,  especially  in  the  field  of  incorporation 
and  overall  metropolitan  area  problems,  but  since  each  of  these  topics 
is  a  detailed  subject  of  study  in  itself,  the  Committee  tried  to  limit 
itself  to  discussing  only  annexation  and  related  incorporation  laws. 
As  a  result,  the  Committee  findings  deal  primarily  with  those  prob- 
lems but  the  statements  presented  by  the  League  of  Cities,  the  County 
Supervisors'  Association  and  the  Governor's  Commission,  which  are 
included  in  this  report,  touch  also  on  related  metropolitan  area  prob- 
lems since  they  are  so  closely  aUied  to  the  annexation  field. 


CHAPTER  II 

REASON,  RATIONALE  AND  PURPOSE 
OF  THE  REPORT 

As  stated  in  the  introductory  chapter,  the  Committee  initially 
started  its  study  of  this  subject  with  the  idea  that  after  hearing  ail 
interested  parties  and  studying  the  transcripts  of  the  hearings  it  would 
issue  a  report  on  the  subject  and  make  recommendations  to  the  Legis- 
lature for  adoption  at  the  1961  General  Session.  However,  at  the  con- 
clusion of  the  study  the  Committee  decided  that  it  might  not  be  in  the 
best  interest  of  all  concerned  if  detailed  final  recommendations  on  sug- 
gested changes  in  the  annexation  law  were  made  by  the  Committee  and 
passed  on  as  Committee  recommendations  to  the  Legislature. 

The  Committee  feels  that  it  has  heard  all  points  of  view  from  all 
the  four  main  organizations,  or  groups  studying  this  problem,  and  it 
is  fully  aware  of  their  respective  positions.  These  four  are  the  League 
of  California  Cities,  the  County  Supervisors  Association  of  California, 
the  Governor's  Commission  on  Metropolitan  Area  Problems,  and  the 
Attorney  General  of  California.  Since  the  Committee  knows  that  at 
least  three  of  the  four  groups  involved  will  be  sponsoring  detailed 
substantive  legislative  programs  of  their  own  at  the  next  session  of  the 
Legislature,  it  believes  that  it  should  not  make  any  substantive  recom- 
mendations at  this  time  and,  therefore,  in  that  manner  it  can  judge 
more  fairly  the  various  proposals  as  they  are  presented  during  the 
1961  Session.  The  Committee,  using  the  transcripts  of  the  interim  hear- 
ings, can  then  weigh  those  proposals  in  the  light  of  the  studies  and 
findings  made  during  the  interim  period. 

The  Committee  does,  however,  plan  to  introduce  in  the  1961  Session 
a  complete  recodification  of  the  annexation  and  related  incorporation 
statutes  with  minor  substantive  changes.  This  subject  will  also  be  dis- 
cussed in  a  later  chapter. 

Therefore,  the  main  purpose  and  intent  of  this  report  will  be  to 
set  out  a  brief  summary  of  the  fact  finding  hearings  in  Oakland  and 
San  Diego,  and  then  to  present  the  viewpoints  of  the  four  organiza- 
tions mentioned  above.  These  points  of  view  were  contained  in  detailed 
presentations  made  before  the  Committee.  The  Attorney  General's 
statement  was  presented  at  the  Oakland  hearing  and  the  other  three 
were  presented  at  the  final  hearing  in  November,  1960.  The  League 
of  Cities,  the  Supervisors  Association  and  the  Governor's  Commission 
were  asked  to  summarize  their  findings  in  this  field  as  they  relate  to 
the  problems  that  exist  and  to  present  their  recommendations  for  pos- 
sible legislative  solutions. 

It  is  hoped  that  this  report  will  furnish  to  those  who  are  interested 
in  this  field  a  complete  picture  of  the  problems  existing  at  this  time 
and  the  various  solutions  offered.  In  addition,  the  Committee  has  placed 
in  the  front  of  this  report  a  list  of  its  findings  as  to  the  basic  under- 
lying motivations  for  substantive  changes  in  the  present  annexation 
laws  and  a  list  of  various  factors  which  are  recognized  as  being  in- 
volved in  the  general  area  of  annexation-incorporation  problems. 
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SUMMARY  OF  THE  SAN   DSEGO  AND 
OAKLAND  HEARINGS 

To  enumerate  each  proposal  or  suggested  change  in  the  law  made  by 
each  witness  would  entail  a  great  amount  of  space,  considering  the 
length  of  each  transcript.  However,  in  this  chapter  the  major  proposals 
for  changes  in  the  law  as  suggested  at  these  two  hearings  will  be  listed. 
As  stated  earlier,  the  purpose  of  these  two  hearings  was  to  hear  from 
the  individual  practitioners  in  the  field,  such  as  city  attorneys,  man- 
agers, planning  directors,  etc.,  as  to  the  problems  they  encounter  and 
suggestions  for  possible  solutions. 

MAJOR  PROPOSALS 
(])  A  Complete  Revision  or  Recodification  of  the  Annexation  Laws 

A  great  majority  of  the  witnesses  testified  that  the  present  laws  in 
the  Government  Code  relating  to  all  types  of  annexation  processes,  and 
even  incorporation  processes,  are  too  cumbersome  and  burdensome  and 
they  should  be  rewritten.  Mr.  James  A.  Nicklin,  City  Attorney  for  the 
cities  of  Arcadia  and  El  Monte,  summarized  this  viewpoint  by  stating : 
...  the  entire  portion  of  the  Government  Code  dealing  with  all 
types  of  annexation  processes  should  be  entirely  rewritten  at  one 
time  instead  of  being  tampered  with  piecemeal.  Session  after  Ses- 
sion, with  repeated  attempts  being  made  to  insert  sections  and  add 
to  existing  sections,  to  the  point  where  they  have  become  so  cum- 
bersome as  to  be  not  only  unintelligible  but  impossible  of  com- 
pliance in  many  instances  .  .  .  There  have  been  more  than  250 
amendments  to  the  annexation  sections  of  the  Government  Code 
between  1949  and  1959.  This  would  average  better  than  40  amend- 
ments per  regular  session  of  the  Legislature  during  the  last  six 
regular  sessions,  and  this  is  a  lot  of  legislation  in  one  small  seg- 
ment of  our  Code  structure. 

However,  as  to  the  manner  and  method  of  revision,  there  was  some 
difference.  Some  witnesses  testified  that  the  basic  policies  as  outlined  m 
the  present  statutes  are  sound  and  that  only  a  recodification  is  neces- 
sary to  iron  out  conflicting  sections  so  that  the  definitions  in  each  section 
would  be  uniform,  and  so  that  the  sections  which  are  now  unintelligible, 
or  are  subject  to  much  interpretation,  could  be  straightened  out.  On 
the  other  liand,  other  witnesses  testified  that  preceding  such  re\yriting, 
the  Legislature  should  carefully  establish  basic  policies  concerning  an- 
nexation and  incorporation  in  the  light  of  the  needs  of  the  people  m 
this  period  of  urban  expansion;  for  example,  the  City  of  Santa  Rosa 
testified  that  the  present  laws  on  this  subject  are  not  backed  up  by  a 
consistent  State  policy.  They  testified  that  before  such  revision  the 
Legislature  must  adopt  a  policy  clearly  stating  "who  is  to  supply  what 
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services  out  of  what  revenues;  exactly  what  in  California  are  the 
respective  responsibilities  of  Federal,  State,  County,  City  and  District 
Governments  ? ' ' 

(2)  A  State  Agency,  Commission,  or  Regional  Boards  Should  be  Set  Up  to 
Handle  These  Problems 

Many  witnesses,  a  great  majority  of  them  representing  cities,  testified 
that  some  sort  of  State  agency  or  commission  should  be  set  up  to  ad- 
minister the  annexation  or  incorporation  procedures.  Those  proposing 
such  a  step,  however,  were  not  in  accord  as  to  what  type  of  agency 
should  be  set  up  or  how  it  should  be  operated.  The  City  of  San  Diego 
called  for  a  quasi-judicial  body,  but  still  allowing  the  area  the  right 
to  vote : 

We  would  propose  that  the  State  create  an  agency  which  would 
take  over  the  duties  of  the  present  County  Boundary  Commission 
and,  in  addition  to  the  services  now  provided  by  the  Boundary 
Commission,  such  agency  would  also  have  the  responsibility  of 
studying  all  proposed  incorporations  and  inhabited  annexations 
relative  to  the  merits  and  logic  of  the  incorporation  or  annexation, 
and  what  services  would  be  provided,  the  level  of  these  services, 
and  the  probable  costs  to  the  taxpayers  within  the  area.  The 
results  of  this  study  should  be  made  available  to  the  property 
owners  and  voters  of  these  areas  prior  to  their  final  determination. 

We  would  also  propose  that  the  cost  of  such  study  would  be 
borne  by  the  areas  proposing  annexation  or  incorporation. 

A  few  witnesses  testified  that  such  an  agency  or  court  should  have 
the  mandatory  right  to  decree  annexation  without  the  right  of  popular 
vote  following  certain  legislative  standards.  Still,  there  were  other  wit- 
nesses, some  of  whom  also  represented  cities,  who  testified  against  set- 
ting up  such  a  State  agency  on  the  ground  that  it  would  violate  local 
home  rule.  Some  of  these  witnesses  were  in  favor  of  strengthening  the 
present  County  Boundary  Commission.  Along  these  lines,  Mr.  Alfred 
W.  Dibb,  City  Attorney  of  Huntington  Park,  testified  as  follows: 

A  county  body  which  can  render  some  service  in  addition  to 
what  the  present  boundary  commission  is  able  to  render,  especially 
by  way  of  information,  I  think,  would  be  extremely  valuable.  How- 
ever, to  place  it  on  the  State  level,  gentlemen,  aside  from  the  ob- 
jections of  home  rule,  would  be  getting  away  from  this  very 
intimate  knowledge  of  the  subject  matter  (possessed  by  the  local 
officials  on  the  boundary  commission)  that  is  most  necessary  in 
order  to  adjust  these  problems  in  these  given  instances,  or  to  bring 
to  light  the  problems  which  might  come  up. 

(3)  Granting  the  Power  to  Cities  to  Initiate  Annexation  (Herein  also  the  power 
of  cities  to  decree  annexation) 
Here  also  a  great  number  of  the  witnesses,  most  of  them  representing 
cities,  testified  that  cities  should  be  granted  the  power  to  initiate  an- 
nexation, especially  in  the  fringe  areas  surrounding  the  city.  However, 
there  was  a  difference  of  opinion  among  those  taking  such  a  stand  as 
to  whether  the  people  in  the  uincorporated  urban  area  should  have  the 
right  to  vote  on  the  matter. 
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Some  of  them  stated  that  the  laws  should  he  amended  to  permit  city 
councils  to  initiate  inhabited  annexation  proceedings  by  calling  an 
election  in  the  area  proposed  for  annexation  without  the  initiating 
petition  and  protest  hearing  now  required.  In  touching  upon  this  point, 
Lee  M.  Roberts,  City  Manager  of  Napa,  declared : 

to  permit  the  city  council  to  initiate  inhabited  as  well  as  un- 
inhabited territory  annexation  proceedings  would  go  a  long  way 
toward  easing  the  tension  and  avoiding  the  exposure  of  signers  ot 
a  petition  to  opprobrium  from  their  neighbors   It  is  quite  amazing 
the  extent  to  which  feelings  will  run  in  some  of  these  matters,  with 
cases  of  anonymous  phone  call  threats,  business  boycotts,  and  the 
breaking  up  of  a  long  standing  bridge  foursome  having  been  re- 
ported. Because  of  the  complicated  laws,  the  opponents  of  an  an- 
nexation always  get  a  head  start  and  often  use  false  propaganda 
and  frighten  the  voters. 
On  the  other  hand,  others  went  further  and  advocated  that  not  only 
should  the  city  have  the  right  to  initiate,  but  also  should  have  the  power 
to  consummate  the  annexation  without  an  election.  The  ^orth  Caroiina 
approach  was  offered  as  a  possible  suggestion  by  George  H    femeath 
Planning  Director  for  the  City  of  Modesto,  and  the  American  Municipal 
Association  principles   on  this  were   advanced  by   City_  Manager   b. 
Leland  Gunn  of  Bakersfield.  The  North  Carolina  plan  gives  the  cities 
the  right  to  annex  land  which  logically  should  be  a  part  of  the  city, 
even  though  the  residents  of  the  area  to  be  annexed  are  opposed,  ihis 
power,  however,  is  subject  to  general  standards  or  limitations  imposed 
by  the  Legislature.  The  American  Municipal  Association  proposal  is 
that  municipalities  should  have  the  authority  to  initiate  and  consum- 
mate by  council  action  the  annexation  of  unincorporated  territory  to 
promote  the  health,  welfare,  safety  and  economic  development  of  the 
area  and  the  entire  community.  . 

However,  other  witnesses  testified  against  granting  the  power  lO 
annex  without  an  election.  As  one  witness,  who  m  fact  represented  a 
city,  stated  in  commenting  on  these  forced  annexation  proposals : 

they  remind  me  of  the  partition  of  Poland— without  the  con- 
sent of  the  Poles— and  of  the  outrageous  People's  Courts  of  Ked 
Russia  and  her  satellites.  They  are  high-handed,  undemocratic  and 
Un-American. 
There  were  some  suggestions  that  if  the  city  was  given  the  right  to 
initiate  the  proceedings,  still  granting  the  people  the  right  to  vote, 
then  there  should  be  a  time  limit  imposed  upon  the  city  so  that,  wnen 
an  annexation  is  defeated,  the  city  must  wait  a  certain  time  before  start- 
ing another ;  in  that  manner  the  people  would  not  be     brow-beaten 
into  joining  the  city. 

(4)  Cross-County  Annexation 

At  least  five  or  six  witnesses  representing  cities  testified  that  growing 
cities  located  adjacent  to  county  boundaries  should  not  be  precluded 
from  expanding  normally  and  extending  their  boundaries  into  adjacent 
county  territory  to  provide  needed  and  desirable  municipal  services. 
These  witnesses  stated  that  an  increasing  number  of  States  allow  cities 


14 


COMMITTEE  ON  MUNICIPAL  AND  COUNTY  GOVERNMENT 


to  annex  across  county  lijies  and  that  unified  cities  operating  in  two  or 
more  counties  are  by  no  means  uncommon. 

Other  witnesses  on  tliis  point  testified  that  they  view  cross-county 
annexations  as  a  possible  opening  of  Pandora's  Box  and  they  urged 
great  caution  m  consideration  of  the  problems  of  annexing  across 
county  lines.  ° 

On  this  matter,  another  suggestion,  oifered  as  an  alternative  to  cross- 
county  annexation,  was  that  the  procedure  for  adjusting  county 
boundary  lines  should  be  simplified  so  that  the  boards  of  supervisors 
of  the  counties  involved  could  get  together  and  work  out  adjustments 
so  ttiat  a  city  would  not  have  to  lie  in  two  counties. 
(5)  Elimination  of  Islands,  Corridors  and  Strips 

Quite  a  few  witnesses  testified  that  islands  of  unincorporated  ter- 
ritory which  now  exist  should  be  eliminated  by  being  required  to  join 
the  city.  In  mam,  their  position  was  that  if  it  is  the  policy  of  the  State 
that  islands,  corridors  and  strips  should  not  be  created  in  the  future 
it  is  a  necessary  corollary  that  those  validly  created  in  the  past  should 
be  eliminated.  Accordingly,  legislation  should  be  enacted  which  would 
authorize  the  annexation  of  validly  created  islands,  corridors  and 
strips,  to  their  surrounding  city  upon  a  finding  by  both  the  city 
council  of  the  surrounding  city  and  the  board  of  supervisors  of  the 
county  that  the  property  within  such  islands,  corridors  and  strips 
can  be  more  economically  served  and  will  benefit  from  municipal 
services  provided  by  the  city.  They  felt  that  this  would  eliminate  a 
large  part  of  the  existing  service  problem. 

Mr  E.  R.Stallings,  County  Manager  of  San  Mateo  County,  testified 
that  legislation  should  be  enacted  which  would  permit  the  initiation  of 
annexation  proceedings  by  the  Board  of  Supervisors  where  unin- 
corporated islands  of  limited  size  and  high  density  population  exist 
Me  further  declared  that  is  is  only  through  procedures  such  as  this 
that_  we  can  eliminate  many  problems  in  providing  governmental 
services  and  eliminate  tax  inequities  betAveen  residents  of  unincor- 
porated areas  and  incorporated  areas. 

(6)  Liberalize  the  De-Annexation  Provisions  of  the  Code 

Four  or  five  witnesses,  mainly  those  in  the  San  Diego  Bay  area,  called 
tor  easing  the  de-annexation  procedures  so  that  it  would  not  be  necessary 
to  have  a  vote  of  the  entire  city  from  which  the  area  is  to  be  de- 

v'^'^^?'^-  ^^^^^^  "^^"^"^  *^^^  ^^^  present  laws  are  too  complex  and  too 
difficult. 

(7)  Other  Proposals 

In  addition  to  the  above  major  proposals,  the  Committee  heard 
testimony  on  many  other  suggested  changes  which  are  too  numerous  to 
list.  There  are  approximately  200  other  changes  which  were  offered 
at  the  hearings  dealing  with  clearer  definitions  of  certain  sections 
changing  of  certain  statutory  requirements,  lengthening  and  shortening 
the  time  for  filing  petitions,  regulation  on  the  shapes  of  annexations, 
prohibition  against  filing  overlapping  annexation  proposals,  etc.  These 
might  be  classified,  as  far  as  this  summary  goes,  as  technical  changes 
but  to  those  working  in  the  field,  such  as  the  city  attorneys,  county 
boundary  commissioners,  etc.,  many  are  important  changes  which  also 
need  attention. 


CHAPTER  IV 

APPROACH   OF  THE  COUNTY  SUPERVISORS 
ASSOCIATION   OF  CALIFORNIA 

At  the  final  hearing  on  this  subject  held  in  November,  1960,  the  rep- 
resentatives of  the  County  Supervisors  Association  of  California  were 
asked  to  give  the  Committee  their  official  points  of  view  on  this  sub- 
ject This  organization  had  devoted  a  great  portion  of  the  year  to  a 
study  of  annexation  problems,  and  in  addition,  they  had  the  benefit 
of  the  transcripts  of  the  San  Diego  and  Oakland  hearings  to  help  them 
outline  the  problems  and  crvstallize  their  thinking  m  the  matter.  Mr. 
Paul  J  Anderson,  Chairman  of  the  Board  of  Supervisors  of  Riverside 
County,  and  Chairman  of  the  County  Supervisors  Association  s  Urban 
Problems  Committee,  delivered  the  policy  statement  on  behalf  of  the 
Association.  His  entire  statement,  with  the  exception  of  some  prelim- 
inary remarks,  is  included  here  so  that  the  reader  may  have  a  full 
picture  of  countv  government's  thinking  in  approaching  the  problems 
created  by  the  great  urbanization  growth  in  California,  especially  as 
they  relate  to  the  annexation  field. 

The  County  Supervisors  Association  of  California  has  labored 
long  and  hard  in  the  development  and  pronouncement  of  two  basic 
documents  which  "anchor"  the  total  program  and  philosophical 
approach  to  government  of  the  Association.   These  historic  proc- 
lamations are  known  as  the  "Principles  of  County  Home  Rule 
and  the  "Metropolitan  Area  Principles  for  Counties.     The  Home 
Rule  Principles  were  adopted  in  1957  and  the  Metropolitan  Area 
Principles  were  adopted  in  1959.  Both  sets  of  basic  principles  were 
proclaimed  onlv  after  a  long  period  of  intense  reconsideration  and 
rethinking  of  the  present  and  future  role  of  county  government  m 
California.   And  now,   every   recommended   program,   every   con- 
templated action,  every  new  legislative  proposal,  and  every  sug- 
gested departure  from  present  philosophy  of  the  Association  is 
measured  against  these  sets  of  guiding  principles.  For  that  reason, 
Mr.   Chairman,  it  is  mv  feeling  that  the  Committee  will  better 
understand  the  recommendations  of  the  Association  which  I  shall 
place  before  vou  this  morning  if  the  Committee  has  before  it  these 
two  land-mark  documents  which  guide  our  every  action.  I  sin- 
cerely hope  that  with  a  reading  of  the  two  sets  of  principles  the 
Committee  will  have  a  deeper  insight  into  the  reasons  and  consid- 
erations behind  and  underlying  the  recommendations  of  the  Asso- 
ciation in  the  field  of  metropolitan  area  problems. 

PR1NC8PLES   OF   COUNTY   HOME    RULE 
Adopted  ^957 

1.  The  California  tradition  of  local  home  rule  and  self-determina- 
tion as  applied  to  county  governuient  should  be  continued  and 

(15) 
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strengthened.  It  should  find  further  expression  in  the  constitu- 
tion and  the  statutes.  Particularly,  the  general  law  on  county 
government  should  permit  wide  flexibility  wherever  possible  so 
that  resort  to  a  charter  is  not  necessary  to  achieve  simple  mod- 
ernization. 

2.  Areas  where  counties  act  primarily  as  agents  of  the  state  in 
performing  a  state  service  and  do  so  with  substantial  state 
financing  should  be  distinguished  from  areas  of  local  or  mixed 
state  and  local  interest,  so  as  to  provide  a  basis  for  indicating 
where  statewide  standards  and  supervision  may  be  justified. 

3.  Counties  should  be  free  to  determine  the  scope  and  the  extent 
of  the  governmental  services  each  ,^ will  render,  subject  to  the 
recognized  need  for  some  uniformity  in  the  standard  of  per- 
formance of  services  of  national  or  state-wide  import. 

4.  In  services  of  national  or  statewide  import,  the  degree  of  uni- 
formity required  should  be  carefully  determined  in  each  case, 
with  emphasis  on  the  purpose  of  the  individual  requirement — 
to  the  end  that  uniformity  will  not  be  "uniformity  for  uni- 
formity's sake,"  but  in  each  case  will  serve  a  specific  beneficial 
purpose  and  to  the  further  end  that  the  progress  which  can 
come  only  from  the  existence  of  a  variety  of  administrative 
approaches  and  methods  shall  not  be  stifled. 

5.  Counties  should  be  free  to  devise  their  own  operating  policies 
in  all  governmental  programs  not  financed  wholly  or  substan- 
tially by  federal  or  state  funds,  subject  to  a  requirement  that 
such  policies  be  definitely  set  forth  in  writing. 

6.  Counties  should  be  free  to  devise  their  own  internal  organiza- 
tion, either  under  a  charter  or  under  general  law. 

7.  Counties  should  be  free  to  devise  their  own  operating  policies  in 
such  fields  as  purchasing,  capital  outlay  and  employment  con- 
ditions, subject  to  a  requirement  that  such  policies  be  clearly 
set  forth. 

8.  To  assure  direct  responsibility  to  the  people  and  to  enable  the 
enforcement  of  such  responsibility,  general  control  of  the  county 
government  should  be  placed  wholly  in  the  board  of  supervisors. 

METROPOLITAN   AREA   PRINCIPLES    FOR   COUNTIES 
Adopted  1959 

1.  Leadership  by  counties  is  essential  to  the  promotion  of  co- 
operative undertakings  with  cities  and  between  counties,  in 
order  to  achieve  the  most  effective,  equitable  and  economical 
solutions  to  metropolitan  problems. 

2.  Counties  already  perform  area-wide  activities  and  must  be  pre- 
pared to  accept  increasing  responsibilities  for  providing  urban 
services,  subject  to  the  over-riding  principle  that,  insofar  as  pos- 
sible, the  areas  benefited  shall  pay  the  cost  thereof. 

3.  In  the  interest  of  providing  effective  and  economical  services 
through  democratic  processes,  local  governmental  functions  must 
be  concentrated  in  governmental  agencies  which  are  politically 
responsible  and  responsive,  i.e.,  cities  and  counties. 
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4  Metropolitan  problems  and  their  solutions  differ  from  one  met- 
■  ropolitan  area  to  another  and  require  careful  analysis  evalua- 
tion and  appraisal  at  the  local  governmental  level  m  terms  ot 
their  applicability  to  the  area  in  question.  The  potential  ot 
existing  units  of  local  government,  i.e.,  cities  and  counties  to 
equitably,  economically  and  effectively  solve  the  metropolitan 
problem  must  be  explored  before  resort  is  had  to  the  creation  of 
new  and  larger  units  of  government. 

5  State  law  relating  to  county  government  must  permit  wide 
flexibility  so  as  to  authorize  counties  to  more  effectively  meet 
the  problems  resulting  from  rapid  growth  and  to  take  construc- 
tive and  preventive  action,  including  annexation  to  and  con- 
solidation of  special  taxing  districts. 

6  Utilization  of  inter-agency  agreements  to  solve  metropolitan 
problems  is  preferable  to  the  creation  of  new  units  of  local 
government. 

7  If  the  creation  of  a  new  unit  of  local  government  is  necessary 
'  to  the  effective  and  economical  solution  of  the  area-wide  prob- 
lems  the  responsibilitv  for  the  government  and  administration 
rightfully  vests  in  the  elected  city  councilraen  and  county  super- 
visors. 

8  The  creation  of  autonomous  special  taxing  districts  must  be 
■  discouraged  as  their  creation  is  detrimental  to  the  effective  solu- 
tion of  metropolitan  problems. 

The  Urban  Problems  Committee  of  the  County  Supervisors  As- 
sociation of  California  has  devoted  1960  to  the  complete  review 
of  that  vast  and  diversified  range  of  problems  which,  for  the  sake 
of  convenience,  all  of  us  in  this  field  have  come  to  call  metro- 
politan area  problems."  Time  will  not  permit  me  to  lay  before  the 
Committee  all  of  the  ideas,  suggestions,  programs,  and  factors 
which  the  Urban  Problems  Committee  considered  during  the  year, 
but  you  have  mv  profound  assurance  that  each  recommendation 
which  we  shall  offer  this  morning  is  based  on  the  most  careful  and 
obiective  study  bv  many  scores  of  dedicated  and  Imowledgeable 
persons  in  the  field  of  county  government.  Each  of  the  six  recom- 
mendations finds  its  source  of  support  in  the  'Home  Rule  Prin- 
ciples" and  the  "Metropolitan  Area  Principles"  and  each  is  now 
a  matter  of  firm  policy  in  the  County  Supervisors  Association 

AVith  this  background,  then,  I  shall  proceed  now  to  a  recitation 
of  our  recommendations  and  of  the  major  considerations  underly- 
ing our  action.  The  County  Supervisors  Association  of  California 
respectfully  submits  for  your  consideration  the  toUowmg: 
/  The  County  Supervisors  Association  of  California  Supports  the  Enact- 
ment of  Legislation  Which  Would  Create  a  New  State  Agency  or 
Department  in  the  Nature  of  a  "State  Metropolitan  Areas  Commission. 

But— 

(a)  The  new  agency  would  have  advisory  powers  only  with 
reference  to  boundary  changes,  annexation,  incorpora- 
tion, etc.  by  cities. 
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(b)  The  agency  would  have  advisory  powers  only  with 
reference  to  boundary  changes,  etc.,  by  autonomous,  in- 
dependent special  districts  (and  no  authority  with 
reference  to  special  districts  for  which  a  board  of  super- 
visors is  the  governing  body). 

Our  recommendation  envisions  a  procedure  whereby  cities  or 
special  districts  seeking  to  annex,  etc.,  before  proceeding,  would 
be  required  to  wait  for  an  "advisory"  report  from  the  new  State 
agency  as  to  the  feasibility  of  the  proposed  action. 

_  This  recommendation  evidences  recognition  by  county  super- 
visors of  the  serious  need  for  the  assistance  of  an  impartial  agency 
—an  organization  having  adequate  st^tf  and  resources — in  dealing 
with  the  problems  of  boundary  changes,  annexation,  incorpora- 
tions, etc.  There  is  every  evidence  that  these  metropolitan  area 
matters  are  so  vast  and  so  complex  as  to  defy  solution  on  the 
present  basis.  Experience  has  demonstrated  that  counties,  cities 
and  special  districts  lack  the  time,  staff  and  resources  necessary 
to  a  gathering  and  analysis  of  all  the  pertinent  facts  when  a 
boundary  change  or  other  action  is  contemplated.  In  fact,  much 
of  the  friction  and  ceaseless  wrangling  in  the  county-eity-special 
district  complex  is  borne  of  inadequate  fact-gathering  and  fact- 
analysis. 

More  than  that,  each  separate  local  unit  of  government  lacks 
the  necessary  "observation  tower"  for  making  a  proper  assess- 
ment of  the  metropolitan  area  problem.  Being  so  completely  im- 
mersed in  the  complex  of  local  government,  it  is  difficult  "for  a 
local  governmental  unit  to  "see  the  forest  for  the  trees."  It  is  be- 
lieved that  an  advisory  agency  at  the  state  level — from  its  de- 
tached vantage  point — could  render  a  real  service  by  studying 
and  analyzing  the  proposed  action  during  a  "holding  off"  period 
imposed  on  the  interested  units  of  government.  The  State  agency 
uniquely  would  be  in  a  position  to  study  and  report  on  the  inter- 
relationship of  local,  area-wide  and  statewide  factors. 

In  any  event,  I  must  make  clear  that  our  recommendation  calls 
for  the  creation  of  a  State  agency  with  advisory  powers  only.  To 
recommend  a  role  beyond  this  for  the  State  agency,  it  is  quickly 
seen,  would  be  to  depart  abruptly  from  those  cherished  home  rule 
principles  and  metropolitan  area  principles  which  serve  as  our 
guide. 

//.  The  County  Supervisors  Asscdation  of  California  Supports  the  Enact- 
ment of  Legislation  Which  Would  Establish  Machinery  for  the  Creation 
of  Multi-Purpose  Districts  in  Metropolitan  Areas. 

\\e  suggest  that  the  law,  as  originally  drawn,  require  that  the 
new  metropolitan  area  multi-purpose  district  include  metropolitan 
planning  and  one  or  more  of  the  following  services :  air  pollution 
control;  water  supply;  sewage  disposal  and  drainage;  transporta- 
tion, terminals  and  related  facilities;   parks  and   parkways;  law 
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enforcement ;  fire  protection ;  civil  defense ;  and  any  other  metro- 
politan area-wide  functions. 
But— 

(a)  Elected  local  officials,  county  supervisors  and  mayors  or 
councilmen,  would  constitute  the  governing  body  of  the 
multi-purpose  district. 

(b)  The  creation  of  a  multi-purpose  district  would  be  optional 
and  'permissive  Avith  power  in  the  cities  and  counties  con- 
stituting the  metropolitan  area  to  activate  the  district 
under  law.  There  would  be  no  power  in  the  State  agency 
to  order  the  creation  of  the  district  or  to  force  an  election. 

(c)  There  would  be  no  State  role  in  the  establishment  or 
operation  of  the  multi-purpose  district. 

By  this  recommendation,  Mr.  Chairman,  it  is  seen  that  the  County 
Supervisors  realize  the  serious  need  for  a  metropolitan  type  dis- 
trict which  would  enable  city  and  county  governments  to  do  the 
regional  planning  and  to  make  adequate  provision  for  highways, 
water  supply  and  the  other  area-wide  services  noted  above,  that 
each  separate  local  government  is  presently  incapable  of  doing  by 
itself.  I  stress  again  that  our  proposal  calls  for  a  metropolitan 
multi-purpose  district  called  into  being  by  the  cities  and  counties 
in  the  metropolitan  area  and  directed  and  operated  by  the  elective 
representatives  of  those  local  governments. 

In  effect  then,  establishment  of  legal  machinery  whereby  a 
metropolitan  multi-purpose  district  could  be  activated  would  con- 
stitute another  fine  new  example  of  cities  and  counties  joining 
together  and  cooperating  in  the  solution  of  area-wide  problems— 
and  this,  without  sacrificing  precious  home  rule  concepts  to  a  de- 
tached super-agency  over  which  the  people  through  their  elected 
representatives  would  have  no  control  It_  bears  ^repeating  that 
the  new  "State  Metropolitan  Areas  Commission,"  if  established, 
would  have  absolutely  no  role  in  the  creation  or  operation  of  this 
metropolitan  multi-purpose  district.  The  machinery  for  the  acti- 
vation of  the  district  will  be  on  the  books  and  cooperating  city 
and  county  governments  could  take  advantage  of  it  if  they  wished. 

///.  The  County  Supervisors  Association  of  California  Supports  A  Revision 
of  the  Lav^  Whereby  Cities  Would  Have  the  Right  to  Initiate  Annexa- 
tion in  Inhabited  Areas,  With  Certain  Limitations.  The  Question  of 
Annexation  Would  Have  to  be  Submitted  to  the  Electorate  in  the 
Area  to  be  Affected  and  There  Would  be  a  Rigid  Rule  LIMITING  the 
Frequency  With  Which  the  Question  Could  be  Resubmitted  to  the 
Voters. 

The  Committee  will  recall  that  at  present  cities  can  only  initiate 
annexation  in  the  so-called  "uninhabited"  areas.  By  this  recom- 
mendation, the  Association  seeks  to  clear  the  way  so  that  there  is 
available  another  avenue  or  approach  to  the  achievement  of  stream- 
lining and  modernization  so  sorely  needed  in  the  field  of  metro- 
politan area  problems.  At  best,  such  a  law  might  stimulate  an  an- 
nexation in  the  best  interests  of  good  government.  At  worst,  if  the 


20  COMMITTEE  ON  MUNICIPAL  AND  COUNTY  GOVERNMENT 

annexation  is  turned  down,  the  law  still  would  have  called  into 
play  a  rethinking-  by  the  electorate  in  the  area  to  be  affected  of 
the  efficiency  and  effectiveness  of  local  government  in  that  com- 
munity. 

The  proposed  law,  and  very  properly  we  think,  would  not  permit 
harassment  of  the  people  in  the  "inhabited  area"  that  would  be 
affected.  The  key  concept  underlying  this  recommendation  is  em- 
bodied in  the  authority  to  cities  to  "initiate"  annexation.  The 
electorate  in  the  area  to  be  affected  would  still  have  the  right  to 
turn  down  the  annexation  at  the  polls.  Laying  this  recommenda- 
tion side  by  side  with  our  home  rule  and  metropolitan  area  prin- 
ciples it  is  quickly  apparent  that  a  proposal  urging  that  cities  be 
given  the  power  to  "initiate"  aiut  "consummate"  annexation 
would  be  an  unwarranted  abandonment  of  those  principles. 

IV.  County  Supervisors  Association  of  California  Recommends  That  the 
Laws  Pertaining  to  Annexation  be  Revised  to  Reflect  the  Streamlining 
Proposed  in  the  Formal  "Los  Angeles  County  Recommendations." 

The  Committee  will  doubtless  recall  that  at  your  San  Diego  hear- 
ing of  January,  1960,  you  were  made  familiar  with  the  formal, 
comprehensive  proposals  of  Los  Angeles  for  a  much  needed  "clean 
up"  and  modernization  of  the  annexation  laws.  Doubtless,  you  will 
join  with  the  entire  county  family  in  commending  Los  Angeles 
County  for  its  leadership  and  great  interest  in  laboring  to  bring 
order  and  reasonableness  to  a  presently  confusing  and  difficult 
area  of  the  law.  We  have  studied  the  Los  Angeles  County  pro- 
posals and  feel  that  new  legislation  embodying  their  recommenda- 
tions would  do  much  to  make  the  annexation  laws  more  workable. 
We  therefore  recommend  that  your  Committee  propose  legislation 
that  would  incorporate  the  proposals  for  revision  of  the  annexation 
laws  as  advanced  by  Los  Angeles  County.^ 

V.  County  Supervisors  Association  of  California  Lauds  the  Action  of  the 
Assembly  Interim  Committee  on  Municipal  and  County  Government  in 
Encouraging  the  Consolidation  of  Duplicate  Provisions  Contained  in 
the  Annexation  Act  of  1913  and  the  Annexation  of  Uninhabited  Ter- 
ritory Act  of  1939. 

We  hasten  to  applaud  any  action  or  approach  which  seeks  to 
eliminate  confusion  and  uncertainty  in  the  law  because  such 
chaotic  conditions  invariably  w^ork  to  the  disadvantage  of  the 
citizen  and  in  derogation  of  the  peoples'  rights.  Your  action  in 
taking  the  lead  in  eliminating  duplication  and  uncertainty  in  the 
annexation  laws  is  viewed  as  another  significant  advance  in  your 
broad  and  diversified  attack  on  annexation  and  other  metropolitan 
area  problems. 


iVol.   1,   San  Diego,  January  1960  Transcript  of  Proceedings  of  the  Assembly   Com- 
mittee on  Municipal  and  County  Government. 
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V/    County  Supervisors  Association  of  California  Recommends  That  the 
'  County  Service  Area  Law  be  Revised  to  Make  the  Law  More  Readily 
Usable  and  Thus  More  Effective  by  Providing: 

(a)  For  cupital  outlay  or  facilities  in  a  county  service  area, 
(h)  For  the  creation  of  a  reserve  for  huilding  construction  or 
an  accumuUtive  huilding  fund  for  construction. 

(c)  For  workaUe  time  requirements  in  the  law  as  to  the  crea- 
tion of  a  county  service  area  law. 

(d)  For  clarification  as  to  transfer  of  indebtedness  of  a  county 
service  area  upon  annexation  or  incorporation  of  that  area. 

Mr  Chairman,  with  proper  revision,  the  County  Service  Area 
Law  could  be  a  very  effective  instrument  in  furtherance  of  efiicient 
government  under  the  elected  board  of  supervisors.  Readily  us- 
able, the  County  Service  Area  Law  could  do  much  to  prevent 
further  duplication,  fragmentation  and  inefaciency  by  heading  off 
the  creation  of  independent  special  districts  added  to  the  burden- 
some number  already  in  existence.  ^i,  .  <  <  mi. 

The  Preamble  to  the  County  Service  Area  Law  recites  that  ihe 
Legislature  recognizes  the  duty  of  counties  as  instrumentalities  ot 
State  government  to  adequately  meet  the  needs  of  such  areas  tor 
extending  governmental  services  and  also  recognizes  that  such  areas 
should  pay  for  the  extended  services  which  are  provided,  we  m 
county  government  recognize,  too,  that  we  have  a  responsibility 
to  provide  services  to  our  citizens  and  in  many  cases  would  hasten 
to  provide  those  services  through  the  creation  of  a  County  Service 
Area  Law  but  for  features  in  that  law  which  discourage  its  use. 
With  the  changes  in  the  law  we  have  recommended  counties 
will  be  less  reluctant  to  take  advantage  of  the  County  Serv- 
ice Area  Law  and  the  end  result  will  be  that  responsible  gov- 
ernment will  be  encouraged  in  counties.  The  County  Supervisors 
Association  will  place  before  the  1961  Legislature  proposed  legis- 
lation which  will  effect  the  needed  revision  of  the  County  Service 
Area  Law  and  we  respectfully  enlist  the  endorsement  and  support 
of  your  Committee  for  that  proposed  statutory  revision. 

Mr  Chairman,  you  have  heard  our  6-point  program  m  the  held 
of  metropolitan  area  problems  and  I  commend  it  to  the  earnest  con- 
sideration of  the  Committee.  I  deeply  appreciate  the  privikge  ot 
appearing  before  you.  If  the  Committee  has  any  questions  1  will 
endeavor  to  answer  them  to  the  best  of  my  ability. 


CHAPTER  V 

THE  LEAGUE  OF  CALIFORNIA  CITIES' 
APPROACH  TO  THE  PROBLEM 

The  League's  presentation  before  the  Committee  was  made  by  Lewis 
Keller,  Associate  Counsel  of  the  League.  The  presentation  is  broken 
into  two  parts :  the  first  one  outlining  the  definite  policy  on  annexation 
and  incorporation  adopted  by  the  League's  Board  of  Directors;  the 
second  part  outlining  a  potential  new  approach  in  solving  the  prob- 
lems which  has  not  been  adopted  as  a  matter  of  policy  by  the  League. 
However,  both  parts  are  included  to  give  the  reader  a  complete  picture 
of  the  current  thinking  in  this  field.  The  first  part  is  as  follows: 

The  subject  before  your  committee  today  is  one  of  the  most  im- 
portant confronting  local  government  in  California.  It  is  also  one 
of  the  most  complex  and  controversial.  The  transcripts  of  your 
San  Diego  and  Oakland  hearings  contain  a  most  complete  docu- 
mentation of  California's  annexation  law,  practices  and  problems. 
They  also  contain  a  wide  range  of  proposals  for  statutory  and 
constitutional  changes  to  meet  the  problems.  You  have  heard 
from  local  representatives  of  most  of  the  principal  interests  in- 
volved in  the  annexation  process,  including  county,  city.  State, 
school,  and  taxpayer. 

In  1953  and  1954  this  committee  conducted  a  study  of  this  same 
problem,  and  concluded  in  its  report  to  the  1955  Session  of  the 
Legislature  that  .  .  .  "the  present  annexation  procedures — as 
contained  in  the  Inhabited  Annexation  Act  of  1913  and  the  Unin- 
habited Annexation  Act  of  1939 — are  essentially  a  workable  and 
fairly  equitable  means  of  adding  territory  to  an  incorporated  com- 
munity. ' '  The  committee  further  concluded  that  ' '  statutory  amend- 
ments and  enactments  per  se  cannot,  and  will  not  terminate  the 
annexation  problems  that  exist  in  California,  for  the  statutory 
problems  are  but  one  phase  of  the  problem  area." 

The  soundness  of  these  basic  conclusions  has  been  demonstrated 
by  annexation  history  since  1955.  The  basic  two  acts  have  been 
"workable"  in  that  a  large  amount  of  territory  has  been  annexed 
by  California  Cities,  and  they  have  been  "fairly  equitable."  Now, 
as  then,  it  will  be  universally  conceded  that  legislation  cannot  be 
a  cure-all  for  annexation  problems.  The  transcripts  of  this  in- 
terim bear  eloquent  testimony  to  the  need  for  a  fundamental  re- 
examination of  the  subject.  We  now  ask  whether  the  annexation 
laws,  in  the  light  of  events  since  1955,  are  sufficiently  workable 
and  sufficiently  equitable,  and  whether  legislation  might  not  be 
effective  in  solving  a  larger  part  of  the  problem  area  than  was 
considered  possible  in  1955. 

T)ip  problem:-<  wliieh  have  been  presented  to  this  committee  are 
all  directly  attributable  to  the  basic  policy  concepts  underlying 
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the  California  Annexation  statutes.  The  problems  flow  directly 
from  application  of  the  policies  in  a  rapid  growth  situation.  Only 
by  some  substantial  policy  changes  can  effective  solutions  he 
reached.  A  review  of  these  basic  policies  and  the  problems  which 
they  create  will  be  helpful  in  considering  possible  solutions. 

/.   Basic  California  Annexation  Policies  and  Resulianf  Problems 

A.  Annexation  Proceedings   Are   Conducted  Entirely  by  the 
City  with  No  Eeview  Other  Than  Judicial  Review.     Under  the 
two  principal  annexation  acts,  the  annexing  city  makes  all  of  the 
basic  determinations  of  its  own  jurisdiction,  and  the  regularity  of 
proceedings.   These  determinations  are  subject  to  review  by  the 
courts,  but,  unless  attacked  in  the  courts,  are  final  and  binding. 
This  causes  three  problems  which  have  been  brought  to  the  com- 
mittee's attention.  First,  property  owners  and  citizens  in  annexed 
territory  complain  bitterly  in  many  cases  that  the  City  decides  all 
questions  of  fact  and  law  in  favor  of  annexation.  Secondly,  this 
policy  permits  and   even   encourages  competition  between  cities 
for  the  annexation  of  territory.  Because  of  the  city  council's  mul- 
tiple role  and  plenary  authority  in  annexation  proceedings,  the 
Legislature  has  lengthened  the  process  considerably  and  has  im- 
posed a  number  of  procedural  limitations.  These  are  designed  to 
protect  the  citizen  and  property  owner  from  hasty  or  abusive  ac- 
tions. Resulting  length  and  complication  of  procedure  creates  the 
third  problem.   City  officials  and  developers  seeking  annexation 
complain  that  the  statutory  procedures  take  too  much  time  and 
are  unduly  complicated.  At  the  committee  hearing  in  Oaldand, 
Deputy  Attorney  General  Eugene  B.  Jacobs  testified  that  "in  our 
opinion  the  most  serious  defect  in  the  present  annexation  statutes 
is  the  fact  that  the  entity  conducting  the  procedure  and  making 
the  crucial  determinations  as  judge,  fact  finder,  and  administrator 
is  a  party  in  most  instances  desirous  of  completing  an  annexation 

the  city  council  of  the  city  to  which  the  territory  is  to  be  added. 

B.  The  State  Law  Contains  No  General  Qualitative  Standards 
for  Determining  the  Annexability  of  Territory.  In  California 
there  is  no  statutory  requirement  that  territory  in  order  to  be 
annexable  must  need  municipal  services,  either  presently  or  pros- 
pectively, or  that  the  annexing  city  be  prepared  to  provide  needed 
municipal  services  to  the  territory  following  annexation.  One  nar- 
row exception  to  this  absence  of  qualitative  standards  for  annex- 
ation is  found  in  the  so-called  "greenbelt"  provisions  of  Section 
35009  of  the  Government  Code.  When  this  policy  is  coupled  with 
the  principle  that  protesting  minority  property  owners  can  have 
their  property  annexed  even  though  they  have  no  need  for  munici- 
pal services,  complaints  of  unfair  treatment  are  inevitable. 

C  Contiguity  Is  an  Absolute  Requirement  Determined  by  Non- 
Discretionary  Standards  of  a  Precise  Mathematical  Nature. 
Contiguity  is  a  fundamental  requirement  in  all  California  an- 
nexation procedures.  Prior  to  1951,  the  law  merely  required  that 
territorv  be  "contiguous"  to  the  annexing  city.  In  1951,  limitations 
were  placed  upon  the  use  of  "strips"  to  attain  contiguity,  and  the 
creation    of    "islands"    of    unincorporated    territory.    The    strip 
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limitations  were  couched  in  terms  of  measured  dimensions,  with 
exceptions  for  street  strips.  In  1955,  street  strips  were  limited  in 
length  to  one-half  mile.  Subsequently,  in  1957  and  1959,  the  crea- 
tion of  corridors  and  street  strips  of  unincorporated  territory  was 
prohibited.  These  limitations  represent  an  attempt  to  describe  an 
almost  indescribable  group  of  physical  and  legal  situations. 

When  these  limitations  are  applied  in  conjunction  with  the 
property  owner's  protest  the  resulting  weird  boundary  configura- 
tions are  indeed  awesome.  The  service  problems  which  result  from 
this  boundary  hodgepodge  have  been  recounted  at  length  by  a 
number  of  witnesses.  In  addition  the  contiguity  requirement  fre- 
quently forces  the  annexation  of  property  against  the  wishes  of  the 
owner.  These  problems  are  the  directvresult  of  the  policy  requiring 
contiguity  and  defining  it  in  precise  and  measured  terms. 

D.  Property  Owner  Protest  Is  the  Basis  for  Veto  of  Annexa- 
tions. The  tradition  in  California's  annexation  statutes  of  per- 
mitting majority  protesting  property  owners  to  halt  annexation 
proceedings  is  also  a  direct  contributing  cause  of  most  of  the  asym- 
metrical boundaries  around  the  fast  growing  cities.  Because  prop- 
erty owners  do  not  seek  development  of  their  properties  at  any- 
thing approaching  a  uniform  rate,  and  because  contiguity  is  an 
absolute  requirement  for  annexation,  strips  are  required  in  order 
for  individual  developers  to  annex  without  inviting  a  majority  pro- 
test from  those  not  yet  ready  to  develop.  The  protest  policy  and 
the  contiguity  requirement  together  create  the  problems  of  ir- 
regular boundaries  and  forced  annexation  of  nonconsenting  prop- 
erty owners.  In  most  cases  the  odd  boundary  configuration  is  the 
direct  result  of  the  city  attempting  to  attain  contiguity  between 
a  developer  seeking  annexation  while  at  the  same  time  avoiding  a 
majority  protest  by  an  intervening  property  owner. 

E.  The  Annexation  Acts  Are  Applicable  on  a  Statewide  Basis 
Regardless  of  Regional  or  Area  Characteristics.  The  annexation 
act  are  general  laws  applicable  equally  to  all  parts  of  the  State.  In 
recent  years,  however,  the  problems  arising  in  the  areas  of  most 
rapid  growth  and  densest  urbanization,  principally  Los  Angeles 
and  Santa  Clara  Counties,  have  been  the  chief  basis  for  changes 
in  the  annexation  acts.  As  a  result,  annexations  in  the  balance  of 
the  State  have  had  to  follow  a  procedure  developed  to  meet  prob- 
lems of  which  they  are  now  aware.  The  law  is  uniform  but  the 
situations  to  which  it  is  applied  are  diverse.  This  has  created  dis- 
comforts in  those  areas  where  the  law  has  been  fitted  to  situations 
for  which  it  was  not  tailored.  The  isolated  cities  growing  in  a 
gradual  manner  without  competition  have  had  difficulty  in  under- 
standing the  new  rules  designed  to  regulate  intensely  competitive 
situations.  The  difficulty  in  attempting  to  fit  specific  statutory 
standards  prompted  by  the  needs  of  one  area  to  annexations  on  a 
statewide  basis  was  stated  quite  cogently  in  the  Oakland  hearing 
by  Assemblyman  Frank  Lanterman  when  he  said  to  City  Manager 
Hood  of  Santa  Rosa : 

"I  think  that  the  competition  of  adjacent  agencies,  and  con- 
tiguity, and  all  of  these  things  that  relate  to  our  problem  down 
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there,  are  entirely  missing  with  you.  We  have  elbow  to  elbow 
distance  We  have  a  metropolitan  area  that  is  densely  populated 
with  six  million  people,  with  68  cities,  with  entirely  different  in- 
corporated area  type  problems  than  you  have,  and  if  we  try  to 
force  the  pattern  of  a  design  of  responsibihty  and  limitations 
on  allocations  of  funds,  limitations  of  privilege  to  provide  serv- 
ices, county,  city,  district,  etc.,  I  am  quite  sure  we  couldn  t  lit 
that  pattern  to  our  problem,  so  we  must  have  a  general  law  that 
is  more  or  less  adjustable  to  meet  local  problems  and  not  a  fiat 
in  limitations. ' ' 

F.  The  Legislature  Has  Established  No  Consistent  Policy  Gov- 
erning the  Provision  of  Services  at  the  Local  Level.  The  existing 
legislation  on  annexation,  incorporation  and  special  district  forma- 
tion fosters  confusion  and  overlapping  in  the  provision  of  local 
services.  A  philosophy  of  laissez  faire  in  special  district  formation 
prevails  which  expects  property  owners  and  residents  of  urbaniz- 
ing communities  to  build  a  logical  system  of  local  government  from 
a  welter  of  alternatives  without  any  guidance  or  direction  from 
State  government.  The  ease  with  which  special  districts  can  be 
established  to  meet  single  service  needs,  and  the  difficulty  m  elimi- 
nating them  to  make  way  for  general  purpose  city  government 
renders  the  plight  of  the  suburban  resident  unenviable,  and  the 
role  of  city  government  in  attaining  orderly  growth  extremely 

difficult.  .  .,    .       .     .1  --G 

Each  of  the  six  foregoing  policies  contributes  to  the  specitic 
annexation  problems  which  have  been  voiced  to  the  committee  at 
its  earlier  hearings.  In  the  aggregate,  these  specific  problems  are 
the  annexation  problem  of  the  State.  It  is  believed  that  three  gen- 
eral approaches  to  the  problem  are  possible,  and  that  any  legislative 
program  designed  to  meet  the  problem  will  necessarily  fit  into  one 
or  two  of  the  three  categories. 
//.  General  Approaches  fo  a  Solution  of  the  Annexation  Problem 

A  Recodification  of  the  Annexation  and  Related  Incorporation 
Statutes  with  Minor  Substantive  Change.  The  nearly  unanimous 
testimony  of  all  witnesses  who  considered  the  matter  supports  the 
conclusion  that  the  annexation  and  incorporation  statutes  are 
badly  in  need  of  recodification.  As  the  acts  have  been  amended  at 
each  of  the  past  several  sessions  to  meet  specific  problems,  they 
have  become  increasingly  burdened  with  ambiguities  and  internal 
conflicts  The  bulk  of  these  defects  can  be  corrected  by  a  caretui 
recodification  designed  to  attain  clarity  with  a  minimum  of  sub- 
stantive change.  Although  any  resolution  of  ambiguities  and  con- 
flicts will  necessarilv  require  that  differences  of  opinion  on  the 
interpretation  of  existing  law  be  resolved  one  way  or  the  other, 
it  is  believed  that  agreement  could  be  reached  by  all  affected  in- 
terests on  legislation  which  would  resolve  the  technical  problems 
with  minor  substantive  change. 

These  problems  are  outlined  quite  throughly  m  the  statements 
to  the  committee  made  by  City  Attorneys  Clair  Carlson  of 
Ventura,  Roger  Arnebergh  of  Los  Angeles,  James  A  Nicklm  ot 
Arcadia  and  El  Monte,  Harry  Williams   of  West   Covma,   and 
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Robin  Faisant  of  Los  Altos  Hills.  It  is  therefore  recommended 
that,  independently  of  recommendations  on  any  of  the  more  con- 
troversial policy  questions,  the  committee  undertake  to  prepare 
through  the  office  of  the  Legislative  Counsel  a  recodification  of 
the  annexation  and  incorporation  acts  with  the  minimum  amount 
of  substantive  change  necessary  to  attain  clarity. 

B.  Recodification  of  the  Annexation  and  Incorporation  Statutes 
with  Substantive  Change  as  Required  to  Meet  Major  Problems. 

In  addition  to  the  general  rewrite  of  the  statutory  law,  the  specific 
problems  developed  by  the  committee  study  could  be  dealt  with 
within  the  existing  legal  framework  by  a  number  of  specific 
amendments.  This  approach  would  treat  each  of  the  more  con- 
troversial proposals  separately,  but  Within  the  procedural  frame- 
work of  the  existing  law.  In  this  general  category,  the  League 
Board  of  Directors  has  approved  and  recommends  for  enactment 
the  following  proposals : 

1.  Legislation  which  ivouJd  permit  the  hoard  of  supervisors  of  a 
county  upon  petition  of  a  city  to  summarily  annex  territory 
which  consists  of  an  island,  strip  or  corridor  of  unincorporated 
territory _  suhstantially  surrounded  hy  the  petitioning  city  if 
such  strip,  island  or  corridor  was  validly  created,  such  an- 
nexation to  he  hased  upon  a  finding  hy  the  hoard  of  supervisors 
that  property  within  such  islands  and  corridors  can  he  more 
economically  served  and  will  henefit  from  municipal  services 
provided  hy  the  city.  In  1951  the  Legislature  acted  to  pro- 
hibit "strip"  annexations  and  annexations  which  create  an 
an  island  of  unincorporated  territory  within  the  annexing 
city.  At  that  time  the  Legislature  recognized  that  unincorpo- 
rated islands  and  strips  of  unincorporated  territory  within  a 
city  create  extremely  difficult  problems  for  both  the  county 
government  and  the  city  government  in  which  they  are  sit- 
uated. Police  and  fire  departments  are  normally  limited  in 
their_  operations  to  territory  within  the  city  limits,  and  fire 
districts  and  county  sheriff  patrols  are  likewise  limited  to 
serving  the  unincorporated  area.  When  reports  or  alarms  are 
received  involving  fires  or  other  incidents  occuriug  within  or 
"near"  an  unincorporated  island  or  strip  within  a  city,  con- 
fusion regarding  the  precise  location  of  the  occurrence  is  in- 
evitable. In  such  cases  confusion  can  result  in  responses  by 
both  departments,  neither  department,  or  the  wrong  depart- 
ment. Similar  difficulties  are  encountered  in  connection  with 
flood  control  and  street  maintenance  where  lack  of  control  on 
the  part  of  the  city  over  territory  which  is  physically  but  not 
legally  within  its  jurisdiction  complicates  and  frustrates  both 
county  and  city  governments.  In  these  situations  the  county 
government  which  has  control  cannot  effectively  exercise  it, 
and  the  city  government  which  could  effectively  exercise  con- 
trol lacks  it. 

Following  enactment  of  the  strip  and  island  prohibitions,  to 
accommodate  property  owners  wishing  to  annex,  many  cities 
created  narrow  corridors  of  unincorporated  territory  in  order 
to  avoid  technical  creation  of  islands.  This  created  the  same 
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kinds  of  service  problems  which  existed  in  the  case  of  islands. 
In  1957  the  Legislature  acted  to  prohibit  the  creation  of  these 
corridors  of  unincorporated  territory.  In  1959  the  Legislature 
added  a  prohibition  against  annexations  resulting  in  the  crea- 
tion of  unincorporated  highway  strips.  In  all  these  cases  it  ap- 
pears indisputable  that  the  service  problems  created  by  the 
described  islands,  strips  and  corridors  clearly  justified  the 
prohibition.  On  the  other  hand,  the  creation  of  these  irregular 
boundary  lines  was  lawful  at  the  time  of  their  creation  and 
necessary  to  permit  annexation  and  extension  of  city  services 
to  territory  seeking  annexation. 

As  a  result  of  these  successive  changes  m  the  law,  t-alitornia 
cities  now  have  large  numbers  of  validly  created  pre-1951 
islands,  pre  1957-corridors  and  pre-1959  highway  strips.  The 
problems  which  prompted  the  Legislature  to  prohibit  their 
creation  in  the  future  still  plague  the  counties  and  cities  m 
which  they  were  validly  created  in  the  past.  If  it  is  the  pol- 
icy of  the  State  that  such  islands,  corridors  and  strips  should 
not  be  created  in  the  future  is  it  not  a  necessary  corollary 
that  those  validly  created  in  the  past  should  be  eliminated j 
They  are  either  desirable  or  undesirable,  and  the  policy  deci- 
sion having  been  made  that  they  are  undesirable,  the  next 
step  should  be  taken  by  the  enactment  of  legislation  to  facili- 
tate their  elimination. 

Since  their  existence  in  most  cases  is  the  result  o±  the  un- 
willingness of  an  individual  property  owner  to  assume  the 
responsibility  for  carrying  his  share  of  the  cost  of  services 
and  benefits  of  city  government  which  his  neighbors  require 
and  finance,  and  since  the  services  and  benefits  of  the  sur- 
rounding citv  almost  inevitably  benefit  the  surrounded  prop- 
erty, some  dilution  of  the  individual  property  protest  rights 
is  both  necessary  and  justifiable. 

Cities  with  developed  and  populated  unincorporated  fringes 
sJiould  he  autJiorized  ly  legislation  to  submit  the  question  of 
annexation  to  voters  in  the  fringe  thereby  compelling  the 
fringe  to  decide  on  becoming  a  iMrt  of  the  core  city  upon 
which  they  are  economically  independent.  Here  again,  some 
departure  from  accepted  traditions  of  area  initiation  is  be- 
lieved justified.  Either  with  or  without  the  elimination  or 
diminution  of  protest  rights  in  the  annexation  of  inhabited 
areas,  there  is  no  longer  any  reason  why  a  city  should  not  be 
able  to  initiate  proceedings  for  the  annexation  of  territory  on 
its  own  motion  without  the  time-consuming  and  costly  re- 
quirement of  a  petition  originated  by  electors  within  the  ter- 
ritory. Such  city  initiation  is  presently  authorized  for  annex- 
ation of  uninhabited  territory. 

The  principal  objections  which  have  been  expressed  to  this 
proposal  have  been  that  cities  would  abuse  the  privilege  of 
calling  an  election  on  annexation  by  gerrymandering  the 
boundaries  of  each  area  proposed  for  annexation,  and  by 
calling  elections  so  frequently  that  the  voters  would  ultimately 
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be  "worn  down"  and  annex.  It  is  believed  that  both  of  these 
objections  can  be  met  by  making  all  boundary  determinations 
subject  to  "review"  as  to  their  reasonableness  by  both  the 
county  and  city  planning  commissions,  and  by  imposing  a  time 
limitation  on  the  calling  of  successive  annexation  elections. 

3.  Legislative  standards  are  needed  to  limit  incorporations  of 
communities  ivithin  metropolitan  areas  to  those  having  a  rec- 
ognizable separate  identity  and  some  degree  of  balanced  de- 
velopment, and  procedural  advantages  over  incorporations 
shoidd  be  given  in  such  areas  to  annexations  to  adjoining 
cities  of  which  they  are  economically  and  socially  a  part.  We 
indicated  to  this  committee  in  J^uly  of  1958,  that  the  special 
purpose  city  posed  no  serious  problem,  and  that  the  purely 
residential,  industrial  and  agricultural  community  was  as 
much  entitled  to  use  of  the  incorporation  privilege  as  the 
more  balanced  community.  After  further  consideration  of  this 
problem,  the  League  Board  of  Directors  has  revised  this  pol- 
icy. It  is  now  felt  that  in  metropolitan  areas  a  higher  degree 
of  balance  and  separate  community  identity  should  be  re- 
quired for  incorporation  as  a  city  to  prevent  the  incorpora- 
tion of  communities  which  are  in  fact  part  of  an  existing 
incorporated  community.  This  can  best  be  established  by  legis- 
lative standards  for  incorporation  within  metropolitan  areas 
establishing  higher  population  requirements  and  adding  stand- 
ards, to  be  applied  by  the  board  of  supervisors,  requiring 
some  degree  of  separate  community  identity  and  a  balanced 
development  including  more  than  one  kind  of  land  use. 

In  addition  to  the  imposition  of  new  standards,  it  is  be- 
lieved that  legislation  should  be  enacted  which  would  give 
annexation  proceedings  in  metropolitan  areas  an  automatic 
priority  if  commenced  within  a  specified  period  after  the 
filing  of  a  notice  of  intention  to  incorporate.  This  would  give 
cities  a  right  to  require  that  citizens  of  their  developed  fringes 
express  their  decision  on  annexation  before  incorporation. 

In  addition  to  the  foregoing,  a  number  of  other  proposals 
for  major  changes  within  the  framework  of  the  existing  an- 
nexation and  related  incorporation  procedures  have  been  made 
at  previous  hearings.  It  is  believed  that  these  merit  comment. 
While  these  proposals  have  not  as  yet  been  acted  upon  specifi- 
cally by  the  League  Board,  it  is  believed  that  they  can  be  dis- 
cussed on  the  basis  of  the  League's  general  policy  through 
the  years  of  supporting  legislation  which  will  facilitate  orderly 
annexations  and  opposing  legislation  which  would  impede 
such  annexations.  Among  these  are  the  following: 

(1)  Enforceable  Inter-City  Annexation  Agreements.  One  of 
the  problems  which  was  emphasized  by  a  majority  of 
those  who  testified  at  the  Oakland  and  San  Diego  hearings 
was  the  need  to  find  a  way  of  ending  the  competition  be- 
tween cities.  One  proposal  mentioned  favorably  by  four 
witnesses  which  offers  considerable  hope  is  to  give  statu- 
tory authorization  and  enforceability  to  agreements  be- 
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tween  cities  by  which  future  areas  of  growth  are  described 
and  each  agrees  to  annex  only  within  its  own  approved 
growth  area.  Such  agreements  would  be  subject  to  modi- 
fication or  amendment  by  the  parties.  There  might  also  be 
a  requirement  of  approval  of  a  plan  within  an  urban 
area  by  a  county  or  regional  planning  commission  as  a 
condition  of  the  validity  of  such  agreements  if  the  decision 
were  limited  to  deciding  to  which  city  territory  should  be 
annexed  rather  than  whether  it  should  be  annexed.  This 
proposal  was  introduced  by  Assemblyman  DeLotto  as  AB 
2240  at  the  1959  Session  and  was  approved  by  the  Com- 
mittee on  Municipal  and  County  Government  and  the  As- 
sembly but  died  in  the  Senate  Local  Government  Com- 
mittee. While  this  proposal  could  not  be  expected  to  have 
any  immediate  effect  it  offers  great  promise  as  a  means 
of  ending  inter-city  strife,  and  substituting  orderliness 
in  annexation. 
(2)  Annexations  Across  County  Boundary  Lines.     The  prob- 
lem of  urban  development  which  is  contiguous  to  a  city 
and  socially  and  economically  a  part  of  such  city  but 
prevented  from  becoming  a  part  of  it  governmentally  by 
a  county  boundary  line  occupied  a  considerable  part  of 
the  committee's  time  at  both  hearings.  To  date  the  alter- 
natives appear  to  be  limited  to  a  simplified  procedure  for 
the  alteration  of  county  boundary  lines,  or  legislative  au- 
thorization for  a  city  to  annex  across  county  boundary 
lines.    The   former   alternative  would  appear  preferable 
to  avoid  the  administrative  problem  of  county  services 
being    rendered    by    two    different    county    governments 
within  a  single  city.  If  both  boards  of  supervisors  were 
willing  and  the  territory  involved  were  relatively  small  m 
area,  it  is  difficult  to  see  any  substantial  basis  for  op- 
position to  alternations  in  county  lines  following  an  ap- 
proving vote  by  the  voters  in  the  territory. 
(3)   The  Provision  of  City  Services  on  a  Limited  Basis  to 
Newly  Annexed  Undeveloped  Areas  hy  Utilization  of  an 
Incremental  Tax  Bate.     A  thought  frequently  advanced 
as  a  means  of  meeting  the  objections  of  owners  of  un- 
developed land  to  annexation  and  the  full  range  of  city 
property  taxes  is  the  use  of  an  incremental  property  tax 
rate.  For  example,  completely  unimproved  land  could  be 
annexed  to  a  city,  and  the  property  tax  for  police  and 
fire  service,  and  other  services  not  provided  it  could  be 
deferred  until  it  developed  and  required  such  services. 
The  uniformity  clause  of  the  State  Constitution  probably 
precludes  the  use  of  this  method  of  taxation  as  part  of 
the  general  citv  ad  valorem  tax.  Authorization  for  the 
formation   of   special   service   districts   within   cities   hj 
action  of  the  city  council  or  the  electorate  with  the  city 
council   serving   ex  officio   as   the   district   board  woiild 
probably  survive  the  constitutional  test.  On  the  negative 
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side,  use  of  this  type  of  tax  rate  would  pose  many  ad- 
ministrative problems,  and  the  experience  of  the  City  of 
Riverside  which  originally  incorporated  with  several 
thousand  acres  of  agricultural  land  in  its  limits  con- 
tradicts quite  impressively  the  whole  notion  that  unde- 
veloped land  within  a  city  suffers  from  city  taxation. 

(4)  Multiple  Elections  or  Protests  on  Annexation  and  In- 
corporation. The  frequent  competition  between  cities  for 
the  annexation  of  territory,  which  may  be  further  com- 
plicated by  incorporation  proposals  involving  all  or  a  por- 
tion of  the  same  territory  suggests  the  possibility  of  a 
multiple  election.  This  wouli^  provide  the  voters  an  op- 
portunity to  decide  between  all  of  the  alternatives  for 
municipal  status  or  status  quo.  It  would  reduce  the  tur- 
moil which  now  occurs  in  communities  as  the  result  of  a 
continuing  stream  of  proposals  for  annexations  and  in- 
corporations. Assembly  Bill  1905  introduced  by  Assembly- 
man Hegland  in  1959  would  have  provided  for  such  mul- 
tiple elections.  Meritorious  as  the  bill's  purposes  were 
generally  conceded  to  be,  objective  observers  rather  uni- 
formly expressed  the  view  that  the  administrative  prob- 
lems were  almost  insuperable,  and  even  if  the  adminis- 
trative problems  could  be  solved,  the  ballot  would  be  too 
complicated  and  confusing  for  the  average  voter. 

An  alternative  method  of  accomplishing  the  same  mul- 
tiple choice  was  proposed  at  the  Oakland  hearing  by  City 
Attorney  Harry  C.  Williams  of  West  Coviiia.  Under  this 
proposal  the  multiple  choice  would  be  held  at  the  protest 
stage,  and  the  property  owners  within  each  of  the  pro- 
posal areas  would  express  their  choice  by  protesting  or 
not  protesting,  and  the  one  with  the  lowest  protest  would 
proceed  to  the  next  stage  of  election,  or  annexation  or- 
dinance if  uninhabited.  This  would  have  the  dual  ad- 
vantage of  being  easier  to  administer  and  cheaper  than 
an  election.  As  an  alternative  to  the  present  race  for  ex- 
clusive jurisdiction  this  suggestion  should  be  given  very 
serious  consideration. 
As  indicated  at  the  beginning  of  this  chapter,  this  second  portion  of 

the  League's  presentation  does  not  necessarily  reflect  policy  of  the 

League  but  outlines  a  new  approach : 

C.  A  New  Approach.  The  preceding  discussion  is  all  based 
on  the  assumption  that  the  basic  annexation  jiolicies  discussed  at 
the  beginning  of  this  statement  remain  in  effect,  and  the  objec- 
tive is  to  solve  most  of  the  problems  without  any  substantial 
change  in  these  policies.  In  their  simplest  essence  the  present  poli- 
cies governing  annexation  in  California  contemplate  proceedings 
conducted  by  the  annexing  city  under  statutory  procedures  by  the 
application  of  non-discretionary  standards.  The  City  conducts  the 
proceeding  and  the  Legislature  prescribes  exactly  how  and  under 
what  circumstances  specific  kinds  of  territory  may  be  annexed. 
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In  other  words,  contiguous  uninhabited  territory  may  be  an- 
nexed if,  following  prescribed  notice,  there  is  no  majority  protest 
of  assessed  value  of  land  and  improvements.  Inhabited  territory 
annexations  follow  roughly  the  same  procedure  but  there  is  a 
mandatory  petition  circulation  before  and  an  election  after.  The 
basic  standards  such  as  "uninhabited,"  "contiguity,"  and  "major- 
ity protest"  are  defined  specifically.  Not  one  ounce  of  discretion 
is  vested  in  the  city.  Incorporation  proceedings  are  conducted  by 
the  county  and  are  likewise  nondiscretionary  except  for  the  estab- 
lishment of  boundaries. 

During  the  committee  hearings  a  frequently  expressed  hope  was 
for  a  State  or  local  agency  with  the  authority  to  act  as  an  im- 
partial tribunal  or  umpire  in  deciding  whether  territory  is  suitable 
for  annexation  to  a  particular  city  or  for  separate  incorporation, 
or  should  be  served  by  a  special  district.  This  approach  was  con- 
sidered by  the  League  Board  of  Directors  at  its  January  1960 
meeting  and  was  held  over  until  a  later  meeting  pending  further 
staif  study  and  report.  The  discussion  which  follows  should,  there- 
fore, not  be  considered  as  a  recommendation,  but  rather  as  a  report 
and  discussion  of  one  approach  to  the  problem  which  has  been  rec- 
ommended to  the  committee  by  a  number  of  city  officials.  In  turn, 
this  same  report  will  be  presented  to  the  League  Board  when  it 
meets  in  January  of  1961  at  which  time  it  may  be  rejected,  modi- 
fied or  approved. 

A  quasi-judicial  tribunal  or  agency  has  the  advantages  of  im- 
partiality and  objectivity  which  attach  to  the  court  and  for  this 
reason  would  be  ideally  constituted  to  apply  discretionary  stand- 
ards. With  a  properly  constituted  agency  applying  discretionary 
standards  to  the  determination  of  local  governmental  services  and 
boundaries,  most  if  not  all  of  the  annexation  and  related  incorpora- 
tion problems  which  have  been  presented  to  this  committee  and 
which  flow  so  directly  from  California's  existing  annexation  poli- 
cies might  disappear.  The  need  for  discretionary  rather  than  non- 
discretionary  standards,  possible  discretionary  standards  for  Call-- 
fornia.  the  composition  and  nature  of  an  agency  or  agencies  to 
administer  the  standards,  the  powers  and  functions  which  such  an 
agency  might  be  given,  and  some  legal  procedures  under  which 
such  an  agency  might  operate  will  be  discussed  below. 
1.    Discretionary   and   N-on-Discretionary   Standards.     The   pur- 
pose of  a  "standard"  is  to  provide  a  yardstick  for  deciding 
when  a  particular  action  should  or  should  not  be  taken.  Such 
a  yardstick  will  necessarily  be  based  on  an  objective  repre- 
senting the  policy  aims  of  those  who  formulate  it.  Once  the  aim 
or  objective  is  established,  the  standards  by  which  it  is  at- 
tained may  be  very  general  or  very  specific.  The  subject  matter 
to  which  the  standards  are  to  be  applied  will  normally  deter- 
mine the  extent  to  which  the  standards  may  be  specific.  If  it 
is   susceptible   of   accurate   measurement  then   they   may  he 
specific;  otherwise,  general  standards  are  necessary.  Specific 
standards  can  be  applied  with  minimum  use  of  a  judgment 
factor  which  we  term  "discretion,"  and  the  validity  of  their 
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application  can  be  tested.  General  standards  necessarily  imply 
the  application  of  judgment.  Existing  annexation  and  incor- 
poration statutes  and  special  district  acts  are  based  on  the 
application  of  specific  non-discretionary  standards,  and,  in  the 
case  of  annexation,  by  the  city  seeking  annexation. 

2.  The  Need  for  Discretionary  Standards.  The  aim  or  objective 
of  annexation  to  a  city  government  is  generally  considered 
to  be  that  of  providing  municipal  services  and  regulation  to 
an  urbanizing  area  which  population  density  has  reached  a 
point  at  which  a  need  for  services  and  governmental  protec- 
tion arises.  When  this  need  occurs  in  an  isolated  community 
full  municipal  status  is  usually  attained  by  incorporation. 
When  this  occurs  on  the  edge  of  an  existing  city,  annexation 
is  the  normal  route  for  becoming  municipal.  In  laetween  rural 
status  when  no  municipal  services  are  needed  and  urban 
status  when  the  full  range  of  services  is  needed,  there  fre- 
quently occurs  a  condition  when  one  or  two  services  are 
needed  but  less  than  the  full  package  of  city  services  is  needed. 
This  transitional  need  is  now  met  by  district  formation, 
county  services,  or  early  annexation.  The  determination  of 
when  the  need  for  services  has  occurred,  the  extent  of  the 
need,  the  rapidity  with  which  additional  needs  will  arise  and 
the  best  method  for  satisfying  the  needs  in  the  future  will 
necessarily  depend  on  an  extremely  wide  variety  of  physical, 
geographic,  topographic,  economic  and  social  factors.  These 
factors  are  practically  impossible  of  accurate  or  specific  meas- 
urement. The  highest  probability  of  a  valid  determination 
of  these  questions  will  be  by  the  application  of  general  dis- 
cretionary standards  by  an  experienced  and  impartial  agency 
after  a  thorough  investigation  of  all  of  the  local  facts. 

3.  Possible  Discretionary  Standards  for  California.  Discretion- 
ary standards  must  necessarily  be  statutory  and  should  estab- 
lish in  general  and  consistent  terms  the  long  range  aims  and 
objectives  of  the  State  in  the  provision  of  governmental  serv- 
ices at  the  local  level.  This  would  supply  the  consistent  scheme 
or  state  policy  which  is  now  missing.  It  could  include  a  gen- 
eral statement  that  all  urban  areas  and  urbanizing  areas 
should,  when  possible,  be  included  in  a  general-purpose  gov- 
ernment below  the  county  level;  that  areas  adjacent  to  exist- 
ing cities  should  annex;  areas  not  adjacent  to  cities  should 
incorporate  if  they  meet  the  general  requirements  for  incor- 
poration, and  if  not  should  remain  under  county  control,  and 
all  arrangements  for  municipal-type  services  should  be  under 
county  control  until  the  area  becomes  eligible  for  annexation 
or  incorporation;  no  autonomous  special  districts  should  be 
formed  in  the  absence  of  special  circumstances  and  without 
the  approval  of  the  agency. 

Standards  for  actions  of  the  agency  approving  annexations 
and  incorporation  should  be  directed  toward  units  with  ade- 
quate area,  population  and  value  to  constitute  efficient  and 
economically  sound  governments  capable  of  financing  and  ad- 
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ministering  adequate  regulations  and  services  without  an  ex- 
cessive tax  burden. 

In  addition,  the  legislation  might  very  properly  enumerate 
factors  to  be  considered  by  the  agency  in  considering  pro- 
posed action  on  formations  and  boundary  changes  such  as 
population,  area,  economy  and  development,  assessed  valua- 
tion, natural  boundaries  and  drainage  basins,  growth  pros- 
pects, existing  and  future  services  needs,  present  service  levels, 
and  effects  of  the  proposed  action  on  the  area  and  adjacent 
areas,  and  the  general  structure  of  the  metropolitan  area. 

4.  The  Composition  and  Nature  of  the  Agency.  Throughout  the 
committee  hearings  the  witnesses  advocated  either  a  State 
agency  or  a  county  agency  (frequently  the  county  boundary 
commission)  as  the  impartial  umpire  or  tribunal.  The  large 
number  of  city  officials  who  recommended  a  county  agency  as 
the  proper  agency  for  decision-making  in  connection  with  an- 
nexations is  a  tribute  to  the  high  degree  of  co-operation  be- 
tween county  and  city  government  in  California  at  the  present 
time.  On  the  other  hand,  a  number  of  witnesses  expressed  a 
strong  preference  for  a  State  agency.  However,  because  com- 
plete faith,  confidence  and  co-operation  does  not  yet  exist  be- 
tween all  counties  and  cities  in  the  State,  an  alternative  tri- 
bunal should  be  available  to  those  few  communities  and  cities 
who  may  not  be  fully  confident  of  the  complete  impartiality  of 
their  county  government.  Besides  the  desirability  of  an  alter- 
native higher-level  tribunal,  a  State  agency  would  be  in  the 
best  position  to  provide  helpful  research  assistance  and  co- 
ordination to  county  agencies  in  the  attainment  of  the  State's 
policy  objectives  in  the  field.  While  the  idea  of  a  State  agency 
having  any  degree  of  control  over  local  boundary  changes  is 
abhorrent  to  those  in  local  government,  it  should  be  re- 
membered that  annexations  and  incorporations  are  not  a 
"municipal  affair"  and  that  the  State  agency  here  under  con- 
sideration is  judicial  in  concept,  and  judicial  administration 
has  historically  been  a  state  concern. 

Thus,   there   could   very   well  be   both   county   and    State 
agencies  concurrently  administering  the  discretionary  stand- 
ards, with  the  probability  that,  as  the  current  trend  toward 
county-city  co-operation  continues,  the  need  for  an  alternative 
state  agency  would  disappear. 
5.    Powers  and  Functions  of  the  Agency.     The  authority  of  the 
agency  to  implement  state  policy  by  the  application  of  stand- 
ards must  be  set  forth  by  statute  and  should  be  accompanied 
by  fairly  detailed  corollary  legislation.  The  basic  approach 
must,  of  course,  be  settled  before  there  can  be  any  useful  con- 
sideration of  specific  agency  powers  and  functions. _  The  fol- 
lowing three  alternatives  seem  worthy  of  consideration : 
(a)  Existing  Procedures— Agency  Approval  Added.     One  al- 
ternative  would   be   that   of   maintaining   existing   pro- 
cedures for  local  boundary  changes  and  merely  adding  a 
requirement  of   agency   approval.    This  would   give  the 
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agency  the  final  decision,  but  not  the  exclusive  decision. 
It  would  not  meet  the  need  for  simplifying  and  speeding 
up  the  existing  procedures,  and,  in  fact,  would  lengthen 
and  unnecessaril.y  complicate  the  procedures  for 
boundary  change. 

It  can  be  argued  that  the  element  of  local  consent  has 
been  the  prinicipal  cause  of  the  present  situation,  and 
that  to  perpetuate  it  would  render  attainment  of  an 
orderly  and  consistent  state  policy  impossible.  This  does 
not  necessarily  follow.  Local  consent  has  resulted  in  the 
present  situation  largely  because  there  has  been  a  wide 
range  of  alternative  courses  of  action  available,  and  the 
exclusive  decision  has  been  made  locally.  Selection  from 
among  the  large  number  of  alternatives  available  has  often 
not  been  guided  by  considerations  such  as  those  outlined 
above  in  the  discussion  of  State  standards.  Thus,  the 
availability  of  undesirable  alternatives  and  not  the  ele- 
ment of  local  consent  alone,  has  been  the  major  cause  of 
the  existing  conditions. 

If  agency  approval  were  added  to  the  existing  require- 
ment of  local  consent,  the  absence  of  alternative  courses 
would  help  translate  the  need  for  services  into  local  con- 
sent to  the  changes  approved  by  the  agency.  The  alterna- 
tives would  be  tv/o:  (1)  no  services  (meaning  no  further 
development),  or  (2)  services  and  development  along  the 
approved  lines.  The  superimposition  of  agency  approval 
on  existing  procedures  would  act  as  an  indirect  sanction 
compelling  community  consent  by  force  of  circumstances 
rather  than  by  force  of  law.  Similar  indirect  sanctions 
which  would  help  to  channel  consent  into  agency-approved 
courses  of  action  could  be  made  applicable  to  local 
agencies,  residents,  developers,  property  owners,  and 
others  having  local  interests. 

(b)  Existing  Procedures  Modified  and  Agency  Approval 
Added.  A  middle  ground  would  retain  the  essential 
features  of  the  existing  law  and  make  affirmative  changes, 
dependent  upon  community  approval  in  addition  to 
agency  approval,  but  would  dispense  with  many  of  the 
duplicate  and  complicated  petition  and  protest  require- 
ments in  the  present  law.  For  example,  petition  procedures 
could  be  eliminated  entirely  if  an  election  were  to  be  held 
in  the  community.  Both  election  and  protest  provisions 
could  be  eliminated  upon  filing  of  a  majority  petition  of 
owners  or  voters.  This  approach  would  reduce  the  time 
required  to  effect  local  boundary  changes,  with  con- 
sequent economies  in  the  costs  of  such  changes  to  the 
locality. 

(c)  EliminaUon  of  Local  Consent — Independent  Agency  Ac- 
tion. The  most  drastic  approach  would  be  to  vest  in  the 
agency  plenary  and  exclusive  power  to  effect  compliance 
with  the  standards  by  direct  agency  action.  This  approach 
could  produce  results  more  rapidly,  and  perhaps  more 
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completely,  than  the  others.  It  would,  however,  require 
changes  in  California's  Constitution,  statutes  and  tradi- 
tion. For  example,  the  California  Constitution,  in  Article 
XI,  §  8|,  Parao-raph  7,  now  requires  an  election  to  be 
held  in  territory  which  is  annexed  to  a  city,  as  a  condi- 
tion of  the  assumption,  by  the  territory,  of  the  city's 
bonded  indebtedness.  Without  some  form  of  community 
consent,  legally  equivalent  to  an  election,  an  agency  could 
not  now  constitutionally  compel  unincorporated  territory 
to  assume  bonded  indebtedness.  Some  provision  for  as- 
sumption of  bonded  indebtedness  would  seem  almost  in- 
dispensable to  fair  application  of  the  standards.  An  addi- 
tional consideration  of  this  approach  would  be  the  cost 
of  the  large  staff  which  would  be  required  to  do  an  ade- 
quate job  of  administering  the  standards  by  direct  agency 
action. 
Under  either  of  the  three   general  approaches   indicated, 
agency   decisions   conceriiing  local   governmental   boundaries 
and  services  would  be  made  after  application  of  discretionary 
and  non-discretionary  standards.  For  purposes  of  this  discus- 
sion these  decisions  will  be  called   "approvals."   The  basic 
statutory  powers  which  an  agencj^  would  need,  whether  it  be 
conceived  as  having  merely  the  power  to  review  or  approve 
proposals  or  the  power  to  compel  action,  would  necessarily 
encompass  the  following: 

(a)  Review  of  Proposals.  As  a  community  develops,  the  need 
for  new  or  changed  governmental  regulations  or  services 
will  inevitably  result  in  a  proposal  for  the  provision  of 
such  controls  or  services.  These  proposals  may  take  the 
form  of  boundary  changes  of  existing  cities  or  special 
districts,  the  creation  of  new  county  service  areas,  or  the 
creation  of  new  cities  or  districts.  In  other  words,  com- 
munity development  will  trigger  a  demand  for  local  gov- 
ernmental change.  The  principal  and  primary  power  of 
the  agency  would  be  that  of  reviewing  proposals  and  ap- 
plying the  standards  to  such  proposals.  This  specific 
power,  to  approve  or  deny  proposals  exercised  pursuant 
to  a  procedure  discussed  below,  would  be  the  central  func- 
tion of  the  agency. 

(b)  Review  of  Future  Plans  for  Local  Governmental  Services. 
Since  the  purpose  of  the  agency  would  be  to  attain  ulti- 
mate statewide  conformity  with  the  State's  policy  for  the 
provision  of  local  services,  and  the  agency  would  be  as- 
sumed to  have  the  necessary  legal  powers  to  attain  such 
conformity,  a  premium  would  attach  to  advance  planning 
for  the  local  governmental  structure  required  to  serve  and 
control  future  urban  development  in  the  various  regions 
of  the  State.  In  other  words,  if  the  agency  has  the  author- 
ity to  prevent  future  non-conforming  governmental  struc- 
tures, distinct  advantages  would  flow  from  foreknowledge 
of  the  ultimate  and  approved  governmental  structure.  It 


36  COMMITTEE  ON  MUNICIPAL  AND  COUNTY  GOVERNMENT 

would  therefore  seem  highly  desirable  that  the  agency 
be  vested  with  the  specific  authority  to  approve  a  plan 
for  the  future  local  governmental  structure  of  an  area,  in 
advance  of  its  urbanization  and  development.  After  this 
approval,  review  of  subsequent  local  governmental 
changes  within  the  area  could  be  limited  to  ministerial 
investigation  by  agency  staff  to  determine  conformity  to 
the  overall  plan  for  the  government  of  the  area.  This 
power  to  review  and  approve  a  plan  for  future  incor- 
porations, annexations  and  other  methods  of  providing 
needed  services  should,  of  course,  be  accompanied  by  an 
arrangement  for  necessary  amendments  to  the  general 
plan.  ' 

(c)  Initiation  of  Plans  and  Proposals.  The  agency  would 
have  the  power  to  review  locally  initiated  proposals  and 
plans,  and  might  also  be  given  the  power  to  initiate  its 
own  proposals  and  plans,  based  upon  available  studies 
and  evidence,  and  to  issue  orders  for  the  accomplishment 
of  such  proposals.  The  method  of  enforcing  such  orders 
would  depend  on  the  general  approach  taken  by  the  basic 
legislation.  Most  desirably  the  agency  could  outline  and 
approve  a  course  of  action,  subject  to  local  consent.  It 
could,  conceivably,  after  due  process,  issue  an  order  put- 
ting the  action  into  effect. 

(d)  Conditional  Approvals.  The  authority  of  the  agency  to 
review  and  approve  proposals  for  local  governmental 
powers  and  services  within  an  area  will  be  fully  effective 
only  if  accompanied  by  the  power  to  condition  such  ap- 
provals. If  it  is  assumed  that  plans  and  proposals  are  sub- 
mitted to  the  agency  for  review  and  approval,  changes 
in  such  proposals  or  plans  could  be  effected  by  amend- 
ment of  the  proposal  by  the  proponents,  by  the  imposi- 
tion of  conditions  by  the  agency,  or  by  direct  amendment 
on  the  part  of  the  agency.  For  example,  if  a  proposal 
were  presented  for  the  incorporation  of  a  large  area  as 
a  new  city,  and  if  the  agency  found,  after  applying  the 
standards,  that  one-third  of  the  proposed  territory  should 
be  annexed  to  an  adjoining  city,  the  agency  should  have 
the  authority,  either  to  exclude  the  territory  in  question, 
or  to  condition  its  approval  of  the  proposed  incorpora- 
tion on  the  amendment  of  the  boundaries  to  eliminate  the 
territory.  Another  type  of  condition  which  might  be 
needed  would  condition  approval  of  annexation  to  a  city 
upon  the  obtaining  of  legally  adequate  consent  to  assump- 
tion of  the  city's  bonded  indebtedness  by  the  territory. 
This  would  be  imposed  as  a  means  of  attaining  fiscal 
equity  between  residents  of  the  city  and  of  the  annexed 
territory. 

(e)  Rule  Making.  A  grant  of  authority  to  promulgate  rules 
and  regulations,  both  interpretive  and  procedural,  would 
be  necessary  for  the  effective  exercise  of  agency  powers. 
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The  accomplishment  of  the  agency's  stated  objectives  could 
be  attained  only  if  adequate  companion  legislation  were  en- 
acted to  assure  compliance  with  the  agency's  general  powers. 
Thus  the  review  authority  of  the  agency  must  be  accompanied 
by  other  legislation  which  would  give  it  "teeth."  The  follow- 
ing are  legislative  enactments  of  this  type  which  should  be 
considered : 

(a)  Freeze  of  Existing  Authority  for  Changes  in  Local  Gov- 
ernment. The  general  approval  authority  of  the  agency 
would  be  completely  useless  unless  adequate  legislation 
were  enacted  prohibiting  the  creation  of  new  cities,  new 
districts,  new  district  services,  or  new  service  areas,  m  the 
absence  of  agency  approval,  except  in  certain  specific 
cases.  It  must  be  recognized  that  the  agency  legislation 
would  be  meaningless  without  a  "freeze."  But  it  will 
also  be  necessary  to  provide  for  certain  exceptions  to  the 
freeze.  The  exceptions  should  be  precisely  defined,  re- 
quiring only  ministerial  or  non-discretionary  review  by 
the  agency's  staff  in  order  to  insure  that  qualification  for 
an  exception  is  present. 
Specific  Exceptions  to  Freeze: 

(1)  Annexations  of  small  parcels  of  substantially  con- 
tiguous territory,  or  islands  of  territory,  to  existing 
service  areas,  districts,  or  cities. 

(2)  Provision  of  services  to  areas  of  substantial  size  on 
a  temporary  basis,  where  necessary  for  immediate 
preservation  of  the  public  health  and  safety. 

(.3)   Minor  changes  in  boundaries  in  order  to  make  assess- 
ment lines   conform   to   ownership   lines   or   service 
areas. 
(b)  Interim  Government  in  Urlanizing  Areas.     Full  imple- 
mentation of  a  policy  limiting  the  kinds  and  numbers  of 
local  governmental  agencies  providing  local  services  will 
necessitate   adequate  provision  for  interim  and  limited 
services  pending  attainment  of  full  municipal  status.  If 
the  policy  is  to  require  that  urban  areas  be  provided  with 
municipal  services  by  city  government  and  to  prevent  the 
creation  of  new  single-purpose  special  districts,  alterna- 
tive methods  of  providing  individual  services  must  be 
made  available  to  urbanizing  communities.  To  the  maxi- 
mum extent  possible  these  services  should  be  provided  by 
existing  county  and  city  agencies.  While  present  legis- 
lation authorizes  the  establishment  of  county  service  areas, 
and  the  provision  of  services  to  fringe  areas  by  cities  act- 
ing under  contract  with  a  county  or  a  district,  there  is  a 
need  for  broadening  the  County  Service  Area  Law  and 
concept  to  encompass  a  wider  range  of  services  and  to 
facilitate  the  serving  of  contiguous  unincorporated  areas 
by  cities  through  county-city  contracts.  This  suggests  the 
possibility   of   legislation   authorizing   the   formation    of 
county  service  areas  by  joint  action  of  county  and  city 
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governments,  with  the  contiguous  city  providing  the  serv- 
ice. If  a  wide  range  of  alternative  methods  were  available 
for  providing  local  services  on  a  temporary  basis,  it 
would  be  possible  for  the  agency  to  adopt  and  implement 
rules  and  regulations  which  would  achieve  the  maximum 
efficiency  and  economy  in  pre-municipal  services. 

Thus,  in  the  case  of  areas  contiguous  to  a  city  and 
logically  annexable,  the  agency  could  require  that  the 
limited  services  needed  prior  to  the  attainment  of  urban 
status  be  provided  by  the  contiguous  city,  in  order  to 
avoid  the  creation  of  new  positions  in  county  employ- 
ment on  a  temporary  basis.  This  would  facilitate  the  ulti- 
mate integration  of  the  terHtory  into  the  city.  In  the  case 
of  areas  suitable  only  for  eventual  incorporation,  the 
county  would  be  the  logical  governmental  agency  to  pro- 
vide services  on  an  interim  basis  prior  to  incorporation. 
In  the  event  of  incorporation,  the  new  city  could  be  re- 
quired to  take  over  those  county  employees  who  would 
continue  to  serve  in  the  same  jobs  under  the  new  city, 
unless  the  city  should  decide  to  contract  with  the  count}^ 
for  the  services. 

6.    Procedures  for  the  Exercise  of  Agency  Functions.     Precise 
agency  procedures  cannot  be  spelled  out  in  detail,  in  the  ab- 
sence of  specific  descriptions  of  the  agency  and  its  powers. 
However,  on  the  basis  of  general  assumptions  and  analogy, 
a  procedure  can  be  "roughed  out."  Certain  formal  procedural 
steps  are  the  norm  for  any  agency  exercising  quasi-judicial 
functions  in  the  application  of  discretionary  and  non-discre- 
tionary standards  to  individual  factual  situations.  In  general, 
these   will    constitute    procedures   for    (1)    the   initiation   of 
agency  jurisdiction,    (2)    factual  investigation  hy  committee 
staff,  (3)  notice  of  hearing  to  interested  parties,   (4)  formal 
hearing,  (5)  agency  action,  (6)  judicial  review,  and  (7)  en- 
forcement of  agency  action.   From  a  procedural  standpoint 
the  California  State  Public  Utilities  Commission  provides  the 
closest  analogy.  Both  agencies  have  quasi-judicial  powers  with 
respect  to  public  services,  and  the  areas  and  costs  of  such 
services.  The  procedures  developed  over  the  years  by  the  Leg- 
islature and  the  Public  Utilities  Commission  are  relevant  here. 
(a)   Prerequisites  to  Age^icy  Action.     Initiation  of  proceed- 
ings could  be  residents  of  unincorporated  territory,  con- 
tiguous cities,  or  by  the  agency  itself.  It  is  assumed  that 
where  county  or  district  government  has  an  interest  in 
the  proceeding  it  would  likewise  be  given  the  authority  to 
initiate  a  proceeding  before  the  agency. 

In  general,  proceedings  of  the  most  comparable  agencies 
are  commenced  by  the  filing  of  a  petition  or  an  applica- 
tion by  interested  parties.  A  petition  to  the  agency  sug- 
gested here  should  be  required  to  include  the  date,  the 
names  of  the  petitioning  parties,  a  description  of  the 
territory  involved,  a  statement  of  the  requested  agency 
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action,  and  a  statement  of  snpporting  facts  and  documen- 
tation. Frivolous  and  inadequate  petitions  could  be  dis- 
couraged by  the  requirement  of  a  reasonable  but_  sub- 
stantial filing  fee,  and  by  the  requirement  that  petitions 
be  accepted  for  filing  only  if  they  contain  the  preliminary 
and  basic  data  in  the  form  required  by  agency  rules.  With 
detailed  agency  rules  prescribing  the  materials  necessary 
to  accompany  a  petition,  agency  staff  should  be  able  to 
do  an  adequate  job  of  determining  when  a  petition  should 
or  should  not  be  accepted  for  filing.  In  this  connection, 
some  thought- might  be  given  to  the  possibility  of  re- 
quiring- a  filing  fee,  measured  by  the  assessed  valuation, 
popuMion,  or  the  area  of  the  territory  involved.  These 
fees  might  conceivably  be  sufficient  to  support  the  ^activi- 
ties of  the  agency,  or  at  least  minimize  the  State's  cost. 

(b)  Notice  of  Agencij  Investigation  and  Hearing.  Following 
acceptance  of  a  petition  by  the  agency  the  date  or  dates 
for  public  hearing  on  the  petition  should  be  set  withm 
reasonable  statutory  limits  and  notice  given  to  all  in- 
terested parties  in  the  area.  The  notice  should  contain 
information  of  the  time,  place,  and  purpose  of  the  hearing 
and  indicate  generally  the  nature  of  the  proceeding,  and 
the  conditions'  under  which  evidence  will  be  received  and 
witnesses  heard. 

(c)  Independent  Investigation  hy  Agency  Staff.  Immedi- 
ately upon  filing  of  the  petition  the  agency  staff  should 
undertake  an  independent  investigation,  collecting  all 
pertinent  information.  Adequate  statutory  authority 
would  give  agencv  and  staff  members  access  to  all  State 
and  local  public  information  for  use  in  connection  with 
with  pending  proceedings.  The  staff  investigation  should 
be  consummated  by  the  preparation  of  a  staff  report 
covering  each  of  the  salient  elements  of  the  statutory 
standards  as  they  apply  to  the  particular  factual  situa- 
tion In  other  words,  the  staff  report  should  relate  the 
facts,  as  found,  to  the  statutory  issues  to  be  determined 

by  the  agency.  ,     ^  r.  . 

It  is  debatable  whether  or  not  the  agency  s  staff  report 
should  make  a  definite  recommendation  for  agency  action. 
While  the  procedure  would  not  be  "  adversary "_  m  any 
true  sense,  there  might  be  merit  in  maintaining  full 
judicial  independence  by  prohibiting  advocacy  by  agency 
staff  unless  the  proceeding  is  agency-initiated,  m  which 
event  the  agency  staff  would  act  as  petitioners.  In  any 
event,  with  or  without  recommendation,  the  staff  report 
should  relate  the  facts  found  to  the  issues  before  the 
agency, 
(d)  Agencij  Hearing  on  Proposal.  The  staff  report  should 
be  presented  to  the  agency  at  the  time  set  for  the  hearing. 
The  petitioners  would  then  present  their  case  for  favor- 
able agency  action  as  requested  by  their  petition.  Fol- 
lowing   the    petitioners'    presentation,    other    interested 
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parties  who  had  taken  the  required  steps  to  be  placed  on 
the  agenda  would  be  given  an  opportunity  to  present 
their  evidence.  The  presiding  officer  of  the  agency  should 
have  adequate  authority  to  control  the  scope  of  testimony 
by  witnesses  and  limit  the  presentations  to  relevant  fac- 
tual data,  or  to  arguments  concerning  the  Aveight  or 
relevancy  of  evide]ice  presented  in  the  staff  report  or 
the  petitioners'  presentation.  Upon  conclusion  of  the 
hearing  the  agency  would  take  the  matter  under  submis- 
sion and,  within  a  specified  time,  reach  its  decision. 

(e)  Agency  Decision.  Agency  decision  would  take  the  form 
of  an  order  approving  the  petition,  disapproving  it,  ap- 
proving it  as  amended,  or  Approving  it  conditionally.  If 
the  proceeding  were  agency-initiated,  the  proceedings 
would  be  identical  except  that  there  would  be  no  petition 
filed.  The  order  of  the  agency  should  be  supported  by 
findings  directed  to  each  element  of  the  statutory  stand- 
ards. In  the  aggregate,  these  findings  would  explain  the 
basis  of  the  agency's  action  pursuant  to  the  discretionary 
standards.  In  some  cases  the  findings  would  be  specific 
with  respect  to  the  non-discretionary  standards  involved. 
For  example,  the  findings  could  be  specific  on  such  non- 
discretionary  matters  as  whether  or  not  the  area  involved 
has  a  certain  population,  area,  or  population  density.  The 
findings  with  respect  to  discretionary  standards  would 
be  supported  by  factual  excerpts  from  the  record  of  the 
hearing. 

(f)  Appeal  and  Review.  After  the  expiration  of  a  prescribed 
period  of  time  following  the  service  of  the  order  on  the 
petitioners  and  other  parties  to  the  proceeding,  any  party 
"aggrieved"  by  order  would  be  given  a  right  to  petition 
the  agency  for  reconsideration  of  the  order.  The  agency 
would  be  given  power  to  grant  or  deny  reconsideration 
within  a  specified  time.  If  reconsideration  were  granted, 
the  agency  could  act  to  modify  or  change  the  order  with 
or  without  additional  hearings.  If  reconsideration  were 
denied,  or  if  a  specified  time  should  elapse  without  a  re- 
quest for  reconsideration,  the  order  would  become  final, 
and  the  final  order  would  be  issued  to  the  parties.  After 
the  issuance  of  the  final  order  an  aggrieved  party  would 
be  entitled  to  judicial  review. 

(g)  Judicial  Review. 

Judicial  review  should  be  limited  to  a  determination  of 
whether  or  not  the  agency  order  is  supported  by  substan- 
tial evidence.  If  the  agency  is  given  authority  to  act 
directly  and  order  changes,  rather  than  merely  to  approve 
action  by  local  agencies,  it  would  be  necessary  to  have 
judicial  review  of  the  action  taken  to  determine  whether 
or  not  it  was  within  the  scope  of  the  statutory  authority. 


ANNEXATION   AND   RELATED   CORPORATION  PROBLEMS  41 

(h)   Action  After  Final  Order. 

If  the  agency  merely  approves  proposals,  and  action  is  to 
be  subsequently  taken  locally  after  approval,  the  specific 
proceeding  wonld  be  complete  upon  the  agency 's  approval 
becoming  final.  The  local  agency  on  petitioning  individuals 
would  then  proceed  in  accordance  Avith  other  statutory 
procedures  to  effect  the  approved  change  in  local  govern- 
ment. These  actions  would,  of  course,  be  subject  to  judi- 
cial review  as  at  present.  Property  owners  could  challenge 
the  agency  in  the  courts  for  a  failure  to  follow  statutory 
procedures.  In  addition,  it  might  be  desirable  to  authorize 
the  agency  to  test  the  propriety  of  local  action  by  court 
action  if  there  were  cause  to  believe  that  any  local  actions 
were   contrary  to   statute,   or   contrary   to   the   terms   of 
agency  approval. 
In  conclusion,  I  wish  to  take  this  opportunity  of  extending 
to  the  committee  the  continuing  appreciation  of  the  League  of 
California  Cities  for  the  many  contributions  which  this  com- 
mittee has  made  in  the  past  to  local  government,  for  the  thor- 
ough going  investigations  which  you  have  made  in  this  field, 
and  others,  during  the  interim  period  now  nearing  its  end,  and 
finally,  for  the  constructive  and  sound  legislative  action  which 
you  w'ill  recommend  to  the  Legislature  when  it  convenes  in 
January  of  1961. 


CHAPTER  VI 

THE  GOVERNOR'S  COMMISSION  ON  METROPOLITAN 
AREA  PROBLEMS 

APPROACH  TO  THE  PROBLEM 

This  part  of  the  report  dealing  with  the  Governor's  Commission's 
approach  to  the  problems  of  annexation  and  incorporation  is  broken 
down  into  two  parts.  The  first  part  contains  the  presentation  by  Philip 
Simpson,  Executive  Secretary  of  the  Commission,  before  the  Committee 
at  its  final  hearing  in  November,  1960.  This  presentation  outlines  briefly 
the  background  of  the  Commission  and  then  it  summarizes  some  of  the 
outstanding  findings  of  several  studies  prepared  at  the  request  of  the 
Commission  on  the  subject  of  local  boundary  changes.  Mr.  Simpson's 
presentation  only  summarized  the  ideas  presented  before  the  Commis- 
sion and  did  not  represent  Commission  policy  because  its  findings  and 
recommendations  were  not  prepared  in  final  form  as  of  the  November 
date  and  a  report  had  not  been  submitted  to  the  Governor. 

However,  the  second  part  of  this  chapter  contains  the  final  findings 
and  recommendations  of  the  Commission  in  summarized  form  as  they 
were  adopted  at  the  Commission  meeting  in  Ijos  Angeles,  December  3, 
1960.  These  findings  and  recommendations  were  extracted  from  the 
Commission's  report  to  the  Governor  which  was  presented  to  him  on 
December  17,  1960,  and  are  included  here  for  the  main  purpose  of 
rounding  out  this  report,  thus  giving  the  reader  a  broad  scope  of  pos- 
sible legislative  recommendations  that  might  be  introduced  during  the 
1961  General  Session  by  the  Governor's  Office  on  this  subject. 

A.     PRESENTATION  OF  PHILIP  SIMPSON,  EXECUTIVE 
SECRETARY  OF  THE  COMMISSION 

At  the  request  of  Mr.  Clark  Bradley  and  the  members  of  the 
Assembly  Interim  Committee  on  Municipal  and  County  Govern- 
ment, I  would  like  to  submit  the  following  statement  concerning 
the  activities  of  the  Governor's  Commission  on  Metropolitan  Area 
Problems  with  regard  to  the  area  of  municipal  annexation  and 
incorporation. 

So  that  my  remarks  may  be  placed  in  proper  context,  I  would 
like  to  state  the  purpose  for  which  the  Commission  was  established 
by  Governor  Brown,  the  part  that  the  subject  of  annexation  and 
incorporation  plays  within  this  purpose,  and  the  intended  scope 
of  this  presentation  today. 

The  Governor's  Commission  on  Metropolitan  Area  Problems  was 
established  in  March  1959,  to  advise  the  Governor  concerning  the 
role  of  State  Government  in  metropolitan  affairs,  and  specifically 
to  determine  whether  new  State  policies  and  programs  are  neces- 
sary to  assist  local  units  of  government  in  solving  metropolitan 
problems. 

(42) 
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In  the  Committee's  assessment  of  current  metropolitan  problems, 
it  soon  became  apparent  that  among  the  most  prominent  were  those 
concerning  annexation  and  incorporation.  Clearly,  the  development 
of  an  approach  to  metropolitan  problem-solving  must  include  the 
study  of  present  annexation  and  incorporation  practices  and  pro- 
cedures, as  well  as  recommendations  for  necessary  improvements. 
Today  I  wish  to  emphasize  primarily  that  the  Commission's  in- 
vestigation of  annexation  and  incorporation  is  only  part  of  its 
broader  purpose. 

My  purpose  here  today  is  to  present  before  this  Committee  some 
of  the  oustanding  findings  of  several  studies  prepared  at  the  re- 
quest of  the  Governor's  Commission  on  Metropolitan  Area  Prob- 
lems on  the  subject  of  local  boundary  changes.  Those  studies  were 
among  a  number  of  "background"  or  study  papers  that  were  pre- 
pared by  experts  in  the  field  of  intergovernmental  relations  on 
various  aspects  of  metropolitan  growth  and  development. 

Papers  were  prepared  for  the  Commission  by  such  experts  as: 
John  Pollens,  Director  of  Urban  Studies,  Bureau  of  Governmental 
Research,  U.C.L.A. ;  Winston  Crouch,  Director,  Bureau  of  Govern- 
mental Research,  U.C.L.A.;  Stan  Scott,  Assistant  Director,  Bu- 
reau of  Public  Administration,  University  of  California,  Berke- 
ley; LcAv  Keller,  League  of  California  Cities;  Paul  Ylvisaker, 
Associate  Program  Director,  Public  Affairs  Division,  Ford  Foun- 
dation; Frank  Sherwood,  Associate  Professor  of  Public  Admin- 
istration, University  of  Southern  California,  and  several  others. 

Unfortunately,  these  background  papers  are  presently  out  of 
print,  but  demand  for  these  papers  has  been  so  great  that  they 
are  now  being  compiled  in  edited  form  for  publication  as  a  com- 
panion document  to  the  Commission's  report  to  the  Governor. 

The  Commission's  initial  report  to  the  Governor  is  now  being 
drafted  for  presentation  to  the  Governor  early  in  December;  the 
full  report  is  to  be  published  for  distribution  early  in  the  1961 
session  of  the  Legislature.  Because  the  Commission's  findings  and 
recommendations  are  not  yet  prepared  in  final  form  and  a  report 
has  not  been  submitted  to  the  Governor,  my  comments  today 
should  not  be  interpreted  as  committing  the  members  of  the  Com- 
mission in  any  way.  I  am  here  summarizing  the  ideas  presented 
before  the  Commission ;  this  summary  does  not  represent  the  Com- 
mission policy. 

(a)  Proposals  for  Improved  Local  Boundary  Change  Policies  and  Practices  as 
Presented  to  the  Governor's  Commission  on  Metropolitan  Problems. 
Since  your  Committee  on  Municipal  and  County  Government  has 
been  studying  the  local  boundary  problem  in  depth  for  many  years, 
there  is  little  need  to  reiterate  the  problems  generated  and  compounded 
by  present  annexation  and  incorporation  practices.  Instead,  I  shall 
proceed  directly  to  a  discussion  of  the  various  proposals  for  local  bound- 
ary rationalization  presented  to  the  Commission. 

General  Proposals 
Several  proposals  have  been  advanced  which  are  intended  to  resolve 
difficulties  in  annexation  and  incorporation. 
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1.  State  policy— Adoption  by  the  State  Legislature  of  a  consistent 
and  strong-  State  policy  for  the  provision  of  governmental  services 
at  the  local  level  is  a  basic  proposal  contained  in  a  majority  of  the 
papers.  The  State  could,  for  example,  call  for  the  establishment  of 
municipal  government  in  all  areas  which  are  now  urbanized  or 
where  urbanization  is  imminent:  the  area  could  be  annexed,  if  it 
were  adjacent  to  a  city;  or,  if  not  closely  related  to  an  adjacent 
city,  it  could  be  incorporated. 

2.  Revision  in  existing  laws— A  widely  supported  proposal  concerns 
revision  and  recodification  of  the  existing  laws  governing  annex- 
ation and  incorporation.  Much  of  the  blame  for  present  patterns 
of  local  boundaries  is  said  to  result  frop  the  confusing,  complicated, 
and  sometimes  contradictory  provisions  in  the  present  laws. 

3.  Establishment  of  standards  or  criteria  for  local  boundary  change- 
Since  decisions  to  incorporate  or  annex  are  often  made  in  the 
absence  of  a  comprehensive  and  impartial  investigation  of  local 
problem  needs,  several  studies  have  proposed  that  statutory  criteria 
be  established  to  guide  local  units  in  their  considerations  for  bound- 
ary changes.  Present  criteria  for  incorporation  are  minimal;  none 
■ — or  virtually  none — exist  in  the  case  of  annexation. 

4.  A  State  Board  to  review  local  boundary  changes— Also  presented  in 
several  of  the  papers  is  the  idea  of  establishing  a  permanent  review 
board  at  the  State  level  to  consider  all  proposals  for  annexation  and 
incorporation,  as  well  as  for  the  consolidation  and  the  formation  of 
special  districts.  It  is  felt  that  this  review  board  could  be  guided 
by  legislative  standards,  such  as  those  referred  to  in  the  previous 
section,  and  could  be  given  power  to  approve  or  disapprove  the 
proposals  brought  before  it. 

Specific  Proposals 
Several  specific  proposals  have  also  been  made  with  reference  to 
annexation  or  incorporation. 

Annexation 

1.  City  initiation  of  inhabited  annexations — One  proposal  would 
allow  the  cities  to  initiate  proceedings  for  the  annexation  of  in- 
habited territory  on  their  own  motion.  By  this  means  a  city  could 
submit  the  question  of  annexation  to  voters  in  unincorporated 
fringe  areas,  thereby  compelling  their  inhabitants  to  decide  on  be- 
coming a  part  of  the  core  city  upon  which  they  are  economically 
dependent. 

2.  Clean  up  odd  boundary  configurations— Considering  it  as  impor- 
ant  to  eliminate  odd  configurations  created  in  the  past  as  it  is  to 
prevent  their  creation  in  the  future,  proposals  are  suggested  for 
legislation  authorizing  the  annexation  of  legally  created  islands, 
corridors  and  strips  to  their  surrounding  city  upon  a  finding  by 
both  the  city  council  of  the  surrounding  city  and  the  board  of  super- 
visors of  the  county  that  the  property  within  such  islands,  corridors 
and  strips  can  be  more  economically  served  and  will  benefit  from 
municipal  services  provided  by  the  city. 

3.  Extra  territorial  controls— A  most  desirable  incentive  to  municipal 
annexation  would  be  for  counties  and  cities  to  voluntarily  develop 
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and  adopt  common  standards  for  land  use  controls  applicable  to 
urban  development  in  the  unincorporated  urban  fringes.  It  was 
pointed  out  that  this  is  under  consideration  m  many  areas  ot  the 
State  at  the  present  time.  A  notable  example  is  the  County  of  Fresno 
where  substantial  progress  has  been  made  toward  joint  county  and 
city  planning  and  zoning  controls,  as  well  as  building  and  sub- 
division regulation. 
4  Method  of  adopting  inhabited  annexation  proposals—The  pro- 
posal has  been  made  that  legislation  be  enacted  to  provide  for  the 
submission  of  inhabited  annexation  proposals  to  the  electorate  ot 
both  annexing  city  and  the  area  to  be  annexed  with  the  issue  to  be 
decided  by  a  majoritv  of  the  combined  vote.  Such  annexation  pro- 
posals are  now  voted  upon  only  in  the  area  to  be  annexed.  Under 
this  present  method,  unincorporated  area  voters  m  an  area  pro- 
posed for  annexation,  representing  in  most  cases  a  minority  ot  the 
city  and  unincorporated  area  combined,  may  effectively  block  or 
veto  a  beneficial  annexation.  It  is  contended  that  this  proposal 
would  help  correct  that  situation  and  at  the  same  time  would  not 
deprive  any  community  or  its  voters  of  a  voice  m  the  decision- 
making process. 

Incorporation 

1  Defensive  incorporation— To  help  remedy  the  present  practice  of 
defensive  incorporations,  the  proposal  is  offered  that,  m  the  absence 
of  new  standards  for  the  incorporation  of  future  cities  m  metropoli- 
tan areas,  a  mandatory  period  of  "open  jurisdiction _  of  one  year 
be  established  between  periods  of  exclusive  jurisdiction;  and  that 
provision  be  made  for  the  automatic  priority  of  an  annexation  pro- 
ceeding commenced  within  ten  days  after  the  filing  of  a  notice  ot 
intention  to  incorporate. 

2  Discretionary  criteria— In  expanding  upon  the  need  for  more  use- 
ful statutory  criteria  in  the  preparation  and  consideration  ot 
municipal  incorporation  several  criteria  have  been  proposed.  J^  or 
example,  a  city  should  be  incorporated  if  it  meets  these  general  re- 
quirements : 

a  It  is  an  area  which  is  not  adjacent  to  an  existing  city  and  the 
probable  development  of  this  area  will  not  m  the  foreseeable 
future  bring  it  into  proximity  to  a  city. 

b.  Such  incorporation  will  not  substantially  hinder  the  present  or 
future  solution  of  governmental  problems  affecting  the  area. 

c  The  area  upon  incorporation  would  have  sufficient  area,  popula- 
tion, and  assessed  valuation  to  constitute :  (1)  an  effective  agency 
of  local  self-government,  (2)  an  adequate  unit  for  the  efficient 
and  economic  provision  of  local  services,  and  (3)  a  physically 
competent  governmental  unit  capable  of  financing  an  adequate 
level  of  service  without  placing  an  excessive  burden  on  the  tax- 
payers or  requiring  undue  reliance  on  outside  subsidies. 

Local  Boundary  Change  Review  Board 

This  last  item,  concerning  the  establishment  of  certain  standards  or 
criteria,  and,  indeed,  the  entire  problem  area  of  municipal  annexation 
and  incorporation  serves  to  emphasize  a  subject  which  I  would  like  to 
comment  briefly  upon  in  my  concluding  remarks.  This  is  the  subject  ot 
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the  establishment  of  a  State  board  to  review  local  boundary  changes, 
a  topic  which  has  received  much  discussion  by  the  Commission. 

The  basis  for  Commission  discussion  has  been  provided  by  one  back- 
ground paper  in  particular — prepared  bj'  Stanley  Scott,  I,ewis  Keller, 
and  John  Bollens,  it  is  titled  "Local  Governmental  Boundaries  and 
Areas :  New  Policies  for  California. ' ' 

This  paper,  after  pointing  out  the  need  for  a  State  local  boundary 
change  review  board,  (1)  suggests  some  standards  and  criteria  which 
might  guide  such  an  agency,  (2)  presents  alternatives  with  respect  to 
the  composition  and  location  of  such  an  agency,  (3)  outlines  the 
agency's  possible  powers  and  functions,  and  (4)  reviews  the  legal  pro- 
cedures under  which  the  agency  might  op^erate.  While  these  topic  areas 
are  covered  in  the  paper,  no  definitive  conclusions  are  advanced  but, 
appropriately,  various  alternatives  are  presented.  For  example,  if  it 
were  desired  to  draft  a  "model"  review  board  from  the  alternatives 
presented,  the  agency  could  take  the  following  form:  It  could  be  a 
quasi-judicial  commission  of  five  members  appointed  by  the  Governor, 
be  attached  to  the  Governor's  Office,  and  provided  with  adequate  staff. 
The  commission  might  meet  as  necessary  in  various  locations  through- 
out the  State  and  would  have  the  power  to  approve,  modify  or  dis- 
approve proposals  for  the  creation  or  change  of  local  governmental 
boundaries  on  the  basis  of  established  criteria.  Such  an  agency  would 
need  to  operate  under  specific  procedures  which  provide  for  (1)  the 
initiation  of  agency  jurisdiction,  (2)  investigation  by  agency  staff,  (3) 
notice  of  hearing  to  interested  parties,  (4)  formal  hearing,  (5)  agency 
action,  (6)  judicial  review,  and  (7)  enforcement  of  agency  action. 

To  indicate  examples  of  local  boundary  change  review  agencies  and 
to  provide  precedent  for  the  various  alternatives  proposed,  the  Scott- 
Keller-Bollens  paper  contains  an  appendix  summarizing  the  local 
boundary  and  area  policies  as  practiced  in  eight  selected  jurisdictions 
including  five  American  States,  a  Canadian  province,  and  the  national 
governments  of  England  and  Nev\'  Zealand.  A  summary  of  this  material 
is  appended  to  this  presentation  for  your  review. 

In  conclusion,  and  in  behalf  of  the  Chairman  of  the  Governor 's  Com- 
mission on  Metropclitau  Problems,  Mr.  Roy  Sorenson,  I  would  like  to 
thank  Chairman  Bradley  and  the  members  of  this  Committee  for  pro- 
viding this  opportunity  to  discuss  the  proposals  presented  to  the  Com- 
mission in  the  area  of  annexation  and  incorporation  and  to  share  these 
ideas  with  you. 

B.     FINDINGS  AND  RECOMMENDATIONS  OF  THE 
GOVERNOR'S  COMMISSION 

As  stated  earlier  in  this  chapter,  the  findings  and  recommendations 
are  extracted  from  the  report  of  the  Commission  to  the  Governor  dated 
December  17,  1960. 

Commission  Findings 

Circumstances  haA^e  changed  drastically  since  the  time  when  all  the 
needs  of  the  population  could  be  met  by  a  city  or  county  government. 
Today,  nowhere  does  the  jurisdiction  of  local  units  of  government  corre- 
spond to  the  social,  economic,  and  political  realities  of  the  metropolitan 
community. 
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California  Yesterday 

In  1850,  when  California  entered  the  Union,  less  than  200,000  people 
lived  in  the  State.  Only  eight  percent  of  this  population  could  be  classi- 
fied as  "urban."  Our' economy  was  based  entirely  on  agriculture  and 
mineral  production.  By  1879,  Avhen  our  present  State  constitution  was 
adopted,  there  were  only  59  incorporated  cities,  and  only  43  percent 
of  the  865,000  people  living  in  the  State  were  classified  urban  by  the 
US  Census  Bureau.  Fifty  years  later,  in  1930,  76  percent  of  the 
State's  population,  or  4.3  million  people,  were  living  in  four  metropoli- 
tan areas.  All  but  18  percent  of  the  population  within  these  metropoli- 
tan areas  was  living  within  an  incorporated  city.  By  1950,  82  percent 
of  the  10.5  million  population  lived  in  six  metropolitan  areas  and  28 
percent,  or  three  times  as  many  people  as  in  1930,  were  not  included 
within  a  municipal  government. 

California  Today 

California  today  has  154  million  people.  Almost  14  million,  or  close 
to  90  percent  of  this  population,  live  in  one  or  another  of  nine  metro- 
politan areas.  The  number  of  cities  has  increased  to  368,  but  in  spite 
of  this  a  tremendous  number  of  the  people  living  in  metropolitan  areas 
do  not  live  within  incorporated  boundaries.  The  metropolitan  commu- 
nity—millions of  people  and  their  daily  living  activities— has  expanded 
beyond  municipal  boundaries  and,  in  several  cases,  has  crossed  county 
boundaries.  Half  of  the  metropolitan  communities  in  the  State  include 
two  or  more  counties.  In  sliort,  there  now  exist  areawide  complexes  with 
areawide  problems  and  needs  which  are  beyond  the  capacity  of  one  or 
a  few  local  units  of  government  to  solve. 

These  areawide  problems  are  acute  and  are  mounting  with  population 
increase.  It  is  currently  estimated  that  California's  population  increases 
by  1500  people  a  day.  Each  year  we  add  half  a  million  people.  At  this 
rate  of  increase,  and  according  to  the  preliminary  1960  census  figures, 
California  will  meet  and  exceed  New  York  State  as  the  most  populous 
State  in  the  nation  by  1962.  In  common  with  national  trends,  nearly 
85  percent  of  this  growth  occurs  in  metropolitan  areas.  By  1980,  Cali- 
fornia will  have  an  estimated  30  million  persons ;  about  28  million  of 
these  people  will  live  in  one  metropolitan  area  or  another.  Thus  while 
California  has  been  experiencing  phenomenal  growth,  most  of  its  growth 
is  yet  to  come. 
Commission  Recommendations 

Since  close  to  90  percent  of  California's  population  is  now  living  in 
metropolitan  areas,  it  is  self-evident  that  metropolitan  area  problems 
are  statewide  problems  and  that  the  State  has  a  vital  concern  in  their 
solution.  Today,  the  first  and  most  urgent  requirement  for  the  eventual 
solution  of  metropolitan  problems  is  vigorous  and  continuing  leadership 
at  the  State  level.  Such  leadership  must  come  from  the  Governor  as  the 
single  individual  who  can  speak  for  all  the  citizens  of  the  State.  He 
must  stand  above  local  and  sectional  interests  and  he  must  speak  out 
on  metropolitan  matters,  frequently  and  in  specifics.  In  short,  he  must 
focus  attention  upon  metropolitan  problems  and  must  constantly  use 
the  power  and  influence  of  his  office  to  persuade  local  government  units, 
proud  and  independent  though  they  may  be,  to  work  together  to  meet 
specific  problems. 
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President-elect  Kennedy  has  proposed  a  federal  level  Department 
of  Urban  Affairs.  However,  nowhere  has  responsibility  for  the  metro- 
politan problem  been  taken  over  even  at  the  State  government  level. 
The  State  Government  of  California  should  assume  a  substantial  de- 
gree of  such  responsibility  and  not  wait  for  the  Federal  Government 
to  take  over  leadership  in  this  field. 

The  public  must  be  informed.  The  general  lack  of  knowledge  with 
regard  to  the  impact  of  metropolitan  growth  is  itself  a  metropolitan 
problem  which  must  be  met  before  concerted  steps  can  be  taken.  In  the 
solution  of  other  areawide  problems  that  may  exist  in  any  metropolitan 
community,  the  majority  of  the  metropolitan  community  must  be 
aroused  to  the  point  of  supporting  remedial  action. 

It  is  in  this  area  of  public  information 'that  the  press — daily  news- 
papers and  periodicals— can  once  again  perform  a  vital  service  in  the 
public  interest.  The  press,  along  with  radio  and  television,  is  a  power- 
ful force  for  the  dissemination  of  ideas  and  information  and  in  the 
formation  of  public  opinion  and  must  be  marshalled  in  support  of  these 
new,  mid-20th  Century  objectives. 

This  responsibility  for  informing  and  for  generating  reaction  to 
information  does  not  rest  with  the  press  alone,  it  belongs  to  every 
member  of  the  metropolitan  community.  Many  decisions  regarding 
metropolitan  affairs  will  have  a  vital  effect  upon  private  employment 
and  private  investment.  It  is  incumbent  upon  local  business  leaders  to 
participate  with  local  officials  and  other  groups  in  establishing  goals 
and  guiding  metropolitan  growth.  The  need  of  the  metropolitan  citizen 
for  factual  information  and  for  an  understanding  of  that  information, 
as  well  as  the  need  of  local  government  officials  for  informed  opinion 
and  reaction  to  their  present  and  planned  governmental  actions  re- 
affirms the  role  of  local  civic  groups  such  as  the  League  of  Women 
Voters. 

In  short,  some  very  real  and  critical  problems  arising  from  metro- 
politan growth  in  California  are  threatening  the  continued  social, 
physical,  and  economic  well  being  of  this  State  and  its  citizens.  Where 
these  problems  exist  people  are  groping  for  appropriate  solutions.  Solu- 
tion of  these  problems,  however,  requires  more  than  the  uncoordinated 
though  dedicated  efforts  of  the  many  civic  and  official  organizations 
and  agencies  concerned.  What  is  most  urgently  needed  today  is  broad 
citizen  understanding  and  leadership — leadership  as  great  as  our 
problem. 

What  should  be  done  now? 

Proposed  for  Immediate  Action 

Metropolitan  growth  must  be  directed  to  the  conservation  and  eco- 
nomic utilization  and  enhancement  of  the  State's  resources  and  to  the 
provision  of  a  suitable  environment  for  the  people  of  California.  At  the 
same  time,  proposals  for  solution  of  California's  metropolitan  problems 
should  be  designed  to  maintain  as  much  of  the  political  decision  making 
as  possible  in  the  local  community.  Local  citizens  must  continue  to  be 
provided  with  the  opportunity  to  make  choices  about  the  structure  and 
programs  of  their  local  government.  The  recommendations  which  fol- 
low call  for  the  support  and  strengthening  of  local  government  in  Cali- 
fornia so  that  it  may  solve  successfully  the  emerging  and  changing 
problems  of  population  growth  now  facing  its  citizens.   To  do  this 
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we  recommend  that  the  Governor  take  appropriate  action  to  achieve 
fEe  following:  .     .      .  •         f 

(1)   Improve,  simplify,  and  rationalize  the  structural  relationships  ot 
existing  and  future  local  government  units.    (The  Commission  s 
recommendations  do  not  include  or  relate  to  school  districts.) 
a     Discretionarv  criteria  should  be  developed  and  enacted  into 
law  to  serve  as  a  guide  in  the  establishment  and  alteration 
of  local  units  of  government.  _  i,     +   +1.0 

Since   urban   and  urbanizing   communities  throughout  the 
State  varv  from  one  another  as  a  matter  of  physical,  social, 
and  economic  conditions,  standards  or  criteria  need  to  be  de- 
veloped to  guide  the  organization  and  alteration  of  local  unites 
of  PX)vernment.  These  criteria  would  need  to  be  general  and 
flexible,  allowing  a  significant  area  of  discretion  to  the  com- 
munities considering  such  an  action  or  to  an  agency  admin- 
istering the  standards.  .  ^     -,    ,  /-^  ti; 
b.  Innexftion  laws  should  be  amended  to  P--^^.  ^^-^^I^  J  ^ 
cities  may  initiate  proceedings  for  the  annexation  of  inhabited 
territorv  on  their  own  motion.                        .     ■,   n.      ^1  „„^ 
Such"citv  initiation  is  presently  authorized  for  the  annex- 
ation of  uninhabited  territory,  while,  in  the  case  of  inhabited 
fringe  areas,  the  central  city  is  required  by  Present  law  to 
petition   of   the   residents   of  the   area  to  be  annexed.   This 
recommendation  would  allow  cities  to  originate  a  Proposal 
for  the  annexation  of  inhabited  areas  m  the  interest  of  orderly 
and  efficient  extension  of  municipal  services,  as  well  as  to 
exercise  municipal  control  over  the  developing  fringe  areas 
which  are,  phvsically  and  economically,  a  part  of  the  central 
city    Provisions  should  he  included  in  the  revised  legislation 
that  proposals  for  city  initiated  annexation  be  reviewed  by 
an  appropriate  official  agency  not  an  interested  party  to  the 
annexation  and  that  there  be  a  reasonable  time  period  estab- 
lished after  which  a  defeated  annexation  proposal  may   be 
resubmitted.  These  provisions  would  prevent  gerrymandering 
and  other  conceivable  abuses.                              .  -,    ^-u   .         ^^^^a 
c.    Annexation  laws  should  be  amended  to  provide  t^a*  Proposed 
annexations  be  submitted  to  the  electorate  of  both  the  an- 
nexing  citv   and  the   area   to  be   annexed  with  adoption   ot 
the  proposal  to  be  decided  by  a  majority  vote  of  those  voting 

on  the  proposal.  ^  1     •     +i,^ 

Such  annexation  proposals  are  now  voted  upon  only  m  the 
area  to  be  annexed.  Under  this  present  method,  voters  m  the 
unincorporated  area  proposed  for  annexation,  representing  m 
most  cases  a  minority  of  the  city  and  unincorpora  ed  area  com- 
bined, may  effectively  block  or  vetoe  a  beneficial  annexation. 
It  is  intended  that  this  proposal  would  help  correct  that  sit- 
uation and  at  the  same  time  would  not  deprive  any  community 
or  its  voters  of  a  voice  in  the  decision  making  process. 

There  are  potential  practical  difficulties  which  may  arise 
in  the  application  of  this  recommendation.  For  example,  it 
it  were  proposed  that  an  area  including,  say,  250  residents 
to  be  annexed  to  the  City  of  Los  Angeles,  it  would  be  ex- 
tremely costly  to  the  City  of  Los  Angeles  nnst  to  hold  the 
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election.  Such  practical  difficulties  are  recognized.  They  do 
not  invalidate  the  principle  but  emphasize  the  need  for  in- 
genuity in  the  development  of  the  mechanics  and  provisions 
of  the  recommended  statute  to  reduce  the  possibility  of  im- 
practical application, 
d.  Analysis,  necessary  revision,  and  recodification  should  be  un- 
dertaken of  all  present  legal  provisions  affecting  the  creation 
or  alteration  of  local  units  of  government. 

Present  law  for  annexation,  incorporation,  and  the  forma- 
tion of  special  districts  has  not  sufficiently  provided  for  the 
orderly  development  of  local  government  structure.  The  law 
has  permitted  annexations  and  incorporations  which  should 
not  have  occurred.  It  has  made  pdssible  the  blocking  of  other 
incorporation  and  annexation  proposals  which  possibly  should 
have  gone  through.  Such  ambiguous  results,  to  a  great  degree, 
are  attributable  to  the  confusing  and  often  conflicting  pro- 
visions of  the  existing  legislation. 

Such   analj^sis,   revision   and   recodification   should  be   per- 
formed on  a  continuing  basis.  The  periodic  addition,  insertion, 
and  amendment  of  the  present  law  is  largely  the  cause  for 
their  present  confusing  condition.  More  than  250  amendments 
have  been  m^ade  to  the  annexation  sections  of  the  Government 
Code  in  the  ten  years  ending  1959. 
(2)   Permit  the  establishment  by  metropolitan  areas  of  an  areawide 
governmental  framework  through  which  truly  areawide  matters 
can  be  presented,  discussed,  decided,  and  acted  upon  on  an  area- 
wide  basis,  as  follows : 

a.  Enact  enabling  legislation  permitting  the  establishment  of  a 
metropolitan  area  multipurpose  district  b.y  a  majority  vote 
of  the  voting  electorate  within  a  defined  metropolitan  area, 
said  district  to  be  governed  by  a  metropolitan  council  to  be 
selected  by  and  from  the  membership  of  the  governing  bodies 
of  the  cities  and  counties  within  a  proposed  metropolitan  area 
multipurpose  district.  The  enabling  legislation  should  grant 
these  districts  taxing  and  bonding  powers. 

b.  The  enabling  legislation  recommended  above  should  further 
provide  that  those  functions  permitted  to  be  performed  by  any 
metropolitan  area  multipurpose  district  on  an  areaAvide  basis 
must  include  comprehensive  metropoUtmi  planning  and  one 
or  more  metropolitan  functions  such  as  : 

1.  air  pollution  control 

2.  metropolitan  water  supply 

3.  metropolitan  sewage  disposal  and  drainage 

4.  metropolitan  transportation,  terminals  and  related 

facilities 

5.  metropolitan  parks  and  parkways 

6.  metropolitan  law  enforcement 

7.  metropolitan  fire  protection 

8.  urban  renewal 

9.  civil  defense 

10.  any  other  metropolitan  areawide  functions  which  may  be 
requested  by  the  respective  metropolitan  areas.  The  num- 
ber and  nature  of  the  metropolitan  functions  originally 
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included  in  the  formation  of  a  metropolitan  area  multi- 
purpose district  will  differ  in  each  area. 

c  At  any  time  Hubse(iuent  to  the  establishment  of  such  a  metro- 
politan district,  additional  functions  may,  by  a  majority  vote 
of  its  electorate,  be  added  to  its  powers  and  no  new  and  sep- 
arate districts  to  perform  government  functions  for  aubstan- 
tiallv  all  of  such  metropolitan  area  shall  be  formed.     _ 

d  The  enabling  legislation  should  also  include  the  provision  that 
each  metropolitan  area  in  the  State  should  submit  to  its  elec- 
torate a  proposal  for  a  metropolitan  governmental  structure 
as  soon  as  possible,  and  must  submit  such  a  proposal  by  Janu- 

arv  1964 
e     The  Commission  recognizes  that  as  a  metropolitan  area  multi- 
purpose district  is  given  an  increasing  number  of  functions 
it  may  be  desirable  to  have  some  or  all  of  the  members  of  the 
metropolitan  council  chosen  directly  by  the  electorate  if  neces- 
sary in  order  to  broaden  representation  by  a  cross  section  ot 
groups  in  the  metropolitan  area;  therefore,  the  enabling  leg- 
islation should  provide  that  the  question  of   direct  election 
shall  be  submitted  to  the  electorate  each  five  years  after  such 
a  district  is  established. 
(3)   Establish  by  statute  a  State  Metropolitan  Areas  Commission  to  be 
appointed  by  the  Governor  and  charged  with  the  following  duties: 
a     To  exercise  quasi-judicial  powers  in  the  review  and  approval 
of  proposals  for  the  incorporation  of  or  annexations  to  cities, 
and  for  the  creation  of,  annexations  to,  consolidations  ot,  or 
dissolution  of  special  districts;  . 

b     To  study  and  make  recommendations  concerning  State  laws 

affecting  boundary  changes  of  local  units  of  government; 
c  To  inform,  advise,  and  assist  the  Governor  concerning  the 
present  and  changing  problems  and  needs  of  existing  metro- 
politan areas  in  the  State  and  the  general  problems  of  metro- 
politan government;  recommend  policies  and  action  tor  the 
treatment  of  the.se  problems ; 
d  To  identify  and  delineate  for  the  purpose  of  metropolitan 
area  multi-purpose  districts  metropolitan  areas  m  the  State  on 
the  basis  of  specified  criteria ;  ^     ^      ,1,^ 

e  To  initiate  and  submit  for  voter  approval  proposals  for  the 
consolidation  of  cities  as  well  as  for  the  creation  of  annex- 
ations to,  consolidation  of,  or  dissolution  of  special  districts, 
after  appropriate  study  and  the  finding  of  need;  ... 
f  To  assist  and  encourage  metropolitan  areas  in  the  initiation 
and  undertaking  of  studies  directed  toward  the  development 
of  a  metropolitan  government  for  the  specific  metropolitan 
area,  if  by  January  1,  1963,  the  metropolitan  area  has  not 

already  done  so ;  1  <>          ^  j       +  .i 

o-  Prepare  for  a  vote  of  the  electorate  a  proposal  for  a  federated 
"'  form  of  metropolitan  government  for  those  specific  metropoli- 
tan areas  which  by  January  1,  1964  have  not  produced  such 
a  plan  and  submitted  it  to  their  voters,  and,  m  the  event  such 
a  proposal  is  voted  down,  to  require  that  a  proposal  tor  a  ted- 
erated  form  of  metropolitan  government  be  submitted  not  later 
than  five  years  after  each  such  unfavorable  vote. 


CHAPTER  VII 

THE  ATTORNEY  GENERAL'S  APPROACH 
TO  THE  PROBLEM 

The  Office  of  the  Attorney  General  of  California  was  invited  to  pre- 
sent its  viewpoint  on  the  annexation  and  related  incorporation  prob- 
lems and  to  offer  suggestions  for  possible  legislative  revisions.  Mr. 
Eugene  B.  Jacobs,  Deputy  Attorney  General,  appeared  before  the  Com- 
mittee in  May  of  1960  at  the  Oakland  hearings  and  made  the  presenta- 
tion on  behalf  of  the  Attorney  General.  Their  viewpoints  and  possible 
solutions  are  included  in  this  report,  along  with  those  of  the  League  of 
Cities,  the  Supervisors  Association,  and  the  Governor's  Commission 
since  the  Attorney  General  is  in  a  very  different  situation  and  views 
this  matter  in  a  different  light  than  other  State,  city  or  county  officials. 
This  was  brought  out  by  the  following  introductory  remarks  of  Mr. 
Jacobs : 

My  presentation,  I  think,  will  be  slightly  different  from  those 
which  have  been  presented  before.  Our  office,  as  you  may  know, 
has  charge  of  the  quo  warranto  actions,  the  only  way  an  annex- 
ation or  incorporation  can  be  stopped  after  it  is  completed.  We 
have  dealt  with  practically  all  of  the  really  "sick"  annexations 
ever  since  the  State  started  incorporations,  and  particularly  in  the 
last  five  years  we  have  had  to  deal  with  virtually  every  annexation 
that  has  had  a  great  deal  of  fervor  and  problems  concerned  with  it. 
My  presentation,  for  example,  deals  primarily  with  the  technical 
problems  of  annexation  and  the  Act  as  we  now  find  it  today  and 
what  we  feel  should  be  done  to  it  as  it  now  stands  in  order  to 
improve  it.  I  don't  believe  any  of  our  suggestions  would  in  one 
way  or  another  have  much  to  do  with  the  policy  of  whether  an- 
nexation ought  to  be  encouraged  or  not  encouraged;  ours  is  pri- 
marily a  technical  job  on  what  we  feel  are  the  problems  of  the 
present  day  Act. 

Mr.  Jacobs'  complete  presentation  is  contained  here  with  the  excep- 
tion of  the  first  two  sections  containing  the  introduction  and  the  con- 
stitutional and  statutory  provisions  on  annexation  and  incorporation. 


Cities  in  California  annex  territory  pursuant  to  the  following  code 
sections : 

Government  Code 

General   provisions   Sees.  35000-35011 

Annexation  Act  of  1913  commonly  known  as  the 

Inhabited  Annexation  Act Sees.  35100-35158 

Annexation  of  territory  owned  by  annexing  city  or  a 

contiguous   school   district Sees.  35200-35213 

Annexation  of  territory  of  an  adjacent  city Sees.  35250-35260 

Annexation  of  Uninhabited  Territory  Act  of  1939,  com- 
monly referred  to  as  the  Uninhabited  Annexation  Act Sees.  35300-35326 

(52) 
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Government  Code  . 

Annexation   of    County    Highways   to    Cxtxes    by   Boards  ^^^^^_^^^^^ 

of   Supervisors   ^""J"^"^ 

Annexation  of  Territory  Owned  by  the  Federal ^^^^    ^^^^^  ^^^^^ 

M?nrC™ctions"and"R7locaTi7n7o7c^^^^^^ 

Education  Code  „  ao^a     172'> 

School  District,  status  of  territory  annexed  by  cities Sees.     1271    !(/- 

Code  of  Civil  Procedure  „  .q. 

Statute  of  limitations  for  attadv  on  city  annexations Sec.  rf^y* 

The  annexation  provisions  were  enacted  pursuant  to  short  provisions 
in  the  California  Constitution.  (Art.  XI  Sees.  6;  ^^b ;  and  8^,  sub- 
divisions 6  and  7;  See  PeovU  v.  City  of  Los  Angeles,  154  Cal.  220, 

225). 

UNIQUE  RELATIONSHIP  OF  THE  ATTORNEY  GENERAL  TO  CITY 
ANNEXATIONS  AND  INCORPORATIONS 
Pursuant  to  Sections  803  et  seq.  of  the  Code  of  Civil  Procedure  the 
Attorney  General  is  charged  with  filing  quo  warranto  actions  when  m 
his  opinion  a  corporation  usurps,  intrudes  into,  or  unlawfully  holds  or 
exercises  any  franchise  within  the  State.  The  greatest  number  of  these 
quo  warranto  actions  involve  the  validity  of  annexations  and  incorpo- 
rations of  cities.  A  complete  description  of  the  present  practice  ot  the 
Attorney  General  in  quo  warranto  is  set  forth  in  a  document  attached 
hereto   entitled  "Present  Practice  in  Quo  Warranto  m  Calitornia. 

This  relationship  of  the  Attorney  General  to  city  annexations  and 
incorporations  is  unique  and  has  been  instructive  m  ^^ers  andmg 
the  annexation  and  incorporation  problems  which  exist  today  m  Cali- 
fornia The  practices  of  the  cities  and  the  troublesome  provisions  of  the 
statutes  have  been  highlighted  in  the  applications  for  leave  to  sue  m 
quo  warranto  which  have  been  filed  with  the  Attorney  General 

It  should  be  clearly  understood  that  the  Attorney  General  is  not 
here  expressing  any  opinion  as  to  whether  it  should  be  easier  or  more 
difficult  to  incorporate.  Whether  a  few  large  cities  are  more  desirable 
than  many  smal  cities  is  not  our  concern  here.  Our  experience,  how- 
ever, indicates  that  some  cities  have  been  unfair  t.  landowners  resi- 
dents, and  voters,  and  that  great  public  expense  has  b^^n  caused  by 

unnecessary  litigation  involving  ^^^^^  ^^^'^^'^^'''''Z.'^t^^^^^ 
counties    districts,   and   the   Attorney   General's   Office.    The  present 
statutory  procedures  are  overly  complex,  misleading,  and  productive 
of  misunderstanding  the  litigation. 

The  dilemma  faced  by  the  Attorney  General  was  clearly  stated  m  Z6 
Ops.  Cal.  Atty.  Gen.  300,  304  : 

"The  Attorney  General  has  a  grave  responsibility  in  acting  on 
a  request  to  sue  in  quo  warranto.  He  must  weigh  his  decision  care- 
fully since  by  his  action  he  may  cause  extensive  litigation  which 
will  impede  \he  growth  and  expansion  of  California  cities.  He 
must  also  weigh  the  rights  of  individual  citizens  whose  property 
rights  might  be  prejudiced  by  over  zealous  cities  desiring  to  expand 
their  city  limits  .  .  , " 
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CRITICISMS  OF  PRESENT  ANNEXATION  AND  INCORPORATION 
PRACTICES  AND  STATUTES 

A.  Permitting  City  Councils  to  Sit  as  Judge,  Fact  Finder,  and  Administrator  in 
Annexation  Proceedings  is  Unwise  and  ///  Advised. 

In  our  opinion  the  most  serious  defect  in  the  present  annexation 
statutes  is  the  fact  that  the  entity  conducting  the  procedure  and  mak- 
ing the  crucial  determinations  as  judge,  fact  finder,  and  administrator 
is  a  party  in  most  instances  desirous  of  completing  an  annexation — 
the  city  council  of  the  city  to  which  the  territory  is  to  be  added.  Over- 
aggressiveness  is  thus  encouraged  in  cities.  The  annexation  statutes 
make  the  city  council  of  the  annexing  city  the  judge,  jury,  and  ad- 
ministrator of  the  proceedings  .  .  .  Competing  cities,  citizens,  resi- 
dents, property  owners,  and  voters  many  times  have  been  helpless 
to  protect  themselves  without  resort  to  litigation.  Many  cities  in  their 
zeal  have  been  prone  to  ignore  statutory  limitations.  The  greater 
familiarity  of  the  cities,  their  officers,  and  their  employees  with  annexa- 
tion procedures  has  placed  private  persons  at  a  disadvantage  unless 
sufficient  legal  fees  are  expanded  for  an  attorney  equally  trained  in 
these  matters. 

While  most  annexations  go  smoothly  and  most  cities  are  fair,  there 
have  been  an  inordinate  number  of  annexations  where  the  cities  have 
been  prone  to  decide  all  doubts  in  their  own  favor.  In  two  recent  cases 
the  courts  have  warned  the  cities  about  their  responsibilities  in  this 
regard. 

In  HuMell  v.  City  of  Los  Angeles,  142  Cal.  App.  2d  1,  5  and  6,  the 
Court  said : 

"It  requires  no  citation  of  authority  in  support  of  the  proposi- 
tion that  the  governing  bodies  of  municipalities  stand  in  a  dif- 
ferent and  higher  category  than  mere  employees  and  directors  of  a 
private  corporation.  Whatever  other  functions  they  may  be  called 
upon  to  perform,  members  of  a  municipal  council  or  other  public 
body  are  at  all  times  trustees  of  the  public  welfare.  Obviously, 
such  a  trusteeship  does  not  call  for  competition  and  strife  between 
such  bodies  and  the  interested  members  of  the  public ;  nor  between 
the  bodies  of  neighboring  municipalities.  These  salutary  precepts 
do  not  appear  to  have  been  recognized  or  followed  in  the  attempted 
annexation  ...  (p.  5) 


''Obviously  the  annexation  statutes  never  contemplated  a  situa- 
tion in  which  two  municipalities  would  enter  a  bitter  contest  to 
see  which  could  deprive  the  other  of  a  desired  parcel."  (p.  6) 

Heller  v.  Ciiij  Council,  157  Cal.  App.  2d  411,  449,  450,  stated: 

"In  our  opinion  the  Legislature  carefully  designed  a  procedure 
whereby  the  rights  of  private  property  owners  and  the  public  are 
protected  in  their  right  to  protest  annexation  proceedings.  Cities 
have  been  given  great  powers  in  the  matter  of  annexations  and 
with  that  power  goes  an  equal  responsibility  to  see  to  it  that  the 
power  is  not  abused.  It  is  of  considerable  importance  to  many  land- 
owners whether  they  be  in  a  city  or  out  of  a  city,  and  the  utmost 
fair  plan  by  city  authorities  is  called  for." 
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6      The  Annexation  and  Incorporaficn  Statutes  as  Now  Constituted  Contain 
Only   Formal   Procedural   Requirements   and   Limitations,   and   are    Utterly 
Devoid  of  Substantive  Standards  to  Guide  the  City  Councils. 
As  has  been  pointed  out  many  times  by  the  courts,  annexations  and 
incorporations  will  not  be  invalidated  so  long  as  cities  have  followed 
the    formal,    procedural,    technical    requirements    of    the   statutes.    Mo 
matter  how  devoid  of  municipal  purpose  an  annexation  may   be,  it 
apparently  will  be  approved  by  the  courts  unless  there  has  been  an 
important  procedural  failure,  or  unless  fraud,  subterfuge,  or  evasion 
is  involved   No  standards  have  been  established  by  the  Legislature  to 
limit  annexations  and  incorporations  to  those  with  particular  public 
purposes.  No  standards  exist  to  decide  whether  particular  territory 
should  be  in  one  city  or  another,  or  in  no  city.  Peoples   Ciy  of  Palm 
Bvrinqs    51  Cal  2d  39,  is  an  example  of  the  hands-ott  attitude  ot  tJie 
courts  because  of  the  lack  of  legislative  guidance,  diy  ofRurlmgamey. 
County  of  San  Mateo,  90  Cal.  App.2d  705  is  an  even  better  example. 
There  the  city  annexed  a  100  foot  wide  strip  m  the  form  of  a  horseshoe, 
for  the  sole  purpose  of  protecting  the  property  mside  the  strip  ±rom 
annexation  by  a  neighboring  city. 

It  should  be  noted  that  incorporated  territory  need  not  be  urban. 
Many  cities  have  added  territory  or  have  been  created  for  non-urban 
purposes  There  would  seem  to  be  nothing  improper  with  that  practice, 
but  at  least  the  adding  of  territory  by  an  annexation  should  be  tor  a 
public  purpose.  Strip  annexations,  as  such,  also  would  not  seem  to  be 
improper  as  a  matter  of  policy.  In  many  instances  strip  annexations 
are  necessarv  to  enable  people  who  desire  to  be  in  a  city  to  gam  that 
status  and  to  permit  people  desiring  to  remain  unincorporated  to  also 

have  their  wash.  .  ,     -,         ,  .     .i         •  •+ 

Many  annexations,  however,  are  accomplished  contrary  to  the  spirit 
of  fair  play  and  without  a  governmental  or  public  purpose  Nothing 
exists  in  the  annexation  acts  today  to  preclude  annexations  which  have 
no  valid  public  purpose  so  long  as  an  annexation  conforms  to  the  letter 
of  the  statutes. 

C.  The  Inflexibility  of  the  Annexation  and  Incorporation  Statutes  Creates  Juris- 
dictional Disputes  Between  and  Among  Cities  and  Incipient  Cities. 
Many  annexations  and  incorporations  of  cities  today  resemble  an 
Oklahoma  land  grab  or  a  rush  to  the  recorder's  office  more  than  they 
are  comparable  to  a  process  providing  an  orderly  and  rational  change 
of  governmental  jurisdiction.  The  city  which  is  first  to  take  certain 
procedural  steps,  immunizes  the  territory  from  annexation  procedures 
of  other  cities,  and  from  incorporation  steps  by  persons  proposing  new 
cities  Thus  a  city  which  first  acquires  jurisdiction,  even  mvalidly,  can 
continue  control  until  a  court,  months  or  even  years  later,  declares  the 
annexation  void.  In  the  interim  other  cities,  residents  or  property 
owners  are  helpless  to  start  other  incorporation  or  annexation  pro- 
ceedino-s  even  if  municipal  needs  and  desires  indicate  the  city  with 
iurisdiction  provides  the  least  desirable  alternative.  Surprisingly,  the 
city  with  jurisdiction  can  institute  and  complete  a  second,  a  thiM,  a 
fourth  or  an  unlimited  number  of  additional  annexations  involving 
the  same  territory  even  while  the  first  one  is  still  pending.  Ultimately 
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even  if  the  first  annexation  is  void  or  voidable,  the  second  or  third 
attempt  may  become  valid. 

The  inflexibility  of  the  present  statutes  is  such  that  the  courts  may 
not  make  orders  changing  the  boundaries  of  the  territory  to  be  annexed 
even  if  they  seem  desirable  and  appropriate  to  the  court.  It  is  an  all 
or  nothing  situation.  The  annexation  is  either  entirely  in  or  entirely 
out  of  a  city.  No  careful  result  can  be  designed  by  a  court  without 
complex  de-annexation  or  annexation  procedures  by  the  cities  involved.  I 

Regions  and  territories  as  a  whole  are  rarely  considered  in  annexations  | 

under  the  present  law. 

The  cities  in  many  areas  in  this  State  are  reacting  much  as  inde- 
pendent principalities,  like  two  large  countries  in  Europe  seeking  the 
territory  of  some  small  nation  located  between  them.  Cities  seek  to 
extend  their  jurisdiction  by  annexations,  rather  than  through  aggres- 
sive war,  but  unfortunately  the  territory  involved  always  has  been 
unincorporated,  often  contrary  to  the  wishes  of  a  large  segment  of  the 
territory  to  be  annexed.  Sometimes  the  opposition  is  a  majority  which 
mobilizes  too  late  because  they  trusted  the  city  and  did  not  consult  an 
attorney. 

D.  The  Annexation  Statutes  are  Badly  in  Need  of  An  Overhaul  Even  if  No 
Dramatic  Change  is  Mode  in  the  Procedure. 
In  our  opinion  the  criticisms  set  forth  above  are  fundamental.  In 
addition,  many  other  less  important  but  troublesome  weaknesses  appear 
in  the  annexation  statutes.  Like  many  statutes,  the  annexation  laws 
for  many  years  have  been  amended  to  solve  particular  problems  but 
with  little  consideration  for  the  overall  statute  or  other  problems.  In 
our  opinion  the  annexation  statutes  should  be  completely  rewritten 
even  if  few  fundamental  substantive  changes  are  made. 

1.  Sections  35120-35121  and  35312-35313.1  Relating  to  the  Rights  of 
Protesting  Property  Owners  are  Confusing,  Incomplete,  and  Incon- 
sistent 

The  protest  provisions  of  the  Inhabited  Annexation  Act  are  not  the 
same  as  the  sections  in  the  Uninhabited  Annexation  Act.  It  is  difficult 
to  see  any  reason  for  the  differences  and  confusion  would  be  destroyed  ' 

by  closer  uniformity.  . 

Sections  35120  and  35312  define  the  owners  who  may  file  protests  to  I 

annexations  and  limit  filings  of  protests  to  persons  who  are  shown  as  1 

owners  on  the  last  equalized  assessment  roll.  However,  Sections  35121 
and  35313  talk  of  protests  by  entities  sometimes  not  shown  on  the  assess- 
ment roll,  that  is,  public  owners.  While  this  inconsistency^  is  generally 
ignored  in  practice,  it  is  a  possible  source  of  argument  in  litigation. 

Sections  35121  and  35313  seem  to  assume  that  as  a  matter  of  fact 
the  only  property  not  shown  with  value  on  the  assessment  roll  is  pub- 
licly owned  property.  From  those  sections  it  would  appear  that  any 
private  property  exempt  from  property  taxation  pursuant  to  such  a 
result  is  intended  but  the  wording  of  the  sections  would  seem  to  indicate 
that  the  problem  was  not  even  considered.  Moreover,  discussions  with 
persons  familiar  with  the  annexation  statutes  seem  surprised  that  this 
is  a  possible  result. 

No  standards  are  provided  in  Sections  35121  and  35313  for  the  de- 
termination of  the  value  of  public  property.  Is  valuation  to  be  estab- 
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lished  as  it  is  on  the  property  tax  assessment  rolls,  or  is  market  value 
to  be  determined?  If  market  valne,  then  is  it  fair  to  balance  market 
value  against  assessed  value? 

Some  public  property  is  assessed  and  given  value  on  the  assessment 
roll  and  some  is  not  (Calif.  Const.  Art.  XIII,  Sec.  1).  In  some  counties 
tax  exempt  property  is  shown  on  the  roll  without  value ;  in  others  it  is 
given  an  informal  value  which  has  no  tax  significance.  The  annexation 
statutes  ignore  these  differences  and  make  the  distinction  only  between 
public  and  private  property.  May  public  property  shown  with  assessed 
value  on  the  roll  for  tax  purposes  be  revalued  by  a  city  at  market  value 
when  public  property  has  protested?  This  has  been  done  by  one  city 
in  regard  to  property  owned  by  that  same  city. 

The  protest  sections  should  be  entirely  rewritten  to  conform  to  the 
realities. 

2.  The  Existence  of  Tivo  Annexation  Acts,  One  for  InliaUted  and  the 
Other  for  VninhaUtcd  Territory,  is  Unnecessary  and  Has  Created 
Serious  ProMems 

The  law  is  clear  that  the  Inhabited  Annexation  Act  may  not  be  used 
to  annex  territory  which  includes  separable,  distinct  uninhabited  area 
with  inhabited  area.  On  the  other  hand,  the  Uninhabited  Annexation 
Act  may  not  be  used  to  annex  a  particular  area  if  twelve  or  more  regis- 
tered voters  reside  within  the  area  on  the  day  the  annexation  com- 
mences. 

The  result  of  this  is  that  the  following  anomalous  situations  can  arise : 
First,  some  uninhabited  territory  can  be  annexed  only  pursuant  to  the 
inhabited  act.  For  instance,  if  there  are  twelve  or  more  registered  voters 
residing  within  the  territory  to  be  annexed  on  the  key  date,  then  the 
uninhabited  act  could  not  be  used.  If  the  twelve  or  more  registered 
voters  were  located  on  a  rather  large  non-urban  area  at  some  distance 
from  one  another,  the  land  might  appear  to  be  uninhabited  but  still 
be  considered  inhabited  for  purposes  of  annexation. 

Secondly,  the  boundary  of  an  area  can  be  drawn  so  that  a  particular 
area  is  not  anuexable  under  either  act.  For  example,  if  the  area  had 
twelve  or  more  registered  voters  but  the  territory  is  either  held  to  be 
not  inhabited  or  it  has  separable  uninhabited  territory  connected  to 
inhabited  territory,  that  particular  area,  Avithout  a  change  in  bound- 
aries, cannot  be  annexed  under  either  act. 

Thirdly,  some  territory  apparently  can  be  annexed  under  either  act. 
For  instance,  assume  a  situation  where  the  territory  to  be  annexed 
consists  only  of  five  small  city  lots  with  a  home  on  each  lot,  with  families 
consisting  of  parents  and  ten  children  on  each.  The  territory  would  be 
inhabited  by  any  reasonable  definition  with  ten  adults  and  fifty  chil- 
dren, yet  because  there  would  be  less  than  twelve  registered  voters,  the 
territory  would  be  considered  uninhabited  within  the  meaning  of  the 
Uninhabited  Annexation  Act.  While  it  does  not  appear  that  any  cases 
have  decided  the  point,  there  seems  to  be  little  doubt  that  this  same 
territory  could  also  be  annexed  under  the  Inhabited  Act  because  it  is 
actually  inhabited.  It  should  be  clearly  understood  that  the  definition 
of  uninhabitancv  found  in  the  Uninhabited  Annexation  Act  (Govt. 
Code  Sec.  35303)  does  not  apply  to  the  Inhabited  Act.  Territory  which 
has  twelve  or  more  registered  voters  is  not  automatically  inhabited. 


58  COMMITTEE  ON  MUNICIPAL  AND  COUNTY  GOVERNMENT 

The  only  sigiiificant  purpose  that  we  have  noticed  for  finding  out 
whether  the  territory  is  inhabited  or  uninhabited,  and  the  only  reason 
for  having  two  acts,  is  so  that  an  election  will  be  required  if  the  terri- 
tory is  inhabited.  Conversely,  an  election  is  made  unnecessary  if  the 
territory  is  considered  uninhabited. 

As  can  be  seen  from  the  above  examples,  a  city  could  annex  highly 
inhabited  territory  without  an  election  if  less  than  twelve  registered 
voters  were  involved.  The  territory  could  be  urban  and  still  be  subject 
to  the  uninhabited  act.  On  the  other  hand,  large  tracts  of  territory 
with  very  small  numbers  of  people  involved  could  be  annexed  under 
the  Inhabited  Act  and  not  under  the  Uninhabited  Act  merely  because 
twelve  or  more  registered  voters  reside  therein  and  are  sprinkled  suffi- 
ciently throughout  the  territory  to  have  th^  area  considered  inhabited 
for  the  purpose  of  the  Inhabited  Annexation  Act.  There  appears  to 
be  no  reason  for  the  differences  which  exist  in  the  various  provisions 
of  the  two  acts  except  in  regard  to  the  need  for  an  election. 

3.  Other  Problem  Areas  in  the  Annexation  Acts 

There  are  other  troublesome  sections  which  either  in  practice  or 
by  production  of  litigation  are  bothersome  to  people  working  in  this 
field.  A  few  are: 

Government  Code 

(1)  The  contiguity  sections:  35002.3,  35002.5,  35003,  35009,  35104,  35105, 
35105.5,  35141,  35200,  35201,  35201.5,  35250  (Adjacent),  35302,  35304.5, 
35450    (adjacent),   35470. 

(2)  The  sections  precluding  a  new  annexation  or  incorporation  for  a  set  period 
of  time  in  case  an  annexation  or  incorporation  proceeding  is  not  com- 
pleted: 35007,  35122,  35134,  35254,  35315,,  34302.5,  34307.1,  34316, 
34325.1. 

Some  sections  apply   to  any  of  the  same  territory   and  others  only   if  the 
new   annexation   involves   substantially    the   same   territory. 

(3)  The  various  sections  involving  priorities  of  competing  cities;  35113,  35115, 
35308,  34302.6,  34303.1. 

PROPOSED  SOLUTIONS 

A.  A  Statewide  Agency  cr  Regional  Agencies  Should  be  Created  to  Admin- 
ister Annexation  and  Incorporation  Procedures. 

In  our  opinion  the  most  important  improvement  that  could  be 
made  in  the  annexation  and  incorporations  procedures  would  be  to 
create  a  statewide  agency  or,  in  the  alternative,  a  series  of  regional 
agencies  to  administer  annexation  and  incorporation  procedures. 

Much  if  not  most  of  the  difficulty  which  has  arisen  in  annexations 
has  developed,  as  mentioned  above,  from  the  fact  that  the  city  council 
of  the  city  desiring  to  annex  is  the  judge,  fact-finder,  and  adminis- 
trator in  the  proceedings.  They  are  interested  and  subjective  parties 
and  should  not  be  expected  to  carry  the  burden  of  protecting  the 
rights  of  opposing  persons  and  parties. 

In  our  opinion  establishing  an  independent  agency  would  be  the 
most  economical  and  efficient  way  to  provide  a  fair  procedure  for  the 
property  owners,  the  cities  annexing,  and  the  adjoining  cities.  Also, 
flexibility  in  the  annexation  procedures  could  be  attained  both  as  to 
boundaries  and  as  to  conflicting  claims  of  cities  and  incipient  cities. 
Substantive  standards  for  incorporation  and  annexations  could  be 
provided  for  the  guidance  of  such  an  agency.  The  agency  could  make 
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decisions  based  on  considerations  broader  than  those  now  examined  by 
a  particular  city  which  happens  to  make  the  first  move  in  an  annexa- 
tion Jurisdictional  disputes  could  be  solved  by  such  an  agency  with- 
out the  need  to  involve  the  courts  or  the  Attorney  General  except 
for  court  review  of  decisions  of  the  agency.  Such  review  could  be 
limited.  As  it  now  stands,  there  is  no  place  in  the  incorporation  or 
annexation  proceeding  for  private  persons,  cities,  or  other  groups 
effectively  to  articulate  their  opinions  as  to  the  inadvisability  of  a 
particular  incorporation  or  annexation. 

The  protections  for  the  property  owners  and  residents  of  the  com- 
munities should  remain.  The  agency  should  not  be  permitted  to  force 
an  annexation  or  incorporation  on  a  community.  For  that  matter,  it 
might  be  precluded  from  initiating  annexations  or  incorporations. 
Even  if  the  agency  should  decide  that  certain  boundaries  should  be 
changed,  the  ultimate  political  decision  would  be  in  the  property 
owners,  citizens,  cities,  and  city  councils. 

B.  Whether  or  Not  a  New  Agency  is  Created,  the  Annexation  Acts  should 
be  Combined  into  One  Act  so  that  Confusion  Caused  by  Two  Acts  is 
Removed. 
Whether  a  State  agency  is  created  or  annexations  remain  in  the 
hands  of  city  councils,  a  single  act  should  be  drafted  to  replace  the 
two  major  acts  and  some  minor  acts  which  now  exist.  This  procedure 
would  be  more  easily  utilized  by  the  cities  and  the  property  owners, 
and  the  same  protections  could  be  provided  as  are  now  present.  In 
our  opinion  the  major  problem  in  drafting  a  single  act  would  be  to 
create  a  test  for  determining  when  an  election  must  be  held.  As  we 
indicated  above,  the  present  test  of  "inhabited  versus  uninhabited" 
creates  fictional  inhabitancy  and  uninhabitancy.  We  feel  a  decision 
as  to  an  election  should  be  based  upon  a  formula  taking  into  account 
the  amount  of  territory  involved  and  the  density  of  the  population. 
An  election  could  be  required  in  annexations  of  densely  populated 
areas.  In  the  less  densely  populated  areas,  or  in  truly  uninhabited 
territory,  no  election  would  need  to  be  held.  Moreover,  if  a  densely 
populated  area  were  combined  with  a  sparsely  populated  area,  an 
election  could  be  held  in  part  of  the  area  and  not  in  the  other,  or 
for  the  entire  area. 

Property  owners  in  less  densely  populated  areas  can  now  (and 
could  under  a  new  act)  cause  termination  of  annexation  or  incorpora- 
tion proceedings  at  the  time  of  protest  hearing  and,  therefore,  would 
rarely,  if  ever,  need  an  election. 

C.  The  Protest  Sections 

Whether  the  annexation  procedures  remain  in  two  statutes  or  are 
combined  into  one,  the  protest  sections  should  be  rewritten  to  solve 
the  problems  we  discussed  above. 

D.  Other  Changes 

There  are  other  improvements  which  could  be  made  in  the  annexation 
statutes.  It  would  seem  that  a  new  statute  could  best  be  drafted  by  a 
group  of  people  thoroughly  familiar  with  the  annexation  act.  The 
changes  necessary  are  both  numerous  and  technical  and  cannot  be  fully 
explored  in  a  presentation  such  as  this. 
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CONCLUSION 

California  has  been  growing  rapidly.  Many  citizens  have  been  ob- 
taining a  bad  impression  of  their  city  councils  because  of  action  taken 
under  the  annexation  statutes.  It  would  seem  an  immediate  attempt 
should  be  made  to  modernize  and  streamline  the  incorporation  and 
annexation  statutes.  It  is  not  intended  by  this  to  mean  that  the  statutes 
should  be  modernized  and  streamlined  to  increase  the  number  of  in- 
corporations and  annexations.  That  is  a  policy  question.  Annexation 
laws  should  be  improved  in  order  that  scientifically,  rationally,  and 
with  common  sense  the  question  of  incorporation  or  annexation  can  be 
considered  by  cities,  counties,  citizens,  and  property  owners  in  an 
intelligent  manner.  Undoubtedlj^  many  annexations  and  incorporations 
have  taken  place  in  California  which  were  not  in  the  best  interests  of 
the  people  of  the  State  or  of  the  communities.  On  the  other  hand,  many 
annexations  which  were  necessary  have  been  prevented  by  provisions 
of  the  act.  All  groups  for  and  against  annexation  would  gain  in  under- 
standing and  in  good  relationships  by  legislation  which  does  not  per- 
petuate the  conditions  which  now  exist. 


If 


CHAPTER  Viil 

RECODIFICATION  OF  THE  ANNEXATION  AND 
RELATED   INCORPORATION  STATUTES 

The  nearly  unanimous  testimony  of  all  witnesses  who  considered  the 
matter  at  the  three  hearings  supported  the  conclusion  that  the  annex- 
ation and  incorporation  statutes  are  badly  in  need  of  recodification. 
They  claimed  that  the  processes  contained  in  these  statutes  are  too 
cumbersome,  burdensome,  and  confusing,  and  thus  should  be  rewritten 
Mr.  James  A.  Nicklin,  City  Attorney  for  the  cities  of  Arcadia  and 
El  Monte,  summarized  this  viewpoint  when  he  stated  that  there  have 
been  more  than  250  amendments  to  the  annexation  sections  of  the 
Government  Code  between  1949  and  1959,  and  that  this  averaged 
better  than  forty  amendments  per  regular  session  of  the  Legislature 
during  the  last  six  regular  sessions.  This  is  a  lot  of  legislation  m  one 
small  segment  of  the  Code  structure.  As  these  statutes  have  been 
amended  to  meet  the  specific  growing  problem  areas  m  Los  x\ngeles 
County  and  Santa  Clara  County,  in  the  main,  in  the  last  few  years 
they  have  become  increasingly  burdened  with  ambiguities  and  internal 

^^It  Ts  felt  by  most  experts  in  this  field  that  the  bulk  of  these  defects 
can  be  corrected  by  a  careful  recodification  designed  to  attain  clarity 
with  a  minimum  of  substantive  legislative  change.  Even  though  any 
attempt  to  resolve  the  ambiguities  and  conflicts  will  necesarily  require 
that  certain  differences  of  opinion  on  the  interpretation  of  existing  law 
be  resolved  one  way  or  the  other,  it  is  felt  that  agreement  could  be 
reached  by  all  affected  interests  on  legislation  which  would  resolve 
the  technical  problems  with  minor  substantive  change. 

In  the  lio'ht  of  these  findings,  the  Committee  has  directed  the  Leg- 
islative Comisel  to  work  on  a  recodification  of  the  annexation  and 
incorporation  acts.  That  office  is  presently  working  on  a  step  by 
step  analysis  of  the  acts,  pointing  out  in  comparative  columns  the 
conflicts  and  the  ambiguities.  After  this  is  done,  the  Committee  plans 
to  sit  down  with  representatives  of  the  League  of  California  Cities, 
the  Supervisors  Association,  and  others,  to  work  out  the  conflicts 
and  the  ambiguities,  with  the  idea  to  keep  to  the  minimum  the  amount 
of  substantive  change  necessary  to  attain  clarity.  It  is  hoped  that  this 
can  be  done  early  in  the  1961  General  Session  so  that  a  recodification 
bill  can  be  presented  to  the  Legislature  which  is  acceptable  to  both 
sides  Then  anv  substantive  legislative  changes  which  are  introduced 
by  other  interested  parties  during  the  Session  can  be  tied  into  the 
recodification  bill  if  and  when  it  is  enacted  into  law. 

The  Committee  hopes  that  this  recodification  will  help  to  clear  up 
the  problem  areas  within  the  statutes  themselves  and  thus  aid  those 
practitioners  in  the  field  who  must  work  with  these  statutes  daily. 
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CHAPTER  IX 

CONCLUSION 

The  Committee  hopes  that  by  outlining  the  basic  approaches  and 
recommendations  to  the  annexation  and  related  incorporation  problems 
of  the  four  main  groups  interested  in  this  field  it  has  given 
the  reader  a  complete  and  full  picture  of  the  basic  thinking  of  city, 
county  and  State  governmental  representatives  in  this  field  and  by 
keeping  these  approaches  in  mind,  he  can  better  understand  the  legis- 
lative recommendations  which  are  introduced  at  the  1961  General 
Session  and  future  sessions.  As  stated  earlier,  this  report  was  not 
meant  to  outline  definite  Committee  recommendations  but  only  to 
indicate  the  findings  and  recommendations  of  the  four  main  groups 
in  this  field. 

However,  after  hearing  and  studying  all  the  presentations  delivered 
at  the  committee  hearings,  and  questioning  the  various  witnesses,  the 
Committee  has  come  to  certain  conclusions  which  are  not  meant  to  be 
definite  legislative  recommendations  as  such  but  only  to  be  recom- 
mended as  guides  to  be  used  by  those  drafting  substantive  legisla- 
tive changes  in  the  annexation  and  incorporation  statutes.  The  Com- 
mittee believes  that  while  it  is  important  to  have  orderly  development 
of  urban  areas  great  care  must  be  taken  in  proposing  legislative  pro- 
cedures designed  to  cope  with  these  problems.  The  following  points 
should  be  kept  in  mind: 

1.  The  home  rule  concept  of  local  government  must  be  preserved ; 

2.  The  problem  of  overcentralization  of  authority  in  a  State  agency 
should  be  thoroughly  weighed  in  all  of  its  aspects; 

3.  Many  of  the  problems  of  annexation  and  incorporation  are  the 
direct  results  of  an  unprecedented  population  increase  which 
in  turn  does  not  give  time  for  orderly  growth ; 

4.  Changes  in  the  law  must  recognize  the  rights  of  individuals,  as 
well  as  the  rights  of  cities  and  counties  in  their  total  relationship 
to  each  other ; 

5.  Annexation  and  incorporation  problems  are  limited  to  a  com- 
paratively small  land  area  of  California  even  though  these  areas 
comprise  a  substantial  portion  of  the  population  centers  of  the 
State ; 

6.  That  between  the  period  of  1953  to  1960  the  number  of  annexa- 
tion problems  and  areas  of  the  State  that  have  experienced  trou- 
bles have  declined. 
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COMMITTEE  LETTER  OF  TRANSMITTAL 

Assembly  Chamber,  State  Capitol 
Sacramento,  California,  January  2, 1961 

Hon.  Ralph  M.  Brown 
Speaker  of  the  Assembly 

Members  of  the  Assembly 

Assembly  Chamber,  Sacramento,  California 

Gentlemen  :  Pursuant  to  House  Resolution  No.  326,  1959  Session 
of  the  California  Legislature,  your  Assembly  Interim  Committee  on 
Governmental  Efficiency  and  Economy  herewith  submits  its  report  cov- 
ering its  studies  during  the  1959-61  interim. 

For  reasons  of  economy  and  greater  efficiency  this  committee  re- 
quested advance  copies  of  all  testimony,  and  limited  hearings  primarily 
to  discussion  based  on  such  previously  submitted  testimony.  In  addition 
to  reducing  costs,  this  enabled  our  committee  members  to  study  most 
of  the  testimony  prior  to  the  meeting  and  to  prepare  questions. 

This  report  summarizes  our  findings  and  recommendations.  Most 
exhibits,  statements  and  research  material  are  not  reproduced  in  this 
report  for  reasons  of  economy  and  readability,  but  will  be  found  in- 
cluded with  the  complete  transcripts. 


Respectfully  submitted, 


William  Biddick,  Jr. 
Clark  L.  Bradley 
John  A.  Busterud 
Tom  C.  Carrell 

Lou  A.    CUSANOVICH 


Lester  A.  McMillan,  Chairman 

Edward  E.  Elliott 
Richard  T.  Hanna 
Harold  K.  Levering 
Frank  Luckel 
John  A.  0  'Connell 
Bruce  V.  Reagan 
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BUY  AMERICAN 

Proposals  to  amend  or  repeal  the  California  Buy  American  Law  were 
assigned  for  interim  study  to  the  Assembly  Interim  Committee  on  Gov- 
ernmental Efficiency  and  Economy.  Specifically,  the  committee  con- 
sidered Assembly  Bill  335  (Kees)  and  Senate  Bill  251  (1959). 

FINDINGS 
On  the  basis  of  hearings  held  in  Los  Angeles  and  San  Francisco,  the 
committee  concludes  that: 

1.  The  present  law  does  give  protection  to  American  and  California 
manufacturers  and  producers. 

2.  Foreign  labor  costs  and  foreign  material  costs  seem  to  be  in  most 
cases  much  lower  than  American  labor  and  material  costs.  There 
are,  however,  no  precise  figures  as  yet  developed  by  any  agency  of 
government  which  fully  show  the  true  differential  in  labor, 
technical  skills  and  material  costs  between  a  United  States 
manufacturer  and  a  foreign  manufacturer. 

3.  There  is  no  doubt  that  some  foreign  manufacturers  can  supply 
goods  to  the  government  agencies  of  the  State  at  a  lower  price 
than  the  price  charged  when  purchased  from  American  manufac- 
turers; however,  the  result  of  such  purchases  may  be  to  reduce 
the  production  on  the  part  of  American  manufacturers  by  just 
that  amount. 

4.  Oftentimes  the  amount  of  sales  made  by  the  American  manufac- 
turers to  government  agencies  is  the  differential  between  full 
production  and  producing  at  a  much  lower  rate  of  capacity. 

5.  In  determining  what  preference  should  be  given  to  American 
products,  it  is  necessary  to  take  into  consideration  the  difference 
in  the  cost  of  manufacture,  labor  cost  and  taxes  paid  by  the  domes- 
tic producer  to  both  the  State  of  California  and  the  federal  gov- 
ernment. This  difference  should  be  weighed  against  the  lower 
price  of  foreign  goods  purchased  by  a  public  agency  and  the  tax 
savings  to  the  people  of  California. 

6.  Although  this  is  a  matter  which  involves  foreign  trade  and  there- 
fore might  be  exclusively  within  the  province  of  the  federal 
government,  the  United  States  at  Geneva,  in  October  1947,  entered 
into  a  treaty  containing  a  provision  that  the  United  States  had 
released  this  particular  field  to  the  State  in  the  following  language : 

"The  provisions  (referring  to  the  provisions  of  the  treaty)  Section  5  of 
Article  2  of  Part  y>  of  this  agreement,  the  approved  provision  shall  not  apply 
to  the  procurement  l)y  governmental  agencies  of  products  purchased  for  gov- 
ernmental purposes  and  not  for  resale  or  use." 

7.  Further  consideration  should  be  given  to  the  proposed  legislation 
and  its  possible  effects. 
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CANIME   POLICE 

The  Assembly  Interim  Committee  on  Governmental  Efficiency  and 
Economy  investigation  on  the  use  of  dogs  in  police  work  was  author- 
ized byH.  R.  423  at  the  last  session  of  the  Legislature. 

Increasing  dangers  experienced  by  officers  operating  alone  indicate 
that  some  measures  should  be  taken  to  provide  protection  for  these 
officers  without  decreasing  community  protection.  Considering  the  cost 
that  would  be  entailed  if  enough  additional  policemen  were  hired  to 
permit  two  in  a  car,  the  committee  felt  some  alternative  method  should 
be  given  serious  study. 

The  committee  decided  to  investigate  the  practicability  of  using  dogs 
in  police  work,  and  particularly  the  idea  of  using  dogs  as  a  "second 
man"  in  patrol  cars. 

The  committee  heard  testimony  as  to  limitations  on  the  type  of  task 
a  dog  could  perform,  the  cost  of  training,  length  of  service  of  the  ani- 
mals, liability  of  departments  using  dogs,  availability  of  trainers,  desire 
of  police  personnel  to  work  with  dogs,  and  experience  of  areas  which 
had  formerly  used  dogs  or  were  now  using  them. 

In  addition,  the  committee  analyzed  research  data  submitted  by  the 
committee  staff  and  the  California  Highway  Patrol  Research  Staff. 

FINDINGS 

It  is  recommended  that  legislation  be  introduced  at  the  1961  General 
Session  which  will  permit  the  State  to  conduct  a  trial  police  dog  pro- 
gram under  the  following  conditions: 

1.  The  program  should  be  conducted  by  the  California  Highway 
Patrol  with  the  co-operation  of  and  help  from  other  police  agencies 
throughout  the  State,  to  determine  and  fulfill  the  needs  of  these 
areas. 

2.  This  trial  program  should  consist  of  not  less  than  10  dogs  nor  more 
than  20.  The  training  period  should  last  not  less  than  four  months. 

3.  A  professional  trainer  should  be  employed  by  the  California  High- 
way Patrol  to  direct  the  training  of  these  animals  for  the  duration 
of  the  trial  period  and  for  retraining  needs. 

4.  Training  facilities  should  be  constructed  near  the  present  Califor- 
nia Highway  Patrol  Police  Academy,  so  as  to  utilize  berthing 
facilities  for  the  handlers.  Handlers  should  be  selected  only  on  a 
voluntary  basis. 

5.  The  Department  of  Finance,  the  Legislative  Analyst  and  the 
California  Highway  Patrol  should  work  together  to  prepare  and 
submit  a  proposed  budget  for  necessary  construction  and 
operational  costs. 

6.  The  California  Highway  Patrol  should  appoint  experienced  and 
interested  police  officers  within  its  department  to  administer  this 
program.  Suitable  emblems  and  compensation  should  be  offered 
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for  members  of  the  Ca]ifornia  Highway  Patrol  Police  Dog  Pro- 
gram to  encourage  tlie  proper  motivation. 

7.  Upon  completion  of  training,  the  animals  should  be  distributed 
as  widely  as  possible  throughout  the  State  to  insure  maximum 
recognition  and  familiarity. 

8.  The  California  Highway  Patrol  should  have  the  authority  to  reject 
any  dog  or  handler  at  any  time,  so  that  only  those  temperamentally 
and  physically  suited  would  be  graduated  from  the  program. 

9.  Animals  accepted  as  part  of  the  program  should  become  the  ex- 
clusive property  of  the  California  Highway  Patrol  and  be  subject 
to  its  disposal. 

10.  The  California  Highway  Patrol  should  be  authorized  to  negotiate 
with  local  police  departments  for  training  of  their  handlers  and 
dogs  by  the  California  Highway  Patrol  on  a  cost  plus  fixed  fee 
basis. 

11.  The  California  Highway  Patrol  should  evaluate  the  program  and 
report  to  the  Legislature  prior  to  the  1965  Session  on  the  feasibility 
of  expansion,  transfer  of  administration,  or  elimination  of  the 
program. 

12.  There  should  be  no  restriction  as  to  breed  of  animals  for  the 
program.  Selection  should  be  made  on  the  basis  of  size,  intelli- 
gence, age,  aggressiveness  and  availability.  Final  selection  should 
rest  with  the  trainer  under  the  supervision  of  the  California  High- 
way Patrol. 

13.  All  budget  requests,  proposed  legislation  and  procedural  proposals 
should  be  made  available  to  the  Legislature  prior  to  the  1961 
Session. 


EMPLOYMINT  AGENCIES 

A  hearing  was  held  in  Los  Angeles  October  5,  1960,  on  Assembly 
Bill  2796  introduced  by  Assemblyman  Augustus  F.  Hawkins.  In  prep- 
aration for  the  hearing,  the  committee  staff  sent  questionnaires  to  all 
licensed  private  employment  agencies  in  California.  This  survey  was 
supplemented  by  an  intensive  study  of  fees  charged  in  four  selected 
areas,  and  by  a  confidential  spot-check  of  30  representative  agencies 
in  the  Los  Angeles  area. 

Extensive  testimony  was  offered  by  Labor  Commissioner  Arywitz 
and  his  staff,  the  California  State  Employment  Agencies  Association, 

and  others.  +    •  n 

The  extensive  research  program  of  the  committee  staff  was  materially 
facilitated  by  the  co-operation  of  the  United  States  Department  of  La- 
bor Bureau  of  Labor  Standards,  and  the  California  I^abor  Commission. 

FINDINGS 

The  necessity  of  regulating  and  licensing  private  employment  agen- 
cies has  already  been  recognized  by  law  in  California  and  43  other 
states.  Since  one  of  the  most  important  reasons  for  such  regulation  is 
the  protection  of  job-seekers  against  exorbitant  fees,  16  states  and 
Puerto  Rico  now  also  regulate  placement  fees. 

At  present,  California  simply  requires  filing  of  fee  schedules  with 
the  Labor  Commissioner,  but  does  not  go  further  in  limiting  fees.  The 
commissioner,  however,  can  approve  only  the  form  and  not  the  content 
of  these  fee  schedules. 

There  is  an  apparent  trend  toward  employer-paid  fees.  This  is  not 
yet  true,  however,  of  the  majority  of  placements. 

A  need  exists  to  require  job  advertisements  by  agencies  to  be  accurate, 
refer  to  a  specific  and  available  job,  and  to  specify  the  placement  fee. 

Some  agencies  charge  fees  against  the  rate  of  monthly  or  annual  pay, 
rather  than  the  actual  earnings. 

Despite  testimony  by  the  association  to  the  contrary,  the  official  fig- 
ures filed  by  agencies  themselves  show  that  in  1955  out  of  188  agency 
fee  schedules  reported  from  the  Los  Angeles  Metropolitan  area,  142 
showed  fee  rates  of  50  percent  for  permanent  placements  earning 
$325-$399  per  month.  Eighteen  of  the  188  agencies  reported  fee  charges 
of  50  percent  even  where  the  monthly  earnings  ranged  from  less  than 
$60  up  to  $139. 

In  its  memorandum  of  November  1959  on  private  employment  agen- 
cies the  United  States  Department  of  Labor,  Bureau  of  Labor  Stand- 
ards, reported  that  "Where  the  agencies  are  free  to  set  fees  without 
limitation,  experience  has  shown  this  often  leads  to  charging  of  exorbi- 
tant fees." 

Legal  testimony  at  the  hearing  and  the  advice  of  the  Legislative 
Counsel  contradict  assertions  by  opponents  that  A.  B.  2796  would  be 
held  unconstitutional  by  the  courts.  The  principle  reportedly  laid  down 
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by  the  United  States  Supreme  Court  is  that  the  Legislature  must  decide 
if  the  legislation  is  in  the  public  good. 

Both  testimony  and  committee  studies  show  the  private  employment 
agency  field  to  be  highly  competitive.  The  State  Department  of  Em- 
ployment and  union  hiring  halls  offer  additional  competition. 

Charges  by  proponents  that  an  agency  has  a  monopoly  over  the  offer 
of  a  specific  job  may  be  factually  true,  but  of  little  significance  in  a 
field  where  the  category  of  many  similar  jobs  is  the  important  factor. 
It  is  also  probable  that  few  agencies  hold  exclusives  from  employers, 
as  testified  by  J.  R.  Pierce,  President  of  the  California  Employment 
Agencies  Association. 

Mr.  Pierce  also  placed  himself  and  his  Association  on  record  as  being 
opposed  to  "unconscionable  fees".  Whether  the  association  can  make 
substantial  headway  in  policing  this  industry  is  questionable  in  view 
of  its  limited  membership — approximately  200  out  of  more  than  800 
agencies. 

A.  B.  2796  should  be  amended  to  exclude  nurses  registry  agencies  and 
such  labor  contractors  as  "Manpower,  Inc.,"  "Western  Girl,"  "Kelly 
Girls,"  etc. 

484  agencies  co-operated  in  answering  the  committee's  questionnaire. 
Based  on  their  replies,  22.1  percent  claim  to  have  personnel  with  col- 
lege degrees,  and  payroll  expense  is  reported  to  average  48-50  percent 
of  total  gross  expenses.  An  accurate  cost  of  operation  figure  is  not  yet 
available. 

The  Commissioner  of  Labor  should  be  requested  to  formulate  in  a 
letter  to  this  committee  his  requests  for  legislative  action  and  amend- 
ments to  A.  B.  2796.  Following  receipt  of  this  letter  the  committee  will 
consider  the  matter  further. 


FAIR  TRADE 

Assembly  Bills  1789,  1790  and  1791  (Masterson)  and  Senate  BiU 
1379  (Murdy)  were  introduced  in  the  1959  legislative  session.  The 
subject  matter  of  "Fair  Trade"  was  referred  for  interim  study  and 
assigned  to  the  Assembly  Interim  Committee  on  Governmental  Effi- 
ciency and  Economy. 

Based  upon  the  testimony  offered  at  several  hearings  m  various  parts 
of  the  State  the  committee  presents  this  progress  report. 

FINDINGS 

1.  Resale  price  fixing  by  state  law  is  rapidly  diminishing  in  effec- 
tiveness, popularity  and  legal  status.  At  the  peak  of  1941,  45  states  had 
enacted  resale  price  maintenance  laws.  At  that  time,  only  the  States 
of  Missouri,  Texas  and  Vermont,  and  the  District  of  Columbia  were 
without  such  legal  price  fixing  statutes.  Since  that  time,  the  highest 
courts  of  16  states  have  declared  such  laws  unconstitutional  or  have 
nullified  their  effectiveness  by  holding  the  nonsigner  clause  to  be  un- 
constitutional. 

Currently,  only  30  states,  including  California,  have  resale  price 

maintenance  laws. 

A  number  of  these  state  laws  incorporate  provisions  missing  in  the 
California  statute.  These  include:  (1)  Exemption  of  local_  government 
from  the  application  of  resale  price  maintenance  acts  (this  exemption 
of  governmental  agencies  is  in  the  acts  of  New  York,  North  Carolina, 
Virginia,  Illinois,  Massachusetts,  New  Jersey,  Pennsylvania  and  Ten- 
nessee) ;  (2)  in  these  and  other  states  there  are  exemptions  extended 
to  all  nonprofit  organizations,  libraries,  hospitals,  etc.;  (3)  notice  is 
required  to  be  given  a  manufacturer  before  his  trademarked,  price- 
fixed  goods  are  sold  in  a  closing  out  sale  and  he  is  given  the  oppor- 
tunity to  repurchase  such  goods  according  to  a  specific  pricing  formula. 

The  proposed  federal  laws  include  provisions  similar  to  most  state 
resale  price  maintenance  laws,  but  not  provided  in  present  California 
law,  such  as  notice  to  the  public  and  to  the  manufacturer's  preceding 
closing-out  sales,  and  including  exemption  for  charitable  and  religious 
organizations,  or  to  agencies  or  instrumentalities  of  (1)  the  govern- 
ment of  the  United  States,  (2)  the  government  of  any  state,  territory, 
or  possession  of  the  United  States,  or  (3)  the  government  of  any  politi- 
cal subdivision  of  any  state,  territory  or  possession  of  the  United  States, 
which  acquire  the  merchandise  not  for  resale  to  the  consuming  public. 

The  proposed  federal  laws  in  the  main  also  provide  that  a  public 
agency,  the  Federal  Trade  Commission,  be  charged  with  enforcement 
of  the  law,  rather  than  the  delegation  of  this  policing  power  to  private 
manufacturers  as  embodied  in  California  law. 

2.  Preliminary  and  incomplete  statistics  indicate  total  sale  of  resale 
price  maintenance  goods  in  California  is  approximately  10  percent  of 
all  retail  sales  or  about  two  billion  dollars  per  year. 
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3.  The  usual  markup  of  merchandise  under  resale  price  mainte- 
nance is  reported  to  be  50  percent  of  cost.  For  two  billion  dollars 
of  price  contract  merchandise,  basic  cost  to  the  retailers  was  almost 
one  billion  four  hundred  million  dollars. 

As  items  in  free  competition  can  support  only  a  20  to  25  percent 
markup,  it  is  claimed  that  without  the  artificial  price  and  profiit 
support  of  so-called  "fair  trade"  the  consumers  of  California  would 
save  approximately  $350,000,000  per  year  on  the  purchase  of  just 
those  items  now  under  resale  price  maintenance  contracts. 

4.  Further  research  is  needed  to  reach  with  accuracy  any  conclu- 
sions in  this  area  of  profit  margins  and  markups.  Manufacturers,  whole- 
salers and  retailers  are,  as  a  rule,  extremely  reluctant  to  co-operate 
in  a  study  of  the  profit  margin  and  markilp  phases  of  so-called  "fair 
trade"  items  as  related  to  similar  items  sold  in  free  competition. 

Until  such  a  thorough  study  is  made,  there  can  be  no  objective 
conclusions  regarding  the  price  the  consumers  of  California  are  pay- 
ing for  the  operation  of  resale  price  maintenance  in  this  State. 

5.  Further  study  is  required  to  document  the  extent  of  the  manu- 
facturers' diligence,  equity  and  uniformity  in  their  enforcement  of 
resale   price   maintenance   contracts. 

Preliminary  evidence  submitted  to  the  committee  indicates  that  some 
manufacturers  may  use  their  police  powers  under  the  act  to  favor 
their  friends  and  punish  their  enemies. 

Only  by  further  hearings,  with  case  histories  of  enforcement  from 
subpoenaed  manufacturers,  can  the  truth  or  falsity  of  this  charge  be 
established  and  the  propriety  of  delegating  police  power  to  private 
entities  be  properly   considered. 

6.  It  is  generally  admitted  that  in  this  State  as  weU  as  on  a 
national  basis — the  hard  core  of  support  for  so-called  "fair  trade" 
or  resale  price  maintenance  is  the  association  of  retail  druggists.  "While 
representatives  of  several  of  the  other  38  segments  of  retail  trade 
did  contact  the  committee  and  testify  at  the  hearings  in  favor  of 
continuing  resale  price  maintenance  in  this  State,  it  was  evident  that 
some  of  such  witnesses  appeared  at  the  request  of  the  retail  druggists. 

Associations  of  retailers  appearing  on  behalf  of  resale  price  main- 
tenance were  the  California  Pharmaceutical  Association,  the  California 
Grocers  Association,  Appliance  Profession  Association,  California 
Retail  Jewelers  Association  and  the  California  Retailers  Association. 

An  association  of  distributors  was  the  California  Association  of 
Tobacco  Distributors. 

The  California  Cosmetic  Association  was  the  only  association  of 
manufacturers  to  appear  on  behalf  of  continuation  of  resale  price 
maintenance.  Individual  manufacturers  such  as  Max  Factor  (cos- 
metics). Miles  California  Company  (pharmaceutical)  and  Schenley 
Industries  (alcoholic  beverages)  testified  in  favor  of  resale  price 
maintenance. 

A  small  unit  of  organized  labor — ^Retail  Clerks  Union  Local  No. 
770 — is  recorded  as  favoring  so-called  "fair  trade"  as  is  one  whole- 
saler— ^manufacturer  of  drugs — McKesson  and  Robbins  Company. 
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7.  Favoring  repeal   of   California's  resale   price  maintenance   law 
were: 

The  National  Association  of  Consumer  Organizations,  often  called 

''closed"  stores,  co-op  houses  or  discount  houses. 
The  California  Federation  of  Labor— AFL-CIO. 
International  Association  of  Machinists 
The  California  Farm  Bureau  Federation 
Professor  John  T.  Wheeler,  Department  of  Business  Administration, 

University  of  California. 
Professor  E.  Bryant  Phillips,  Department  of  Economics,  University 

of  Southern  California. 
Associate   Professor   Procter   Thomson,   Department  of   Economics, 

Claremont  Men's  College. 

RECOMMENDATIONS 
On  the  basis  of  information  available  to  date,  it  is  recommended 
that  consideration  be  given  the  following  proposals: 

A.  The  present  law  be  amended  to  exempt  from  provisions  of  the 
so-called  "Fair  Trade  Act"  "resales  to  charitable  or  religious  insti- 
tutions, or  to  agencies  or  instrumentalities  of  (1)  the  government  of 
the  United  States,  or  (2)  the  government  of  any  state,  territory  or 
possession  of  the  United  States,  or  (3)  the  government  of  any  political 
subdivision  of  any  state,  territory  or  possession  of  the  United  States, 
which  acquire  the  merchandise  not  for  resale  to  the  consuming  public. 

B.  The  title  of  the  present  law  be  amended  so  that  the  statute  shall 
be  known  as  the  "Resale  Price  Maintenance  Act"  instead  of  the 
"Fair  Trade  Act." 

C.  The  present  law  be  amended  to  exempt  from  provisions  of  the 
act  "contracts  which  stipulate  retail  markup  in  excess  of  40  percent 
of  invoice  cost." 

D.  Additional  study  be  given  this  subject,  in  an  effort  to  accumulate 
additional  information  particularly  regarding  equity  in  enforcement 
of  manufacturers'  contracts,  the  views  of  small  manufacturers,  and 
the  subject  of  price  and  profit  margins  under  resale  price  maintenance 
and  under   free   competitive   conditions. 


LOSS   LEADERS 

Assembly  Bill  88  was  introdnced  at  the  1960  First  Extraordinary 
Session  by  Assemblyman  Edward  Gaffney  witli  26  other  Assembly- 
men as  co-authors.  The  bill  was  placed  on  special  call  by  the  Gov- 
ernor at  the  request  of  the  Attorney  General.  Assembly  Bill  88  and 
a  companion  bill,  Senate  Bill  70  (Burns)  were  introduced  at  the  Gov- 
ernor's request. 

FINDINGS 

According  to  testimony  by  Mr.  Wallace  Howland,  Assistant  Attor- 
ney General,  under  the  Cartwright  Act  the  requirement  of  proof  of 
specific  intent  to  destroy  competition  is  an  essential  element  of  the 
statutory  offense.  The  California  Supreme  Court  has  held  that  in  the 
absence  of  proof  of  such  intent,  the  statute  might  be  unconstitutional 
as  being  an  unwarranted  interference  with  the  freedom  of  contract.  In 
addition,  certain  statutory  defenses  are  provided,  as  in  close-outs  or 
in  the  sale  of  seasonal  or  perishable  goods. 

Some  form  of  loss  leader  or  sale  below  cost  statutes  now  exist  in  40 
or  more  states. 

The  basic  contention  of  proponents  is  that  bait  merchandising  leads 
to  elimination  of  competition  and  development  of  monopoly. 

The  necessity  was  recognized  of  amending  Assembly  Bill  88  to  ex- 
empt manufacturers  and  limit  application  of  the  proposed  law  to  mid- 
dlemen and  retailers.  Mr.  Howland  promised  to  submit  the  language 
of  such  an  amendment. 

The  committee  recommends  further  consideration  of  these  proposals 
and  the  suggested  amendments. 
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METALLURGICAL,  MINING,  PETROLEUM 
AND   GEOLOGICAL   ENGINEERS 

1.  Petroleum  Engineers  are  already  under  the  provisions  of  the 
Civil  and  Professional  Engineers  Act.  The  right  to  use  the  title 
professional  engineer  with  the  specialization  in  petroleum  is  a 
protection  of  that  title. 

2.  There  are  no  apparent  rigorous  requirements  defining  the  manner 
of  practice  under  the  title  of  petroleum  engineer. 

3.  The  activities  of  petroleum  engineers  and  petroleum  geologists 
overlap  to  a  considerable  extent,  making  clear  distinctions  difficult. 

4.  Further  study  should  be  given  to  the  licensing  needs  of  all 
branches  of  the  engineering  profession.  The  subject  group  already 
studied  should  be  considered  as  part  of  the  total  situation. 

5.  The  committee  recommends  that  the  Legislature  consider  author- 
ization of  a  thorough  study  of  all  phases  of  state  licensing  of  pro- 
fessions, vocations  and  businesses,  to  determine  the  possibilities  of 
simplification,  and  elimination  of  duplication;  special  attention 
should  be  given  to  analyzing  and  evaluating  the  functions,^  opera- 
tions and  effectiveness  of  the  various  administrative  agencies  con- 
cerned. 
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MOTOR  VEHICLE   REPAIR  BILL 

Assembly  Bill  2898  (Meyers),  the  Motor  Vehicle  Repair  Bill  (1959) 
was  the  subject  of  a  hearing  by  the  Assembly  Interim  Committee  on 
Governmental  Efficiency  and  Economy  in  Los  Angeles,  October  7,  1960. 
Because  the  testimony  and  proposed  amendments  developed  along  two 
major  lines,  the  chairman  divided  the  subject  into  two  parts.  This  re- 
port summarizes  the  findings  and  recommendations  of  each. 

I.    MOTOR  VEHICLE  REPAIR 
Findings 

1.  The  major  repair  of  modern  automobiles  is  a  complex  industry, 
lacking  as  yet  in  specific  standards  and  descriptive  language.  As  me- 
chanical innovations  such  as  automatic  transmissions  are  perfected, 
their  repair  requirements  move  from  specialists  skills  back  to  general 
motor  mechanic  skills.  As  yet  no  satisfactory  definition  distinguishes 
mechanical  repair  from  simple  part  replacement  or  servicing. 

2.  It  is  argued  that  public  safety  requires  assurance  of  special  skills 
and  equipment  for  proper  brake  lining  and  master  cylinder  adjust- 
ments, injection  systems,  steering  gear,  etc.  Assemblyman  Levering  re- 
quested Mr.  Fred  L.  Martin,  representing  the  International  Association 
of  Machinists,  to  supply  the  committee  with  statistics  on  accidents  at- 
tributed to  faulty  workmanship. 

The  committee  recommends  consideration  of  some  form  of  compulsory 
state  inspection  system.  Testimony  indicated  that  approximately  18 
states  now  have  some  such  system.  The  Texas  experience  was  suggested 
as  being  particularly  helpful. 

II.    DOMESTIC  APPLIANCE  REPAIR 
Findings 

Proposals  to  license  domestic  appliance  service  and  repair  should  be 
considered  separate  and  distinct  from  motor  vehicle  repair. 

Testimony  was  offered  to  the  effect  that  2,000  appliance  repair  shops 
in  California  do  some  $300,000,000  annual  business.  The  legitimate 
industry  and  the  public  are  harassed  by  unethical  operators  and  un- 
qualified worlonen.  One  Los  Angeles  operator  was  described  as  operat- 
ing under  17  different  names.  An  Oakland  firm  was  described  as  being 
the  subject  of  more  than  200  complaints  filed  with  the  Oakland  Better 
Business  Bureau. 

Unrestricted,  misleading  and  bait  advertising  in  the  telephone  classi- 
fied directories  and  other  media  was  charged  as  being  a  major  contribut- 
ing factor  in  defrauding  the  public. 

Testimony  indicated  that  in  certain  appliances,  including  radio  and 
television,  the  average  householder  has  no  immediate  way  of  knowing 
when  he  is  being  defrauded.  Claims  were  made  by  several  trade  asso- 
ciations favoring  licensing  proposals,  that  29  percent  of  all  complaints 
filed  with  the  better  business  bureaus  in  California  are  concerned  with 
this  subject. 
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Opponents  objected  that  necessary  training  programs  are  now  being 
offered  and  that  wherever  installation  becomes  part  of  a  building  it 
should  come  under  contractors.  One  association  opposed  licensing  ap- 
pliance repair  but  was  not  opposed  to  licensing  television  and  radio 
repair. 

It  is  recommended  that  further  consideration  be  given  to  the  pro- 
posed Consumer  Technical  Service  Business  Act  submitted  at  this 
hearing,  as  a  basis  for  possible  legislative  action. 


"V 


PRIVILEGE   OF  NEWS  SOURCES 

With  the  written  approval  of  Speaker  Ralph  M.  Brown,  as  required 
under  Section  11,  H.  R.  326  as  amended,  Chairman  Lester  A.  McMillan 
convened  the  full  committee  June  6,  1960,  to  consider  proposals  to 
amend  Section  1881.6  of  the  California  Code  of  Civil  Procedure. 

These  proposals  would  extend  to  other  news  media  such  as  television, 
radio,  news  periodicals,  wire  press  services,  and  others  the  same  privi- 
lege of  news  sources  now  accorded  newspapers  under  Section  1881.6 
(C   C   C   P  ) 

Notice  was  taken  of  the  fact  that  similar  legislation  introduced  by 
Senator  Shaw  in  the  1959  session  (S.  B.  1126)  was  passed  by  the  Legis- 
lature only  to  die  by  the  Governor's  pocket  veto.  In  view  of  the  wide- 
spread support  for  and  no  apparent  opposition  to  this  legislation,  the 
committee  undertook  to  study  the  matter  more  fully. 

FINDINGS 

After  a  full  day  of  hearings  to  which  both  Governor  Brown  and 
former  Governor  Knight,  attorneys,  legislators,  and  a  long  list  of  expert 
witnesses  were  invited,  the  committee  determined  the  following : 

1.  (a)  At  present,   12   states  including   California  have   statutory 

privilege  for  newspapers. 

(b)  Four  of  these  states  extend  privilege  to  include  news  serv- 
ices :  Indiana,  Montana,  Ohio  and  Pennsylvania. 

(c)  Six  of  these  states  include  radio  :  Alabama,  Arkansas,  Indiana, 
Kentucky,  Maryland  and  Montana. 

(d)  Five  of  the  states  include  television:  Alabama,  Indiana,  Ken- 
tucky, Maryland  and  Montana. 

2.  The  present  statute  would  seem  to  discriminate  in  favor  of  news- 
papers as  against  other  news  media,  thus  raising  a  question  of  its 
constitutionality. 

3.  All  testimony  offered  demonstrated  that  news  gathering  and  prep- 
aration required  comparable  degrees  of  reportorial  skills,  experi- 
ence, competence  and  ability  to  inspire  confidence  in  all  news 
media. 

4.  Despite  widespread  advance  publicity  given  to  the  meeting,  no 
opposition  was  offered  to  the  proposed  legislation. 

5.  Further  consideration  should  be  given  to  the  matter  of  keeping 
records  of  news  reports  and  qualifying  acceptable  media. 

6.  The  committee  recommends  that  appropriate  legislation  be  intro- 
duced at  the  1961  session  extending  to  all  qualified  news  media 
the  same  privilege  of  news  sources  now  extended  to  newspapers 
under  Section  1881.6  (C.  C.  C.  P.). 
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SAN   SIMEON   STATE   PARK 

The  Assembly  Governmental  Efficiency  and  Economy  Committee 
was  requested  under  H.  R.  423.3  (1959)  to  investigate  complaints  con- 
cerning the  service  to  the  public  at  the  Hearst  San  Simeon  State 
Historical  Monument. 

The  Hearst  San  Simeon  State  Historical  Monument  is  a  relatively 
new  and  unique  member  of  the  State's  recreational  facilities.  It  is 
administered  by  the  California  Division  of  Beaches  and  Parks. 

One  uniLsual  aspect  of  this  facility  is  that  it  operates  at  a  projat. 
Since  its  opening  to  the  public  in  June  of  1958,  it  has  been  visited 
by  thousands  of  people.  The  crowds  have  been  so  great  that  there  has 
been  no  real  opportunity  to  make  needed  major  readjustments  in 
operating  procedures. 

Problems  of  operation  include  the  following: 

1.  Staffing; 

2.  Housing  for  personnel; 

3.  Adequate  public  sanitary  facilities ; 

4.  Remoteness  from  population  centers; 

5.  A  satisfactory  reservation  system ; 

6.  Limited  parking,  road  and  tour  facilities; 

7.  Lack  of  needed  elevators  or  adequate  stairways. 

The  committee  studied  these  problems  at  the  location,  and  held  a 
public  hearing  October  9,  1959.  Subsequently,  on  June  2,  1960,  Chair- 
man McMillan  requested  a  report  from  the  Division  of  Beaches  and 
Parks  to  determine  what  measures  had  been  taken  in  conformity  with 
preliminary  recommendations  of  this  committee  as  follows : 

1.  Measures  to  increase  daily  attendance. 

2.  A  reservation  system. 

3.  Capital  outlay  construction  at  both  the  base  and  the  top  of  the 
monument  (funds  were  appropriated  for  this  at  the  last  budget 
session,  and  an  amendment  was  inserted  to  the  outlay  expenditure 
to  require  construction  at  both  sites). 

4.  Some  form  of  electronic  warning  device  at  Monterey  and  San  Luis 
Obispo  to  prevent  tourists  making  unnecessary  trips. 

5.  Results  of  studies  of  the  feasibility  of  ski-lift  type  of  transporta- 
tion up  the  mountain. 

6.  Alternative  tours  for  those  desiring  to  see  more  of  the  monument's 
treasures. 

7.  Contracting  with  an  expert  to  solve  transportation  problems. 

Earl  P.  Hanson,  Deputy  Chief  of  Operations  of  the  Division  of 
Beaches  and  Parks  replied  as  follows : 
1.  Measures  to  Increase  Attendance 

During  the  summer  season  (July,  August,  through  Lahor  Day)  it  is  antici- 
pated that  we  will  be  able  to  allow  at  least  1,900  persons  to  visit  the  monument 
daily  as  compared  to  1,300  daily  last  year.  This  will  be  accomplished  by  run- 
ning tours  every  12  minutes.  At  the  present  time,  on  weekends,  the  tours  are 
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running  every  half  hour  until  the  volumes  require  20-minute  tours.  Weekend 
tours  are  now  on  a  20-minute  schedule  until  July  when  they  will  be  changed 
to  every  12  minutes. 

2.  A  Reservation  System 

The  matter  of  reservations  is  still  under  consideration  with  the  first  operation 
scheduled  for  tvinter  of  1960-61.  We  are  presently  working  with  the  Depart- 
ment of  Natural  Resources  as  to : 

(a)  Time  of  reservation; 

(b)  Type; 

(c)  Selling  price. 

We  have  also  requested  of  the  Department  of  Natural  Resources  recommenda- 
tions on  procedures  and  staffing  necessary  to  implement  the  reservation  system, 
and  reservations  for  public  carrier  patrons. 

3.  Capital  Outlay  Construction 

Architectural  and  engineering  studies  have  peen  made  on  the  visitor  center. 
We  have  received  approval  from  the  Department  of  Finance  and  the  bids  for 
work  on  the  first  phase  will  be  out  within  thirty  days.  The  visitor  center  will 
consist  of  four  ticket  stations,  information  center,  covered  and  protected  areas 
for  waiting  visitors,  and  a  comfort  station.  Continued  development  of  the  center 
is  planned  in  the  1960-61  major  construction  budget.  This  budget  also  pro- 
vides for  roads  and  parking  and  this  project  will  be  handled  by  contract  with 
the  Division  of  Highways. 

4.  Electronic  Warning  Device  at  Monterey  and  San  Luis  Ohispo. 

This  matter  will  require  more  study  and  at  the  present,  we  are  unable  to 
schedule  the  necessary  time  for  such  work  as  other  problems  for  the  monu- 
ment and  other  units  are  pressing. 

5.  Tramway. 

The  tramway  question  has  many  facets  to  be  considered  and  as  it  would  essen- 
tially be  on  property  owned  by  the  Hearst  Corporation,  the  problem  first  re- 
solves into  one  in  which  the  Hearst  organization  would  necessarily  have  to 
determine  whether  they  want  their  property  developed  in  such  manner.  We 
have  not  recently  heard  from  them  and  our  investigations  and  recommendations 
from  the  field  indicate  that  we  need  more  statistics,  particularly  concerning 
the  State's  income,  number  of  people  to  be  handled,  and  whether  the  proposed 
operator  expects  exclusive  transportation  privileges.  This  has  not  been  re- 
ceived from  the  proponents. 

6.  Alternate  Tours  to  See  More  of  the  Monument's  Treasures. 

Alternate  tours  have  been  under  study  and  we  are  submitting  a  budget  item 
for  the  1961-62  fiscal  year  for  the  construction  of  an  elevator  which  will  allow 
visitors  safer  access  to  the  upper  floors  of  the  monument. 

7.  Contracting  an  Expert  to  Solve  Transportation  Problems. 

We  are  currently  working  on  this  with  the  Department  of  Natural  Resources 
and  as  mentioned  under  Item  No.  2,  we  have  submitted  a  number  of  questions 
to  the  department  which  involve  reservations,  and  as  such,  involve  transpor- 
tation. 

FINDINGS 

In  view  of  the  improvements  already  made  and  the  changes  pro- 
posed or  under  consideration,  the  committee  concludes  that  the  Division 
of  Beaches  and  Parks  is  making  satisfactory  attempts  to  remedy  the 
situation. 

The  committee  recommends: 

1.  No  special  legislation  is  needed  at  this  time. 

2.  The  Division  of  Beaches  and  Parks  should  be  requested  to  submit 
a  further  progress  report  to  the  Legislature  by  October  1,  1962. 
The  Legislature  can  then  determine  the  advisability  of  further 
action  or  study. 


STRUCTURAL   PEST  CONTROL 

A  hearing  was  held  October  6,  1960,  in  Los  Angeles  on  the  subject 
of  Structural  Pest  Control,  A.  B.  192  (Donahoe)  (1959)  and  H.  K.  82 
(Dahl  and  Lanterman)  (1960).  Testimony  was  offered  by  Assembly- 
man Lanterman,  the  full  Structural  Pest  Control  Board,  as  well  as 
industry  associations.  The  California  Real  Estate  Association  com- 
municated their  views  by  letter. 

FINDINGS 

The  public  requires  greater  protection  than  present  procedures  offer, 
especially  in  regard  to  the  inspections  of  residential  property.  Fullest 
possible  information  should  be  required  from  the  operator  as  to  the 
extent  of  service  supplied,  so  as  to  distinguish  between  casual  and 
thorough  inspections.  Report  forms  should  be  standardized  and  made 
uniform  to  facilitate  comparison.  The  board  currently  lacks  authority 
to  spot  check  operators'  inspection  records  other  than  those  pertaining 
to  specific  complaints,  or  to  examine  inspection  records  in  real  estate 
escrows. 

There  exists  a  need  for  research  as  to  the  rate  of  damage  caused  by 
termites,  the  value  of  preventative  work  and  other  aspects  of  this  field. 
Mr.  Hodel,  a  former  member  of  the  board  and  an  experienced  operator, 
characterized  the  business  as  based  on  fear. 

General  agreement  existed  on  the  necessity  of  requiring  operators  to 
be  financially  responsible.  Divergence  of  opinion  exists  as  to  the  degree 
of  financial  responsibility  required  or  the  type  of  bond  or  other  surety 
that  should  be  required. 

At  the  suggestion  of  Assemblyman  Levering  the  board  was  re- 
quested to  send  Chairman  McMillan  a  letter  summarizing  its  needs 
and  recommendations. 

The  chairman  appointed  a  subcommittee  under  Mr.  Levering 's  chair- 
manship to  study  the  whole  matter  more  fully  and  to  arrange  a  con- 
ference with  the  State  Real  Estate  Commission,  the  Structural  Pest 
Control  Board  and  the  subcommittee  before  the  opening  of  the  1961 
legislative  session. 

On  December  7,  1960  this  conference  was  held  in  Sacramento  under 
Assemblyman  Levering 's  chairmanship.  Assemblymen  Elliott,  McMillan 
and  Reagan  attended  as  members  of  the  subcommittee.  All  state  agen- 
cies invited  were  represented  either  by  the  chief  officer  or  his  deputy. 

Legislative  Counsel's  Opinion  No.  5060  indicated  that  the  general 
subpoena  powers  of  the  Director  of  the  Department  of  Professional 
and  Vocational  Standards  could  be  delegated  by  him  to  the  Structural 
Pest  Control  Board.  This  Opinion  will  be  found  together  with  the  com- 
plete transcript  of  the  October  6  hearing. 

The  agencies  agreed  to  function  in  an  inter-agency  committee  to 
develop  voluntary  co-operative  action  in  regard  to  escrows  and  certain 
other  problems.  The  matter  of  achieving  a  workable  definition  of  pre- 
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ventive  and  corrective  termite  control  was  undertaken  by  the  Real 
Estate  Department  and  the  Structural  Pest  Control  Board. 

Mr.  Donald  McClure,  Assistant  Real  Estate  Commissioner,  promised 
that  the  Real  Estate  Department  would  issue  regulations  to  ensure  full 
disclosure  of  all  termite  reports  to  all  interested  parties. 

The  Legislative  Counsel's  report  on  H.  R.  82  and  the  statement  of 
the  Structural  Pest  Control  Board  will  be  found  in  the  complete 
transcript  of  this  hearing. 


SUBLIMIMAL   MESSAGES   IN   ADVERIiSIMG 

On  December  17,  1959,  the  Subcommittee  on  Subliminal  Messages  of 
tlie  Assembly  Committee  on  Governmental  Efficiency  and  Economy 
held  a  hearing  in  Los  Angeles  on  Senate  Bills  1100  and  1386.  These 
bills,  introduced  by  Senator  Richards,  had  passed  the  Senate  and  were 
heard  before  the  Assembly  Committee  on  Governmental  Efficiency  and 
Economy  prior  to  being  referred  for  interim  study. 

FINDINGS 

1.  Subliminal  perception,  or  subliminal  communication,  refers  to  meth- 
ods of  presenting  information  to  the  eye  or  ear  which  is  transmitted 
at  such  minimal  levels  of  intensity  or  strength  and/or  duration  that 
individuals  may  react  selectively  without  conscious  awareness  of 
exposure  to  the  message  that  is  being  presented. 

2.  While  psychological  laboratory  studies  of  this  subject  have  been  m 
process  for  many  years,  the  matter  was  brought  to  the  attention  of 
the  public  through  a  commercial  experiment  in  a  theater  a  few  years 
ago.  The  public's  response  was  one  of  apprehension  against  the 
implied  threat  of  unregulated  and  unknown  subliminal  perception 
which  might  influence  a  viewer  or  auditor  to  involuntary  action  or 
toward  involuntary  attitudes.  The  immediate  potential  danger  seemed 
to  come  from  advertisers. 

3.  Pending  further  developments  from  research,  we  conclude  that  at 
the  present  time  subliminal  communication  is  considerably  less  effec- 
tive than  other  types  of  communication,  that  is  to  say,  communication 
above  the  threshold  of  awareness.  Under  the  circumstances  it  seems 
likely  that  the  advertiser  for  the  present  will  utilize  the  latter  type  of 
communication  and  is  not  apt  to  resort  to  subliminal  messages. 

4.  Upon  the  basis  of  the  available  evidence,  we  do  not  see  a^need  for 
special  legislation  regulating  subliminal  communication.  The  com- 
mittee concludes  that  existing  federal  and  state  regulations  seem 
adequate  to  cover  all  mass  media  including  subliminal  communication. 
The  complete  testimony  and  Legislative  Counsel  Report  No.  1179  are 

included  in  the  complete  transcript,  of  which  this  is  a  summary. 

LIST  OF  WITNESSES 
ROBERT  E.  CORRIGAN,  Certified  Industrial  Psychologist 
MICHAEL  J.   GOLDSTEIN,  Assistant  Professor  of  Psychology,  U.C.L.A, 
JAMES  REAL,   Consultant  in   Communications.  ,  .     tt 

DR    GERALD  BESSON,  Graduate  training  in  Psychology  at  Columbia   U. 
MRS.    GERRI    TEASLEY,    State    Chairman,    Radio    and    Television    Committee, 

California   Federation   of  Women's   Clubs.  ,       r^^■     ^ 

MARVIN  L.  SALTZMAN,  Editor  and  Publisher  of  Media  Agencies  Clients.    _ 
JAMBS    G.    LAW,    representing    the    Department   of   California    of   the  American 

Legion. 
JOHN  F.  ATWOOD,   San  Diego  Council  of  Churches. 
MRS.  FOREST  RADCLIFF,  United  Church  Women  of  Southern  California  and 

Southern   Nevada.  .  , 

MRS.  F.  W.  SPENCER,  Vice  President  at  large,  California  Federation  of  Women  s 

Clubs. 
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UNFAIR  CIGARETTE   SALES 

On  Thursday,  October  6,  1960,  the  Assembly  Interim  Committee  on 
Governmental  Efficiency  and  Economy  heard  testimony  relative  to 
Assembly  Bill  1553  introduced  February  19,  1959,  by  Assemblyman 
Charles  W.  Meyers. 

In  preparing  for  this  hearing  the  committee  supplemented  its  own 
staff  research  by  material  from  a  nationwide  survey  being  conducted 
at  the  time  by  the  Joint  Legislative  Budget  Committee. 

FINDINGS 

Nineteen  states  at  present  have  special  cigarette  "sales  below  cost 
laws."  Twenty-nine  states,  including  California  and  some  of  the 
states  mentioned,  have  general  laws  prohibiting  sales  of  commodities 
below  cost.  Only  nine  states  have  no  sales  below  cost  laws  at  all. 

The  difficulty  of  establishing  intent  to  injure  competition  under  the 
California  Cartwright  Act  was  emphasized  at  length  in  previous  hear- 
ings of  this  committee  on  A.B.  88  (1960)  and  elsewhere.  As  a  result 
the  Attorney-General's  Office  and  other  law  enforcement  agencies  have 
testified  to  the  problems  of  enforcing  this  law  through  the  courts. 

No  opposition  to  A.B.  1553  was  expressed  from  witnesses.  Some 
of  the  committee,  however,  questioned  certain  aspects  of  the  proposal. 

Specifically,  questions  arose  regarding  the  15  percent  presumption 
of  retail  cost  of  doing  business  (Article  1,  Sec.  17215,  (b));  failure 
to  correct  the  problem  of  establishing  intent  to  injure  (Article  2,  Sec. 
17230,  (a)  and  (b));  and  finally  the  philosophical  justification  for 
extending  government  still  further  into  regulation  of  private  enter- 
prise. . 

Proponents  argued  that  the  State  has  a  special  interest  m  prohibiting 
unfair  cigarette  sales  due  to  the  following : 

1.  The  sizable  tax  revenue  derived  from  the  wholesale  stamp  tax 
plus  the  retail  sales  tax; 

2.  The  need  to  protect  ''legitimate"  cigarette  merchants  from  hard- 
ship due  to  use  of  cigarette  giveaway  or  loss  leader  sales  by  fur- 
niture stores,  gasoline  service  stations,  etc. ; 

3.  The  discriminatory  situation  now  existing  whereby  retail  liquor 
stores — which  historically  account  for  a  large  volume  of  cigarette 
business — are  prohibited  under  state  law  from  loss  leader  sales 
of  cigarettes  or  other  commodities; 

4.  Because  of  these  special  situations  affecting  cigarette  sales,  failure 
to  add  adequate  sales  price  protection  is  unfair  to  the  industry. 

Since  the  1961  Session  of  the  Legislature  will  probably  be  asked  to 
deal  with  the  problem  of  loss  leaders  and  unfair  business  practices, 
the  committee  recommends  further  consideration  of  A.B.  1553  with 
necessary  amendments. 
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APPENDIX 

I.  Legislative  Analyst's  letter. 

II.  Table  1.     Type  of  State  Sales  Below  Cost  Laws,  1960. 

III.  Table  2.     Wholesale  and  Retail  Markups  on  Cigarettes  Required  by   State 

Sales  Below   Cost  Laws,   1960. 

Joint  Legislatrt:  Budget  Committee 

California  Legislature 
Sacramento,  California,  September  26,  1960 
Hon.  Lester  A.  McMillan 

Chairman,  Assembly  Interim  Committee 
on  Governmental  Efficiency  and  Economy 
Assemhlyman,  61st  District  ^ 

Los  Angeles,  California 

Dear  Assemblyman  McMillan  :  Mr.  Maxwell  Miller  asked  ns  to 
supply  YOU  with  the  folloAving  information  on  state  ''sales  below  cost" 
laws  pertaining  to  cigarettes,  as  background  information  for  your  hear- 
ing on  AB  1553  of  the  1959  Session.^ 

Table  1  lists  the  states  with  different  types  of  "sales  below  cost"  laws. 
You  will  notice  that  nine  states,  including  New  York,  have  no  such  laws. 
Twenty-nine  states  haYe  what  we  term  "general"  laws,  i.e.,  those  apply- 
ing to  many  products,  including  cigarettes.  California  is  in  this  cate- 
gory. In  addition  to  the  general  laY\^s,  some  states  have  statutes  relating 
only  to  special  products,  i.e.,  cigarettes,  drugs,  milk,  etc. 

In  addition  to  the  number  of  products  affected,  another  difference 
between  general  and  special  laws  normally  is  in  the  markup  percent- 
ages. For  example,  the  general  law  in  PennsylYania  provides  for  a  two 
percent  markup  at  wholesale  and  four  percent  at  retail,  while  that 
state's  special  cigarette  law  provides  for  four  percent  at  wholesale  and 
six  percent  at  retail.  Another  feature  of  some  of  the  general  laws,  Cali- 
fornia's for  example,  is  that  they  don't  provide  for  any  markup  per- 
centage. All  of  the  special  laws  relating  to  cigarettes,  however,  have 
markup  percentages. 

Table  2  gives  the  wholesale  and  retail  markup  on  cigarettes  as  pro- 
vided for  in  the  various  types  of  "sales  belo^v  cost"  laws.  Most  of  the 
states  in  this  table  have  special  laws  relating  to  cigarettes,  but  some, 
Idaho  for  example,  are  covered  by  their  general  laws.  Not  all  of  the 
states  with  markup  percentages  are  included  in  this  table.  Five  states: 
Louisiana,  Minnesota,  Montana,  North  Dakota  and  South  Carolina,  did 
not  reply  to  our  questionnaire  and  we  are  not  sure  whether  their  laws 
cover  cigarettes. 

The  manufacturer's  price  in  Table  2  is  a  composite  figure  consisting 
of  the  prices  of  regular,  king  and  filter  cigarettes  weighted  according  to 
the  consumption  of  each  variety  in  the  United  States  during  1959.  This 
table  gives  the  markups  both  in  percentages  and  dollar  amounts.  The 
latter  figure  is  important  because  different  states  with  the  same  percent- 
age markups  will  have  different  amounts  depending  upon  the  base  upon 
which  computations  are  made.  For  example,  the  two  percent  markup  at 
wholesale  ranges  from  $2.12  to  $2.84  per  case,  while  the  six  percent 
markup  at  retail  ranges  from  $6.52  to  $8.74. 
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The  following  tabulation  shows  how  California  would  compare  with 
the  states  in  Table  2,  if  AB  1553  were  law : 

Manufacturer  price   $105.75 

State  tax 18-00 

Basic  cost   123.75 

Wholesale  markup 

Percent 2% 

Amount 2.48 

Cartage 

Percent -75% 

Amount 0.93 

Wholesale  price 127.16 

Retail  markup 

Percent 15% 

Amount 19-07 

Retail  price 146.23 

Sincerely, 

A.  Alan  Post,  Legislative  Analyst 


TABLE  1 

TYPES   OF   STATE   SALES   BELOW   COST   LAWS,    1960 

State                                     None  General           Special 

Alabama —  —                 Cigarettes 

Arizona —  x* 

Arkansas    —  x                 Cigarettes,  milk  and  liquor 

California —  s                 Milk 

Colorado   —  x                 Cigarettes,  liquor 

Connecticut    —  x                 Cigarettes,  drugs 

Delaware    x 

Florida    x 

Georgia   —  —                 Cigarettes" 

Idaho —  X                 Milk 

Illinois X 

Indiana —  —                 Cigarettes 

Iowa Cigarettes 

Kansas    —  x»               Dairy  products* 

Kentucky    __  x                 Cigarettes 

Louisiana   —  x                 Dairy  products,  drugs 

Maine x 

Maryland    __  x»               Cigarettes* 

Massachusetts —  x                 Cigarettes,  motor  vehicle  fuel 

Michigan- Bakery  products,  motor  vehicle  fuel 

Minnesota —  x                 Dairy  products 

Mississippi    __  —                 Cigarettes,  milk  products 

Missouri    x 

Montana —  '       x 

Nebraska —  x 

Nevada    x 

New  Hampshire    —  x 

New  Jersey x»               Cigarettes,  motor  vehicle  fuel 

New  Mexico —  —                 Cigarettes,  liquor 

New  York x 

North  Carolina __  —                 Milk 

North  Dakota —  x 

Ohio —  —                 Cigarettes 

Oklahoma   —  x                 Cigarettes,  dairy  products 

Oregon     —  x 

Pennsylvania    __  x                 Cigarettes 

Rhode  Island __  x                 Cigarettes 

"  Either  unconstitutional  or  constitutionality  in  doubt. 

SOURCE:  Commerce  Clearing  House,  "Trade  Regulations  Reporter,"  Volume  2. 
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TABLE   1— Continued 

TYPES   OF   STATE  SALES   BELOW  COST   LAWS,    1960 

State                                   None  General          Special 

South   Carolina —  x                 Milk 

South  Dakota x 

Tennessee   —  x                 Cigarettes,  milk 

Texas Grocery  items* 

Utah X                 Agricultural  items 

Vermont    x 

Virginia     —  x 

Washington    __  x                 Cigarettes 

West  Virginia x 

Wisconsin —  x                     ^ 

Wyoming —  x 

Total   9  29  19— cigarettes 

"  Either  unconstitutional  or  constitutionality  in  doubt. 
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X-RAY  TECHNICIANS 

The  Assembly  Governmental  Efficiency  and  Economy  Subcommittee 
on  Licensing  of  X-Ray  Technicians  conducted  hearings  on  A.B.  2768 
(Masterson)  in  Los  Angeles  September  17  and  18,  1959.  That  bill 
provides  for  creation  of  a  five-member  Board  of  X-Ray  Technician 
Examiners  to  be  appointed  by  the  Governor  and  to  be  set  up  withm 
the  Department  of  Professional  and  Vocational  Standards. 

The  bill  would  empower  the  board  to  issue,  suspend,  and  revoke 
licenses.  It  outlines  qualifications  for  members  of  the  board,  for  license 
applicants,  and  for  certification  of  schools  of  instruction  m  X-ray 
techniques.  It  also  would  provide  penalties  for  failure  to  comply  with 
provisions  of  the  legislation. 

FINDINGS 

On  the  basis  of  the  hearings  held  in  Los  Angeles,  the  committee 
finds  that : 

1  The  main  objection  to  A.B.  2768  as  written  is  that  it  would  permit 
the  State  to  interfere  in  the  field  of  X-ray.  The  general  comment 
was  that  the  technicians  and  others  working  with  X-rays  could 
handle  the  problem  themselves  and  did  not  want,  need,  or  desire 
the  State  to  interfere.  No  other  governmental  agency  in  the 
United  States  had  entered  the  field,  and  the  California  Legislature 
should  not  take  the  initial  step. 

2.  Representatives  of  X-ray  technician  organizations  testified  they 
were  making  progress  toward  policing  the  technicians.  Any 
action  by  the  State  would  hurt  their  organizations.  However, 
testimony  indicated  that  these  groups  are  hampered  by  internal 
differences  and  that  they  lack  adequate  power  to  police  their 
own  ranks.  Since  they  are  voluntary  organizations,  they  cannot 
effectively  prevent  unqualified  technicians  from  practicing  in  Cali- 
fornia. 

3.  Those  doctors  who  have  specialized  in  Radiology  are  recognizably 
qualified  to  supervise  and  instruct  in  the  proper  use  of  X-ray 
equipment.  This  group,  however,  comprises  only  a  small  segment 
of  those  who  make  use  of  X-rays  in  diagnosis  and  treatment. 
Others  in  the  medical  profession  who  allegedly  "supervise"  the 
X-ray  technicians  are  often  without  the  necessary  training  re- 
quired to  protect  the  public  from  overexposure  to  radiation  from 
X-rays. 

4.  Objections  from  several  groups  to  the  proposed  Board  of  Exam- 
iners were  centered  on  two  main  points.  First,  that  the  proposed 
board  is  not  representative  enough  of  the  various  types  of  practi- 
tioners and  technicians.  The  second  objection  was  that  they  did 
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not  like  the  idea  of  a  politically  elected  person — the  Governor — 
making  the  appointments  to  the  board.  No  alternate  proposals  were 
advanced. 

5.  On  the  education  of  technicians,  several  witnesses  objected  to 
what  they  considered  too  stringent  requirements.  Those  Avho  ob- 
jected strongly  to  the  minimum  standards  proposed  by  A.B.  2768 
as  being  too  low,  were  opposed  by  just  as  many  who  felt  that 
these  were  the  minimum  standards  which  should  be  imposed. 
Some  even  advocated   additional  training. 

6.  It  was  generally  admitted  that  X-rays  are  dangerous  to  both  the 
people  being  exposed  and  to  future  children  and  that  some  form 
of  regulation — either  voluntary  on  mandatory — should  be  im- 
posed as  soon  as  possible. 

7.  Testimony  revealed  that  some  of  the  organizations  discriminate 
against  technicians  working  for  doctors  of  osteopathy. 

8.  Your  subcommittee  concludes  that  something  should  be  done  to 
prohibit  incompetent  X-ray  technicians  from  working  with  the 
general  public.  The  substance  of  A.B.  2768  should  be  reviewed 
in  the  light  of  these  hearings  and  suitable  legislation  should  be 
introduced  at  the  1961  Session. 
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COMMITTEE  LETTER  OF  TRANSMITTAL 


Assembly  Chamber,  State  Capitol 

Sacramento,  December  8,  1960 
Hon.  Ralph  M.  Brown 

Speaker  of  the  Assembly,  and 
Members  of  the  Assembly 

Assembly  Chamber,  Sacramento 

Gentlemen  : 

The  Assembly  Interim  Committee  on  Public  Health  submits  the 
Report  on  Alcoholic  Rehabilitation  prepared  by  the  Subcommittee  on 
Alcoholic  Rehabilitation  in  accordance  with  House  Resolution  No.  326 
of  the  1959  Session. 

Respectfully  submitted, 

W.  Byron  Rumford,  Chairman 
Assembly  Interim  Committee 
on  Public  Health 
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SUBCOMMITTEE  ON  ALCOHOLIC  REHABILITATION 

LETTER  OF  TRANSMITTAL 

November  3,  1960 
Hon.  W.  Byron  Euiniford,  Chairman 

Assembly  Interim  Committee  on  Puhlic  Health 

Dear  ]\Ir.  Rumford  : 

Attached  is  the  report  of  the  Subcommittee  on  Alcoholic  Rehabili- 
tation. 

This  report  is  the  result  of  the  testimony  given  at  two  public  hear- 
ings and  other  information  gathered  by  the  subcommittee  during  the 
1959-1961  interim. 


Respectfully  submitted, 


Glenn  E.  Coolidge^  Chairman 
Ronald  Brooks  Cameron 
Rex  M.  Cunningham 
Clayton  A.  Dills 
Sheridan  N.  Hegland 
Milton  Marks 
Howard  J.  Thelin 
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FOREWORD 

ASSEMBLY  BILL  1752 

The  Assembly  Rules  Committee  upon  adjournment  of  the  1959  Ses- 
sion of  the  Legislature  referred  Assembly  Bill  1752  to  the  Assembly 
Interim  Committee  on  Public  Health  for  study.  The  Chairman,  W.  Byron 
Rumford,  appointed  Glenn  E.  Coolidge  to  serve  as  chairman  of  the  sub- 
committee Two  public  hearings  were  held,  one  on  November  13,  19o9 
in  Berkeley,  and*  one  on  December  15,  1959  in  Los  Angeles.  The  prni- 
cipal  purpose  of  these  hearings  was  to  review  the  present  program  of 
the  Division  of  Alcoholic  Rehabilitation.  The  Legislative  Auditor's 
office,  which  played  such  an  active  part  early  in  the  history  of  the  state 
proo-ram  was  requested  bv  the  Joint  Budget  Committee  to  make  a 
survey  of  the  work  of  the  Division.  Their  study  covered  three  areas, 
first  a  study  of  the  operating  and  research  program  of  the  clinics ;  sec- 
ondly a  review  of  the  research  program  and  particularly  the  staffing 
for  that  program ;  and,  thirdly,  a  study  of  the  financing  of  the  program. 
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REPORT  OF  SUBCOMMITTEE  ON  ALCOHOLIC 

REHABILITATION  TO  ASSEMBLY   INTERIM 

COMMITTEE  ON   PUBLIC  HEALTH 

OBJECTIVE 

To  study  the  question  of  state  responsibility  in  the  field  of  alcoholic 
rehabilitation  and  to   evaluate   present   state   program  m  relation  to 

this  responsibility. 

FINDINGS 

1.  Alcoholism  is  increasing  throughout  California  among  both  the 
youth  and  the  adult  population.  In  1955  the  State  ^^^  .^f  ^^^  f  ^0  ^^00 
alcoholics,  one  in  every  14  adults.  Two  California  cities,  San  Fian- 
cisco  and  Sacramento,  rank  first  and  second  m  the  nation  with  the 
highest  rate  of  alcoholism. 

2.  The  cost  of  alcoholism  to  the  State  is  estimated  at  a  minimum 
of  $150  million  per  year  in : 

(a)  Arrests  and  jail  maintenance  (50  percent  of  all  arrests  are  for 
intoxication)  ; 

(b)  Mental  and  penal  institutional  care; 

(c)  Aid  programs; 

(d)  Absenteeism  in  business  and  industry. 

3.  From  January  1954  through  June  1959,  3,541  persons  were  ad- 
mitted to  six  pilot  clinics  established  by  the  Division  of  Alcoholic  Re- 
habiWation,  Department  of  Public  Health.  It  is  extremely  difficult  to 
assess  the  overall  effectiveness  of  this  clinic  rehabilitation  program  be- 
cause : 

(a)  Selection  procedures  for  patients  differ  in  each  clinic. 

(b)  Treatment  varies  in  each  clinic. 

(c)  There  are  no  control  groups  against  which  to  measure  the  eftec- 
tiveness  of  treatment. 

(d)  Followup  evaluations  have  only  recently  been  completed  and 
are  not  yet  published. 

(e)  There  is  a  shortage  of  professional  personnel  trained  m  the 
treatment  of  alcoholics. 

4  Although  voluntary  community  alcoholic  rehabilitation  groups 
may  seek  the  consultative  assistance  of  the  Department  of  Pubhc 
Health,  there  is  no  formal  co-ordination  of  their  treatment  programs 
with  those  of  the  state  clinics. 

5  At  the  inception  of  the  state  alcoholic  rehabilitation  program  in 
1954,  its  cost  was  planned  to  be  offset  by  revenue  from  ttie  10-percent 
increase  in  liquor  license  fees.  At  present  the  revenue  f^^l^b^^  from 
this  source  substantially  exceeds  the  amount  budgeted  for  alcoholic 

rehabilitation. 
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6.  There  is  need  for  an  expanded  program  of  study,  investigation 
and  information  to  reach  the  hidden  alcoholic  who  does  not  seek  help 
and  who  is  estimated  to  constitute  80  percent  of  the  alcoholic  popula- 
tion. 

7.  The  scope  of  the  alcoholic  problem  and  the  multiplicity  of  volun- 
tary groups  associated  with  rehabilitation  and  treatment  render  it  in- 
cumbent for  the  State  to  take  the  lead  in  co-ordinating  rehabilitation 
eilforts,  in  establishing  adequate  standards  for  treatment  and  in  devel- 
oping future  rehabilitation  programs. 


I 


RECOMMENDATIONS 

1  That  existing  alcoholic  rehabilitation  clinics  be  continued  and 
their  services  expanded  to  include  greater  and  more  uniform  thera- 
peutic services  in  the  areas  of  detoxification,  medical  care,  psychological 
testing  and  psychotherapy,  and  social  case  work;  that  one  condition  of 
such  expansion  be  the  development  and  analysis  by  the  Division  of 
Alcoholic  Rehabilitation  of  uniform  methods  to  evaluate  all  present 

''''2    Tharnew  Sealment  and  rehabilitation  facilities  for  alcoholics  be 

established  in  communities  where  there  is  ^^^^^i^^^^^^'^^^V'l^f  Ir^mi 
need.  The  City  of  Long  Beach  in  particular  has  repea  edly  demon- 
strated its  need  for  such  a  clinic  but  at  present  is  without  the  ±aciiity. 

3  That  there  be  established  uniform  referral  procedures  to  alcoholic 
rehabilitation  clinics  by  courts  and  other  state  agencies;  that  m  con- 
iunction  with  the  development  of  such  procedures  more  exact  determi- 
nation be  made  of  the  relationship  of  the  alcoholic  rehabilitation  pro- 
gram of  the  Department  of  Public  Health  with  similar  programs  in 
other  state  agencies  especially  the  Department  of  Mental  Hygiene  and 
the  Department  of  Corrections.  _      . 

4  That  it  is  the  purpose  of  alcoholic  rehabilitation  clinics  to  pro- 
vide services  not  available  through  other  resources  or  programs. 
Wherever  possible,  community  voluntary  services  should  be  co-orm- 
nated  with  the  programs  of  the  clinics.  .       .  +     „  ^^^ 

5  That  the  Division  of  Alcoholic  Rehabilitation  inaugurate  a  pro- 
gram to  train  new  personnel  in  the  specialized  professional  disciplines 
involved  in  the  treatment  and  rehabilitation  of  the  alcoholic. 

6  That  the  Division  of  Alcoholic  Rehabilitation  continue  its  program 
of  research  to  develop  a  more  complete  understanding  of  the  cause 
nature,  and  development  of  alcoholism;  to  develop  improved  treatment 
techniques  and  preventative  methods,  by  seeking  out  current  studies 
and  research  being  conducted  by  other  international,  national  and  local 

research  groups.  ^    ^      .     ^       , .        •     +1,^ 

7  That  in  order  to  insure  the  adequacy  of  the  instruction  m  the 
nature  of  alcohol  which  the  Education  Code  provides  for  the  schools 
of  California,  some  minimum  standards  for  such  instruction  be  estab- 
lished; that  an  increased  program  in  public  information  be  undertaken 
to  reach  the  adult  population.  -^     .   a     ^f 

8  That  the  Assembly  Public  Health  Committee  continue  its  study  ot 
this  subject  to  include  some  of  the  presently  unresolved  questions: 

(1)  The  extent  and  nature  of  state  responsibility  in  the  field  of  al- 
coholic rehabilitation.  1    i-r+ 

(2)  The  relationship  of  the  division's  program  to  other  rehabilita- 
tion programs  in  the  State.  ■,     .  ^  1        ui 

(3)  The  adequacy  of  state  activities  in  relation  to  the  total  problem 
in  California  today. 

(4)  The  method  of  financing  the  state  program. 
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CALIFORNIA'S  LEGISLATIVE  RESPONSE 
TO  ALCOHOLISM 

Alcoholism  is  thought  by  some  to  be  a  disease,  by  others  the  symptom 
of  a.  disease.  It  has  been  described  as  a  chronic  behavioral  disorder 
manifested  by  repeated  drinking  of  alcoholic  beverages  in  excess  of  the 
dietary  and  social  uses  of  the  community  and  to  an  extent  that  inter- 
feres with  the  drinker's  health  or  his  social  or  economic  functioning. ^ 
Although  correct  estimates  of  the  extent  of  alcoholism  in  California 
cannot  be  made,  in  part  because  of  the  difficulty  in  defining  alcoholism, 
it  is  apparent  from  the  history  of  our  Legislature  that  as  early  as  1870 
the  first  State  Board  of  Health  was  given  a  directive  which  read : 

"It  shall  be  the  duty  of  the  board,  and  they  are  hereby  in- 
structed, to  examine  into  and  report  what,  in  their  best  judgment, 
is  the  effect  of  the  use  of  intoxicating  liquor,  as  a  beverage,  upon 
the  industry,  prosperity,  happiness,  health  and  lives  of  the  citizens 
of  the  State;  also  what  legislation,  if  any,  is  necessary  in  the 
premises."^ 

In  answer  to  this  directive.  Board  Secretary  Thomas  M.  Logan,  M.D., 
stated : 

"In  the  [full  knowledge  of  the  fact  of  the  pecuniary  loss  to  the 
State  and  to  his  family,  by  the  idleness  of  the  inebriate  and  the 
cost  to  the  public  treasury  for  his  ultimate  care  and  support  in  the 
induced  impaired  health,  and  in  the  last  stages  of  destitution,  to 
say  nothing  of  the  expense  of  measures  of  repression  and  punish- 
ment called  for  by  breaches  of  the  peace  and  crimes  committed  by 
the  intemperate,  we  think  the  question  (of  alcoholism)  particularly 
commends  itself  alike  to  the  statesman  and  the  philanthropist. "  ^ 

Since  that  time  the  production,  distribution  and  sale  of  alcoholic 
beverages  have  been  regulated  by  the  Legislature  in  various  ways,  but 
it  was  not  until  the  1950 's  that  several  bills  were  introduced  which 
would  have  provided  for  a  medically  oriented  rehabilitation  and  re- 
search program  for  alcoholics,  a  commission  on  alcoholism  to  study  the 
program,  a  directive  to  the  Departments  of  Mental  Hygiene  and  Public 
Health  to  study  the  problem,  and  yet  another  which  would  have  estab- 
lished nine  rehabilitation  clinics  under  the  supervision  of  the  Depart- 
ment of  Mental  Hygiene.  All  failed  to  pass. 

In  the  1954  Special  Session  the  Legislature  was  successful  in  passing 
a  bill,  A.  B.  9,  authored  by  Assemblyman  Glenn  E.  Coolidge,  creating 
an  Alcoholic  Rehabilitation  Commission  to  deal  with  "...  all  phases  of 
the  treatment  and  rehabilitation  of  alcoholics..."^  The  life  of  the 
commission  was  three  years,  during  which  time  a  study  was  launched 

1  Keller,  M. :  Alcoholism :  Nature  and  extent  of  the  problem,  Ann.  American  Acad. 
Political  &  Social  Service,  315:1-11,  Jan.  1958. 

=  State  Board  of  Health  of  California :  First  Biennial  Report  of  the  Permanent  Secre- 
tary, Sacramento,  1870-1871,  p.  15. 

3  Ibid.,  p.  4. 

*A.B.  9,  1954,  Special  Session,  California  Legislature. 
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mainly  into  the  research  aspect  of  alcoholism  with  a  limited  amount  of 
work  relative  to  the  treatment  field.  The  commission  sought  the  advice 
of  consultants  from  the  Yale  Center  of  Alcohol  Studies,  and  in  their 
report  to  the  commission  this  group  emphasized  the  need  for  a  "bal- 
anced program"  of  research,  treatment,  rehabilitation  and  especially 
evaluation  of  existing  programs.^  Believing  that  a  separate  staif  to 
carry  out  the  program  would  have  been  impracticable,  the  commission 
contracted  with  existing  agencies  for  the  conduct  of  various  aspects  of 
the  alcoholism  jDroblem. 

Commission  funds  were  used  to  augment  the  budget  of  an  existing 
alcoholic  treatment  facility  (the  San  Francisco  Adult  Guidance  Center, 
a  clinic  operated  by  the  San  Francisco  Health  Department),  and  for 
the  establishment  of  a  research  clinic  at  U.  C.  L.  A.  for  the  study  of 
treatment  methods.  Although  it  had  been  the  intent  of  the  author  to 
have  the  commission  establish  treatment  clinics  throughout  the  State, 
budgetary  cuts  and  indecision  on  the  part  of  the  commission  as  to  their 
true  role,  accounted  in  part  for  dissatisfaction  with  the  operation  of  the 
commission.  Ultimately,  it  was  the  recommendation  of  proponents  of 
the  original  commission  bill  that  the  functions  of  the  commission  be 
transferred  to  the  Department  of  Public  Health,  and  the  commission  be 
abolished. 

Assemblyman  Coolidge  in  the  1957  Session  of  the  Legislature  authored 
Assembly  Bill  3117  by  which  the  commission  was  abolished  and  the 
Division  of  Alcoholic  Rehabilitation  created  as  a  new  division  within 
the  Department  of  Public  Health.*^  The  act  directed  the  division  to 
"engage  in  the  treatment  and  rehabilitation  of  alcoholics  by  contract 
with  local  agencies  or  otherwise. ' '  This  directive  is  further  expanded  by 
another  section  of  the  code  which  specifically  grants  the  power  to  con- 
tract with  local  government  and  non-profit  organizations.  In  addition, 
the  division  is  directed  to  "investigate  and  study  all  phases  of  the  re- 
habilitation and  prevention  of  chronic  alcoholism  and  other  excessive 
uses  of  alcohol,  and  to  periodically  report  its  findings  thereon  to  the 
Governor  and  the  Legislature  together  with  its  recommendations." 

The  division  continued  the  program  that  it  inherited  from  the  com- 
mission for  the  1957-58,  1958-59  and  1959-60  fiscal  years.  It  may  be 
divided  into  three  broad  categories:  treatment  and  rehabilitation ;  study 
and  investigation;  education,  information  and  training.  The  division's 
budget  for  the  first  year  was  $705,000 ;  $688,000  for  the  second  and  for 
1959-60,  although  the  preliminary  budget  proposal  requested  additional 
funds  for  specific  programs  including  the  establishment  of  a  new  clinic, 
it  was  decided  at  budget  hearings  that  these  programs  involved  policy 
questions  which  should  be  decided  by  the  Legislature.  Therefore,  the 
division  budget  as  presented  to,  and  passed  by  the  Legislature,  in  the 
amount  of  $681,000,  again  provided  only  for  a  continuation  of  the  old 
commission  program. 

Bills  increasing  the  division 's  program  were,  however,  introduced  by 
individual  legislators.  One,  by  Assemblyman  Grant  of  Long  Beach, 
would  have  provided  for  a  new  clinic  in  Long  Beach.  Another,  (A.  B. 
1752)  by  Assemblyman  Bradley  of  San  Jose,  incorporated  the  recom- 

6  Lipscomb,  "WendeU  R.,  "Alcoholism,  The  Chronological  Background  Leading  to  Cali- 
fornia's Present  Program,"  California  Medicine,  88:137,  Feb.  1958. 
8  Health  and  Safety  Code.  Sec.  427-427.4. 
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mendations  of  the  division's  Advisory  Committee  for  matching  funds. 
Mr.  Bradley 's  bill  provided  that  local  clinics  established  after  January 
1,  1960,  could  be  financially  assisted  by  the  State  in  an  amount  not  to 
exceed  50  percent  of  the  total  cost  of  such  programs,  and  that  existing 
clinics  would  be  assisted  by  the  State  on  the  same  basis  as  the  present 
until  July  1,  1964.  After  that  date,  state  assistance  would  not  exceed 
50  percent  of  the  total  cost  of  the  program. 


CALIFORNIA'S  ALCOHOLIC   REHABILITATION 
PROGRAM 

Division  of  Alcoholic  Rehabilitation 
Department  of  Puhlic  Health 

One  of  the  long'-range  goals  of  the  State  Department  of  Public 
Health  is  to  make  the  treatment  of  the  alcoholic  a  part  of  the  profes- 
sional skills  within  each  community,  and  alcoholism  programs  a  part 
of  community  health  services.^ 

TREATMENT  AND   REHABILITATION 

Pilot  clinics  for  the  treatment  and  rehabilitation  of  alcoholics  are 
presently  operated  by  six  communities  under  contract  to  the  State  in 
San  Diego,  Los  Angeles,  Stockton,  Sacramento,  San  Jose  and  Oakland. 
In  San  Francisco,  the  Adult  Guidance  Center  has  been  treating  alco- 
holics since  1951,  and  the  state  contracts  with  the  city  and  county  to 
provide  reimbursement  of  costs  for  certain  professional  positions  and 
the  operation  of  special  projects.  Treatment  also  was  provided  in  two 
State  pilot  hospitalization  demonstrations,  and  is  a  secondary  function 
of  the  Alcoholism  Research  Clinic  at  UCLA. 

Clinic  contracts  call  for  state  reimbursement  of  operating  costs,  up 
to  a  maximum  amount  set  by  the  State  for  each  community.  Local 
governments  provide  housing,  furnishing  and  maintenance.  The  clinics 
are  autonomous,  except  by  agreement  to  use  State  standards  for  admis- 
sion procedures,  makeup  of  caseload,  scope  of  community  activities  and 
reporting  responsibilities. 

Pilot  hospital  treatment  demonstrations  were  authorized  by  the  Leg- 
islature in  1956,  and  w^ere  completed  in  1958.  Their  purpose  was  to 
show  that  an  acutely  intoxicated  alcoholic  could  be  treated  on  the 
medical  wards  of  general  hospitals  without  restraints  or  special  facili- 
ties. These  were  treatment  demonstrations  but  also  served  as  staff 
training  and  clinical  research  activities. 

The  division  is  involved  in  other  treatment  and  rehabilitation  serv- 
ices in  a  consultative  capacity.  These  include  treatment  centers  operated 
by  voluntary  organizations  and  rehabilitation  centers  operated  by  local 
governments  in  connection  with  law  enforcement  or  mental  health  pro- 
grams and  will  be  covered  in  another  section  of  this  report. 

STUDY  AND  INVESTIGATION 

Dr.  Wendell  R.  Lipscomb,  Assistant  Chief  of  the  Division,  stated 
in  his  testimony  to  the  committee  that  California  leads  the  nation 
in  the  rate  of  alcoholism  with  approximately  600,000  alcoholics  and 
has  consistently  consumed  more  alcohol  per  capita  than  the  rest  of 
the   nation.-   How  much   does   this   cost?   One   facet   of   the   problem, 

1  California  Department  of  Public  Health,  Alcoholic  Rehabilitation j  195i-59j  Novem- 

ber, 1959,  p.  11. 

2  Testimony,  Hearing  before  Subcommittee  on  Alcoholic  Rehabilitation,  Assembly  In- 

terim Committee  on  Public  Health,  Berkeley,  Nov.  13,  1959. 
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admissions  of  all  alcoholic  patients  to  State  Mental  Hospitals  for  1959, 
cost  the  State  of  California  $2,243,125.^  Another  way  of  looking  at  the 
problem  for  a  measnrement  of  its  cost  is  to  consider  the  disability 
insurance  claims  paid,  even  though  alcoholism  is  infrequently  used  as 
a  cause  for  disability  claims,  1  percent  of  the  claims  for  1953  due  to 
alcoholism  was  approximately  $900,000.  Studies  completed  m  the  east 
by  industrial  firms  who  have  active  rehabilitation  programs  indicate 
that  the  average  problem  drinker  in  industry,  of  which  there  are  per- 
haps one  and  three  quarter  million,  loses  about  22  days  of  productivity 
attributable  to  intemperate  drinking.  Roughly,  some  30  million  work 
days  per  year  are  lost  nationally.  In  addition,  we  must  look  at  the 
number  of  machines  that  are  idled,  the  increased  number  of  accidents 
and  decreased  efficiency. 

From  the  public  health  approach.  Dr.  Lipscomb  stated  that  m  the 
most  productive  age  bracket,  that  is  35  to  55,  between  the  ages  35  to 
44  cirrhosis  of  the  liver  and  alcoholism  combined  are  the  fifth  leading 
cause  of  death,  and  in  the  age  bracket  of  45  to  55,  cirrhosis  of  the 
liver  and  alcoholism  become  the  third  leading  cause  of  death.  Without 
considering  the  arrest  record,  jail  maintenance  and  the  welfare  costs 
attributable  to  alcoholism,  it  is  safe  to  say  that  the  price  we  pay  for 
chronic  alcoholism  in  California  is  running  into  the  millions  of  dollars. 
In  concluding  his  testimony,  Dr.  Lipscomb  stated : 

"The  orientation  of  Health  today  in  the  study  of  any  mass 
disease,  any  mass  illness,  is  to  take  a  good  look  at  human  behavior 
and  its  use  of  human  resources  and  attempt  to  determine  how  that 
behavior  itself  might  be  a  factor  in  the  production  of  the  disease. 
And  certainly  here  with  alcoholism  this  is  very  well  met  indeed. 
Here  is  something  that  does  begin  as  a  social  practice  and  can 
eventuate  as  a  disease  of  physical-mental  complications  requiring 
certainly  the  treatment  of  all  types  of  specialties. 

"I  would  like  to  just  briefly  relate  to  you  the  rationale  which 
we  are  approaching.  In  any  civilization  which  makes  use_  of  alco- 
holic beverages,  apparently  troubles  can  be  anticipated.  Five  thou- 
sand years  ago  a  very  high  civilization  in  Mesopotamia  had  to  set 
up  a  whole  code  of  laws,  much  as  did  our  Legislature  recently,  to 
deal  with  the  problem.  In  any  given  population  one  will  find 
troubled  individuals  scattered  throughout.  Some  of  them  will  make 
use  of  some  resource  in  an  attempt  to  adjust  to  their  problem. 
Certainly  for  some,  whether  he  be  a  troubled  drinker,  or  a  troubled 
non-drinker,  the  types  of  behavior  can  lead  to  clinical  complica- 
tions, sometimes  to  mental  illness,  sometimes  to  cirrhosis  or  other 
types  of  definable  medical  diseases. 

"We  here  would  like  to  look  at  the  populations,  the  community 
of  California,  would  like  to  be  able  to  develop  tools  for  picking  out 
this  individual.  We  would  like  to  be  able  to  see  the  chronological 
development  of  his  pattern  in  this  alcohol  process,  would  like  to 
acquire  sufficient  evidence  that  would  enable  us  to  pick  him  out 
early  so  as  to  get  him  into  treatment  and  rehabilitative  facilities. 

3  Letter,    September    23,    I960,    Statistical    Research    Bureau,    Department    of   Mental 
Hygiene. 
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We  would  like  to  be  able  to  stage  his  progress  so  that  we  can  make 
use  of  and  actually  delineate  those  factors  which  appear  to  make 
for  it  so  they  can  be  used  as  predictors;  also  in  a  given  population, 
whether  it  be  at  the  high  school  level,  industry  or  wherever,  to 
enable  us  to  get  ahead  of  and  interrupt  the  process. 

"Now  as  to  iust  Avhat  treatment  this  takes.  You  realize  there  is  a 
wide  variety  of  treatment  and  rehabilitative  facilities  which  are 
probably  necessary.  This  is  an  illness  which  can  be  reinstituted  by 
lack  of  "support  of  the  community.  This  is  an  illness  that  can  be 
continued   almost   directly  by   just  the   attitudes  of  the_  family 
around  the  individual  who  is  so  afflicted.  Part  of  our  job  and 
part  of  our  orientation  is  an  attempt^ to  describe  this,  learn  its 
chronology,  and  interrupt  this  pattern." 
The   Division   of   Alcoholic   Rehabilitation   training   and   education 
efforts  are  directed  at  the  public,  the  professions,  the  alcoholic  patient, 
and  his  family.  Newspapers,  radio,  and  television  are  used  m  commu- 
nity education  to  increase  public  understanding  of  alcoholism.  Educa- 
tion within  the  professions  is  aimed  at  developing  the  skills  necessary 
to  deal  with  alcoholism.  Patient  and  family  education  are  functions  o± 
the  community  clinics,  with  state  assistance  in  preparation  ot  orienta- 
tion courses,  exhibits,  and  literature. 

Division  staff  cooperate  with  national  and  local  voluntary  agencies 
particularly  citizens  committees  on  alcoholism,  tuberculosis  and  health 
associations,  mental  health  societies,  and  professional  associations  repre- 
sentino-  official  alcoholism  programs.  Other  state  departments  and  local 
ao-encies  are  involved  in  sponsorship  of  conferences  and  workshops 
attended  by  representatives  of  social,  economic  and  health  groups  con- 
cerned with  alcoholism.  Consultation  on  alcohol  education  and  alco- 
holism is  offered  to  universities  and  organizations  Avhich  have  in-service 
training  programs.* 

RESEARCH 
In  April  1959,  a  $200,000  grant  from  the  National  Institute  of  Men- 
tal Health  was  awarded  to  the  State  Department  of  Pubhc  Health  tor 
a  three-year  study  to  develop  methods  by  which  the  habits  of  ^aiitor- 
nia's  drinking  population  could  be  determined.  This  is  thefirst  study 
of  its  kind  in  the  United  States  and  should  help  to  determine  reliable 
information  on  the  use  of  alcoholic  beverages;  that  is,  who  drinks  and 
how  much.  Because  it  is  a  personal  kind  of  process,  methods  must  be 
developed  to  provide  information  as  to  kinds,  amounts   frequency  and 
regularity  of  alcoholic  beverage  usage,  the  context  of  drinking  (where, 
with  whom  and  why)   attitudes  of  drinkers  relative  to  driving,  busi- 
ness  lunches,  entertainment,  etc.;  individual  and  group  consequences 
of  drinkino'    with  special  attention  being  given  to  our  teenagers.  Ur. 
Selden  Bacon,  Director  of  the  Yale  Center  of  Alcohol  Studies,  empha- 
sized the  importance  of  this  kind  of  study  in  the  following  statement: 
-One  mode  of  attack   (on  the  alcoholism  problem),  however 
has  hardly  been  tried  at  all;  the  careful,  broadly  oriented  and 
disciplined   collection    of   facts   relevant   to   the   phenomenon   of 

.T^I^nia  Department  of  Public  Health.  Alconolic  ReUaUlitation,  195i-59,  Novem- 
ber  1959,  p.  64. 
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the  consumption  of  alcoholic  beverages.  In  a  country  such  as  the 
United  States,  where  compilations  of  facts  run  to  fantastic  ex- 
tremes, where  surveys  and  analyses  and  score  sheets  are  main- 
tained on  styles  in  women's  hats,  on  hours  of  listening  to  radio 
comedians,  on  the  length  of  life  of  baby  carriages,  and  on  taste 
in  soft  drinks  and  political  philosophies,  it  is  perhaps  doubly  sur- 
prising that  a  vast  ignorance  covers  this  area.  Nobody  knows  who 
uses  alcoholic  beverages,  how  many,  how  often,  how  much,  what, 
where,  when,  with  whom,  or  under  what  conditions. 

"Research  studies  under  contract  to  the  State  Department  of 
Public  Health  are  as  follows :  ^ 

Type  of  study  Agency  in  Charge 

Alcoholism  Research  Clinic Departrhent  of  Psychiatry 

UCLA  Medical  Center,  Los  Angeles 
Adreno-Cortical  Fimction 

in  Chronic  Alcoholics Department  of  Physiology 

University  of  California,  Berkeley 
Biochemical  Factors  in 

Alcoholism*    Department  of  Physiological  Chemistry 

UCLA  Medical  Center,  Ix)s  Angeles 
Effects  of  Alcohol  on 

Neuro-endocrine  Function* Department  of  Anatomy 

UCLA  Medical  Center,  Los  Angeles 

Alcohol   Metabolism   Langley  Porter  Neuropsychiatric 

Institute  and  Department  of 
Pharmacology,  University  of  California 
Medical  Center,  San  Francisco 

Analytic  Aspects  of  Alcohol* School  of  Criminology 

University  of  California,  Berkeley 

Alcoholism  and  the  Family Department  of  Sociology,  Anthropology 

and  Geography,  University  of 

California,  Davis." 

*  Study  completed. 

Departmental  supported  alcoholism  studies  being  conducted  by  the 
Study  and  Investigation  Section  of  the  division  include: 

1.  Evaluate  (retrospective  and  prospective  phases  of  large-scale  fol- 
low-up, involving  nearly  1,400  alcoholic  patients). 

2.  Etiologic  (involving  development  of  concepts  and  definitions, 
selection  and  screening  of  population  at  high  or  low  risk  of  develop- 
ing alcoholism,  long-term  follow-up  of  screened  population  to  observe 
any  changes). 

3.  Mortality  (comparison  of  death  rates,  study  of  cirrhosis  deaths, 
interviews  Avith  physicians  on  causes  of  death). 

4.  Alcohol  usage  study  among  male  felons  (with  Department  of 
Corrections). 

=5  California  Department  of  Public  Health,  Alcoholic  Rehabilitation,  195i-59,  Novem- 
ber, 1959,  p.  58. 


FINANCING  THE  PROGRAM 

The  1954  Legislation  creating  the  Alcoholic  Rehabilitation  Commis- 
sion also  increased  liquor  license  fees  by  10  percent.  It  was  tjie  thmk- 
ino-  of  the  Legislature,  the  liquor  industry,  and  supporters  of  the  bill 
especially  the^  League  of  Cities  and  the  Supervisors  Association,  that 
this  tax  on  the  industry  should  be  used  for  the  support  of  a  state 
alcoholic  rehabilitation  program.  -,   ,     ^, 

Prior  to  1954  all  liquor  license  fees  were  returned  to  the  city  or 
county  from  which  thev  were  collected.  Following  the  enactment  of 
the  leoislation,  all  money  collected  from  the  fees  except  the  additional 
revenue  produced  by  the  10  percent  increase  goes  to  the  cities  and 
counties.  The  10  per  cent  goes  to  the  General  Fund. 

From  time  to  time  since  the  initiation  of  this  plan  other  fees  have 
been  added  which  substantially  increase  the  amounts  allocated  to  the 
General  Fund.  These  fees  include  the  following:  (1)  10  percentotf 
pavments  made  in  lieu  of  serving  suspension  of  license  for  violation 
of 'regulations;  (2)  service  charges  on  denied  and  withdrawn  applica- 
tions- and  (3)  original  fees  for  new  on-  and  off-sale  licenses. 

The  chart  shown  below  graphically  gives  the  estimated  revenues  and 
allocations  for  the  Alcoholic  Beverage  Control  Fund  for  the  fiscal  year 
1959-60.  It  can  be  seen  that  the  10  percent  increase  originally  in- 
tended for  alcoholic  rehabilitation  programs  is  less  than  halt  of  tne 
total  amount  of  revenue  annually  going  to  the  general  fund.  Ihe  table 
below  summarizes  figures  for  previous  years. 

TABLE  1 
ALCOHOLIC   BEVERAGE    LICENSE    FEES   COLLECTED 

Fiscal  year  ending  To  cities  i^p    ,  j 

j„„e  30  "«<^  couniies  General  Fund 

inr,q                                                _  $9,576,328  $2,340,729 

tori 8,858,112  2,437,9.54 

|^^° 8,399,805  2,216,393 

1956 8,717,664  920,130 

{q^^ 8,834,825  378,534 

1954  — l-S—  I 8,586,074 


(17) 
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ESTIMATED   REVENUES   AND   ALLOCATIONS   FOR    1960 


To  cities  and  counties 
1)0%  liquor  license  fees 

To  counties      $2,040,000 

To  cities  ___\_ 7,560,000 


To  General  Fund  * 
10%  Liquor  license  fees. 
Miscellaneous  fees 


$1,110,000 
1,320,000 


Total  Revenue  of  Alcoholic  Beverage  Control  Fund  $12,030,000 

Liquor  license  fees 

Miscellaneous  fees 


$10,710,000 
1,320,000 

$12,030,000 


Allocation  of  revenue  to  General  Fund  : 

Total  $2,430,000 


To  Division  of 
Alcoholic 
Rehabilitation 
$760,000 
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TABLE  2 

ALLOCATIONS   FOR   STATE   ALCOHOLISM   PROGRAMS" 
1954-1959 

Alcoholic  Rehahilitation  Dept.  of  Puhlio  Health 

Commission  Budget 

195Jt-55    1955-56     1956-57     1957-58     1958-59    1959-60^ 
Salaries    $16,610      $32,660     $50,420    $133,420    $160,030    $188,450 

""'"opertSn"! 9,050  13,190  29,120  24,560  70,360        77,350 

Workshop  on 

alcoholism    -  -          1,500  -  -  - 

Yale  consultants 3,350  -          3,270"  -  800 

Equipment 3,030  240         2,880  5,260  290  740 

Clinic  Contracts  ^^  ^^  „^^  ^n  A^r. 

Alameda  County -  -  18,390  52,110  59,750  56,490 

Los  Angeles  County  -  -  8,660  39,970  59,560  86,000 

SacramSto  CointT  ::  -  "  "  16,610  25,000  25,000 

San  Diego  City -  -  14,120  34,900  41,180  50,120 

San  Francisco -        40,200  50,030  50,000  65,000  65,000 

San  Joaquin  County__  -  -  19,140  22,040  20,820  27,770 

Santa  Clara  County  __  -  -  8,670  25,000  30,420  39,780 

U.  C,  Los  Angeles -       16,530  48,230  79,480  79,130  93,270 

Hospitalization  pilot  plan 

California  Hospital  __  -  -  2,550  3,550 

Mount  Zion  Hospital—  -  -  -  6,420 
Gordon 

(consultation) _  _  —  320                 —                 — 

Perrow    (report)  _  —  —  —  150                 —                 — 

Research 

State  Department  of 
Public  Health 

Follow-up 5,570       35,430       28,290 

Etiologic -        21,650        48,430 

Metabolism 
TI   C 

San   Francisco-  -        11,850        14,420        23,230        30,470        28,750 

Neuroendocrine 
U.  C,  Los 
Angeles     -         5,940  1,840         6,020 

^""""tL  C,  Davis -  -  140  4,420  2,410  1,410 

"Withdrawal  ^„    ^„ 

U.  C,  Berkeley -  -       14,970       15,380        16,940        19,750 

Biochemical 

U.  C,  Los 

Angeles -    .  —  1,520  —  —  — 

Blood  Alcohol 

U.  C,  Berkeley  __  -  -         4,500  -  -  - 

Totals $37,610    $177,690    $367,820    $542,840    $662,160    $760,330 

»  Budget  for  fiscal  year  1959-60. 

•>  Grant  from  National  Institute  of  Mental  Health  not  included  in  total. 

<:  Incorporated  with  new  Division  of  Alcoholic  Rehabilitation  activities. 

8  California,  Department  of  Public  Health,  Alcoholic  Rehahilitation.  195^-59,  Novem- 
ber, 1959,  p.  A-1. 
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Budget  Proposals  1960-61 

The  Division  of  Alcoholic  Kehabilitation  budget  for  1960-61  is 
approximately  $750,000.  The  department  has  requested  an  additional 
$490,000  for  program  increases  in  the  following  categories  for  the 
fiscal  3'ear  1960-61 : 

1.  Increased  cost  of  present  services ; 

2.  Expansion  of  present  clinics  and  services ; 

3.  Establishment  of  new  clinics  and  services ; 

4.  Clinic  patient  follow-up ;  and 

5.  Public  information  and  education. 

At  the  1959  Session  of  the  Legislature,^  the  Assembly  Ways  and 
Means  Committee  requested  the  Legislative  Analyst  to  make  a  review 
of  the  Alcoholic  Rehabilitation  program  conducted  by  the  Department 
of  Public  Health.  Subsequently,  on  September  10,  1959  the  Joint  Legis- 
lative Budget  Committee  directed  the  Legislative  Analyst  to  continue 
the  review  and  submit  a  report  to  the  Budget  Committee.  The  recom- 
mendations made  in  that  report  '^  are  : 

1.  The  original  intent  of  the  six  community  pilot  clinics  was  to  pro- 
vide a  means  for  evaluating  methods  of  treatment  of  alcoholics  so 
that  the  State  and  the  local  communities  would  know  what  the 
best  method  of  rehabilitating  alcoholics  would  be.  With  the  present 
operation  of  the  clinics,  it  is  not  possible  to  determine  the  effective- 
ness of  the  treatment  being  administered  in  any  of  the  clinics.  It  is 
therefore  our  recommendation  that  the  State  Department  of  Public 
Health  use  funds  and  personnel  that  are  presently  assigned  to 
activities  in  the  Studies  and  Investigations  Section  of  the  Division 
of  Alcoholic  Rehabilitation  to  establish  a  system  of  evaluation  and 
follow-up  of  the  patients  in  the  clinic.  The  staff  that  is  presently 
working  with  the  department's  follow-up  study  could  do  this 
when  the  final  interviews  of  that  study  are  completed  in  1960 
or  1961. 

Until  such  time  as  there  is  a  complete  evaluation  of  all  aspects  of 
the  clinics,  we  do  not  recommend  the  establishment  of  any  new 
clinics  or  the  expansion  of  any  of  the  present  clinics. 

2.  There  should  be  greater  coordination  of  the  clinics  and  uniform 
policies  on  admittance  standards.  Since  the  State  reimburses  the 
local  community  for  100  percent  of  the  operating  costs  ol  the  pilot 
clinics,  it  has  a  paramount  interest  in  the  results  obtained  by  the 
clinics.  Some  clinics  stated  that  it  is  impossible  to  achieve  positive 
treatment  results  with  non-voluntary  patients,  yet  40  percent  of 
the  caseload  of  one  clinic  is  composed  of  patients  referred  to  the 
clinic  as  a  condition  of  probation.  That  clinic  feels  it  has  some 
success  with  those  patients.  This  is  the  type  of  situation  in  which 
the  State  should  be  interested  since  one  of  the  justifications  for  an 
alcoholic  rehabilitation  program  is  to  reduce  the  costs  to  commu- 
nities for  the  problems  that  are  associated  with  alcoholism,  such  as 
jail  commitments.  If  the  treatment  of  court-referred  patients  can 


T  Report  of  the  Legislative  Analyst,  December  8,  1959,  Alcoholic  Rehabilitation  Pro- 
gram of  the  California  Department  of  Public  Health,  (mim.) 
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be  effective,  then  this  should  be  determined  and  the  clinics  should 
be  apprised  of  the  situation  and  urged  to  accept  such  patients. 

3.  We  recommend  the  establishment  of  a  uniform  fee  schedule.  Some 
clinics  have  fee  schedules,  and  some  do  not.  When  the  clinics  do 
have  a  fee  schedule,  the  total  amount  collected  by  the  clinic  is 
deducted  from  the  amount  reimbursed  to  the  clinic  by  the  State ; 
thus,  the  amount  collected  represents  a  saving  for  the  State.  Some 
of  the  clinics  have  established  a  schedule  for  therapeutic  purposes ; 
that  is,  psychologically,  patients  desire  to  contribute  something 
in  their  own  rehabilitation  program,  thus,  the  payment  of  a  fee  is 
very  helpful  for  those  patients. 

Since  there  is  no  economic  eligibility  standard  for  patients,  anyone 
may  receive  treatment  who  desires  it  regardless  of  ability  to  pay. 
Thus,  it  can  be  assumed  that  there  will  be  patients  who  can  easily 
pay  for  treatment  and  those  who  cannot  pay.  A  uniform  fee 
schedule  should  be  established  that  can  be  adapted  to  both 
situations.  No  schedule  should  be  adopted  that  would  turn  away 
patients. 

4.  Should  the  Legislature  decide  to  continue  the  operation  of  present 
clinics  and  the  establishment  of  new  clinics  after  there  is  a  thor- 
ough evaluation  of  their  worth,  then  consideration  should  be  given 
to  the  sharing-  of  costs  of  their  operation.  The  Legislature  has 
established  the  policy  of  the  sharing  of  costs  for  Community 
Mental  Health  Clinics  when  it  passed  the  Short-Doyle  Act  in  1957. 
The  State  reimburses  the  county  for  one-half  of  the  treatment  costs 
after  the  county  has  furnished  the  physical  facilities.  San  Fran- 
cisco has  included  its  alcoholic  rehabilitation  clinic,  the  Adult 
Guidance  Center,  in  its  total  psychiatric  program  for  reimburse- 
ment under  the  Short-Doyle  program. 

It  may  not  be  possible  to  include  simply  the  alcoholic  rehabilita- 
tion clinics  in  the  Short-Doyle  program  since  there  are  some 
limitations  under  Short-Doyle.  Non-voluntary  patients  cannot 
be  included  for  reimbursement.  Also,  the  setting  of  the  clinic 
under  Short-Doyle  must  be  of  a  psychiatric  nature  under  the 
direction  of  a  psychiatrist.  If  this  were  applied  to  the  alcoholic 
rehabilitation  program,  whole  areas  of  treatment  might  be  ex- 
cluded such  as  medical  treatment  of  alcoholism.  One  of  the  present 
clinics  is  directed  by  an  internist  where  medication  is  relied  upon 
more  than  psychiatry. 

If  it  is  not  possible  to  eventually  include  the  program  in  Short- 
Doyle,  we  would  recommend  that  a  program  of  cost-sharing 
comparable  to  Short-Doyle  be  adopted. 
5.  Further  recommendations  in  relation  to  the  clinic  operation  are 
applicable  to  some  clinics  and  not  to  others  since  some  of  the 
clinics  are  already  doing  these  things. 

(a)  Clinic  staffs  should  be  educated  about  the  philosophy  of 
prevention,  which  is  a  basic  function  of  a  public  health 
agency. 
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(b)  A  program  of  preventive  activity  should  be  developed 
which  utilizes  existing  services  such  as  public  health  nurs- 
ing and  county  social  welfare  departments. 

(c)  Efforts  should  be  made  to  explore  the  possibility  of  increas- 
ing the  number  of  court-referred  patients. 

(d)  Attempts  should  be  made  to  increase  the  interest  of  private 
physicians  in  the  alcoholic  rehabilitation  program. 

(e)  There  should  be  greater  application  of  group  methods  such 
as  group  psychotherapy  as  a  means  of  increasing  oppor- 
tunities for  service  to  patients  and  heightening  clinic  effec- 
tiveness. 

Whereas  the  Legislative  Analyst  in  his  report  advocates  the  sharing 
of  costs  by  communities,  it  was  the  intent  of  the  author  of  the  legisla- 
tion creating  the  original  Alcoholic  Rehabilitation  Commission  that 
the  10  percent  increase  in  liquor  license  fees  should  be  used  for  the 
support  of  a  state  alcoholic  rehabilitation  program.  Richard  Carpenter, 
Executive  Director  and  General  Counsel  of  the  League  of  California 
Cities  expressed  the  views  of  his  organization  in  a  letter  to  the  Com- 
mittee : 

"As  you  know,  the  League  of  California  Cities  was  one  of  the 
principal  supporters  of  your  bills  which  created  the  Alcoholic 
Rehabilitation  Commission  and  imposed  an  additional  10  percent 
liquor  license  fee  to  provide  revenue  with  which  to  undertake  an 
alcoholic  rehabilitation  program.  Subsequently,  the  League  sup- 
ported the  legislation  which  transferred  this  function  to  the 
State  Department  of  Public  Health.  We  were,  and  still  are,  deeply 
concerned  about  both  the  social  and  economic  problems  involved, 
as  well  as  the  extremely  high  percentage  of  arrests  involving  the 
repeated  and  intemperate  use  of  intoxicating  liquors.  Direct  munic- 
ipal costs  are  substantial  and  indirect  municipal  costs  other  than 
law  enforcement  probably  are  even  greater;  e.g.,  fires  caused 
by  alcoholics,  ambulance  service  and  public  health  assistance. 

"You  will  recall  that  when  your  bills  establishing  this  program 
first  were  enacted,  it  was  clearly  understood  that  the  entire  reve- 
nue derived  from  the  additional  10  percent  fee  would  be  used  for 
alcoholic  rehabilitation  purposes.  It  also  was  understood  that  the 
bulk  of  the  funds  would  be  used  for  rehabilitation  clinics,  although 
adequate  amounts  would  be  available  for  both  research  and  edu- 
cation. 

"...  Until  such  time  as  the  entire  amount  of  revenue  available 
for  this  purpose  is  used,  matching  funds  should  not  be  de- 
manded." ^ 

In  contrast  to  this  view,  H.  D.  Chope,  M.D.,  Director,  Department 
of  Public  Health  and  Welfare,  County  of  San  Mateo,  wrote  in  a  letter 
to  the  Committee  :  ^ 

"The  principal  thought  that  we  would  like  to  suggest  for  com- 
mittee consideration  is  that  legislation  be  introduced  and  supported 


8  Letter,  December  8,  1959,  Richard  Carpenter,  Executive  Secty.,  and  General  Coun- 
sel, League  of  California  Cities.  .  ^  ,  ,.     tt     i^i.        ^  -ntr^i 

» Letter,  May  5,  1960,  H.  D.  Chope,  M.D.,  Director,  Dept.  of  Public  Health  and  W^el- 
fare,  County  of  San  Mateo. 
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which  would  provide  matching  state  funds  to  assist  local  communi- 
ties in  their  attempts  to  reduce  and  control  alcoholism.  We,  at 
he  moment,  are  operating  an  alcoholic  service  which  eonsi  ts  »f 
six  beds  in  the  countv  hospital  which  are  constantly  fl"f )  ^nd 
over  100  patients  making  regular  visits  to  our  ontpatient  a  colaolu^ 
service  This  is  expensive  for  the  local  taxpayers,  and  as  the  main 
revenL  ft-o-n  the  sale  of  alcoholic  beverages  accrue  to  the  federa 
Ind  state  governments,  it  is  my  feeling  that  the  state  should  design 

^ome  inethod  of  sharing  this  expense  ji'V'-^'  rXTrobTei 
need  not  point  out  to  a  committee  as  familiar  with  the  problem 
i  wu  are  a  at  it  is  not  just  the  single  alcoholic  who  is  expensive 
to  the  communitv,  but  all  of  the  by-products  associated  with 
akoholism  Ti  clue  ing  high  welfare  costs,  family  disintegration, 
'abandoned  children,\igh  police  and  court  costs  «•"--;- 
suiting  from  drunken  driving,_as  well  as  loss  of  productive  time 
in  industry  due  to  alcoholism." 
Under  the  clinic  program,  a  sliding  fee  scale  for  treatment  has  been 

^^^ri'ars-iirstUtthiri^^^^^^^^^^^^ 

fracted  from  reimbursement  payments  unless  such  funds  are  used  to 
^T^atio^alt  Sfis  a  growing  trend  toward  ^-Uiding  alcoholism  in 

^cogiSing  aleohlsm  as  a  medical  problem  and  Providing  foi-  gov-ern 

r;fh^^ittrSoSt?grs"sf^^^^^^ 

tana,  New  Hampliire,  New  Jersey,  New  lork,  Olno,  ^^  ^^^^^  1;;^"^J^,\^^^^ 
oinia  and  Washington.  Alcoholism  programs  m  21  states  are  operateu 
hdemrtments  other  than  public  health  or  by  independent  comm  s- 
sLs  In^enelil  t^^^  rend  in  the  past  two  years  appears  to  be  the 
de'SopLnt  St  alcoholism  programs,  operating  withm  th 

existhirpS3lic  health  framework  and  financed  by  appropriations  tiom 
the  general  revenues  of  the  State. ^^ 

.7i:i;7rnnals.  American  Academy  of  Political  and  Social  Science.  Volume  315,  p.  135. 
n  cm^:t^2!S>ioUsm  Reviev.,  Vol.  3.  Ko.  1.  Jan.-Feb..  1960.  p.  7. 


CLINIC   REPORTING 

^lore  detailed  iufonuatiou  ou  the  programs  and  activities  of  each 
of  the  SIX  ehuies  in  California  may  be  found  in  the  department's  re- 
port. ■•Alcoholic  Rehabilitation  19.54-59"  published  in  Xovember  of 
19o9.  Information  about  the  clinics  and  theii-  patients  taken  from  this 
same  report,  m  brief,  indicates  that  a  total  of  3.541  pei-sous  were  ad- 
mitted to  the  six  pilot  clinics  from  their  opening  through  June  1959. 
Admissions  began  rising  in  1957  during  the  organization  period,  but 
the  number  of  admissions,  plus  readmissious>  appears  to  have  stabilized 
at  about  400  patients  per  quarter.  Referrals  to  the  cHnics  are  not  estab- 
lished uniform  procedures.  Physicians,  hospitals,  the  coui-ts.  welfare 
agencies  or  private  groups  aU  help  to  direct  problem  drinkers  to  the 
clinics.  Law  enforcement  agencies  account  for  about  29  percent  of  the 
referrals,  but  the  greatest  percentage.  38  percent,  is  bv  the  patient 
himseK.  a  friend  or  a  member  of  his  family. 

Forty-six  percent  of  California 's  adult  population  is  in  the  30-  to  50- 
year  age  group,  but  70  percent  of  the  1.729  patients  on  which  descrip- 
tive data  were  collected  were  in  this  bracket.  Alcoholic  cUnic  patients 
are  from  every  race  and  social  class,  every  relidous  sect  and  every 
occupational  group.  Xiuety-seveu  percent  of  the  male  patients  and  94 
percent  of  the  female  patients  discharged  by  the  clinics  were  Caucasian. 
One  of  two  clinic  patients  was  married  at  the  time  of  treatment, 
whereas  the  corresponding  figure  for  the  California  adult  population 
IS  live  out  of  six.  The  divorced-separated  figure  for  the  clinic  population 
IS  33  percent,  compared  with  8  percent  for  the  population  at  lar^e.  Ed- 
ucation levels  paralleled  that  of  the  general  population. 

Inemployment  was  a  significant  factor.  Forty-three  percent  of  the 
males  described  themselves  as  out  of  work  at  the  "time  of  admission,  and 
So  percent  of  the  females  were  unemployed.  It  should  be  noted  that  2 
percent  of  the  males  and  45  percent  of  the  females  could  not  be  con- 
sidered as  a  part  of  the  labor  force  at  the  time  of  admission. 

OccupationaUy.  the  largest  percentage  of  patients  among  the  em- 
ployed males  consisted  of  craftsmen  '46  percent ^  with  the  balance 
almost  equally  distributed  among  the  professional-manairerial.  clerical, 
and  sei-vice-laborers.  Among  the  female  patients  the  most  frequent  oc- 
cupation was  housewife.  Drinking  was  found  to  be  a  long-term  problem 
for  most  with  40  percent  of  the  males  and  27  percent  of  the  female 
patients  reporting  a  personal  history  of  heavy  di-inking  for  16  vears 
or  more. 

Treafrr.enf 

Since  the  alcoholic  rehabilitation  clinics  have  no  inpatient  facilities, 
treatment  is  provided  only  on  an  outpatient  basis.  This  iueludes  visits 
for  intake  and  diagnostic  evaluation,  for  medical  checkup  and  medica- 
tion, and  for  group  and  individual  coun.seling.  including  formal  psycho- 
therapy. Visits  to  the  clinics  average  five  visits  per  patfent.  Prior  treat- 
ment for  aleohoMsm  was  reported  by  70  percent  of  the  clinic  patients, 

(24) 
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35  percent  receiving  private  care,  28  percent  public  treatment,  20  pei- 
cen?throngh  Alcoholics  Anonymous,  and  10  percent  from  other  groups^ 
Four  of  the  six  pilot  clinics  include  psychiatric  diagnosis  as  part  ot 
the  treatment  program,  and  a  comparison  of  diagnoses  indic-ates  that 
80  percent  of  the  patients  were  suifering  from  pei^onality  disorders, 
.vhereas  the  mental  hygiene  clinics  report  ^'^^J ^^/ ^^f}''%^l^]^Z 
patients  in  this  classification.  The  Diagnostw  and  Stat ishcal  Manual  on 
Mental  Disorders,  published  by  the  American  Psychiatric  association 
states  that  personality  disorders  "are  characterized  by  developmental 
defects  or  pathological  trends  in  the  personality  structure,  with  minimal 
subjective  anxiety  and  little  or  no  sense  of  distress   In  most  insta^^^es 
the  disorder  is  manifested  by  a  lifelong  pattern  of  action  or  behaMor 
rather  than  by  mental  or  emotional  symptoms. " 

Of  the  approximately  600,000  alcoholics  in  California  it  can  be  seen 
froia  the  foregoing  that  only  a  very  small  group  (3,541)  are  seeking 
adnTission  to  the  clinics.  A  great  deal  more  public  education  must  be 
done  before  people  will  learn  to  accept  alcoholism  as  a  disease  and  be 
aWe  to  seek  help  without  being  embarrassed  because  of  the  social  stigma 
still  attached  to  the  problem. 

Arpad  Kertesz,  Supervising  Social  Worker  at  ^jie  ^Sacramento  Alco- 
holic Rehabilitation  Clinic,  in  his  paper  entitled  ^Treatment's  Not 
Enough"  presented  at  the  National  Conference  on  Social  Weilaie  m 
San  Francisco,  May  27,  1959,  stated: 

-The  psychotherapeutically  oriented  treatment  offered  at  the 
clinic  is  probably  the  most  modern  method  for  those  who  are 
uffidently^'^^^  motivated  to  seek  help  and  who  can  accept  the 
p^oc^i-am  These  individuals  are  presumably  at  the  top  of  the  scale 
of  prooressive  deterioration  so  well  known  to  workers  m  the  field. 
They  are  'hidden'  in  that  they  did  not  make  themselves  conspic- 
uou  through  their  abnormal  behavior  to  the  extent  where  they 
come  in  contact  with  the  health,  relief,  or  law  enforcement  agen- 

cies  ' ' 
On  the  other  hand,  the  alcoholic  who  found  himself  at  the  lower 
end  of  the  deLrioration  scale,  the  one  who  is  a  public  threat  m  one 
?rav   or   another   and  who   does  have   the   greatest   impact  with  law 
Inlorcement  relief  and  health  agencies,  cannot  be  helped  by  the  clinics 
?f  facnSes  are  not  available  for  hospitalization,  for  food  and  shelter 
and  medfcal  care.  A  person  is  reluctant  to  discuss  his  emotiona    prob 
lems  while  he  is  hungry  or  until  he  has  a  roof  over  his  head.    Ihis 
poTnts  up  more  emphatically  the  need  for  a  --e  comprehensi^^^^^^^ 
Lram  of  consultation,  co-ordination,  and  community  action.  With  an 
Smnded  state  progi'am,  the  clinic  team  would  also  be  m  a  position 
0   act  as     echidcaf  leaders   in   helping   the   community   assess  their 
esoiirces  and  make  recommendations  for  new  services  which  would 
inteo-rate  the  clinic  into  a  more  complete  rehabilitation  program.  _ 

Sacramento  County  ranks  high  in  the  State  and  nation  m  its  inci- 
dence of  alcoholism  with  a  rate  roughly  twice  the  national  rate  for 
each  vear  Dr.  Richard  W.  Finner,  Director  of  the  Sacramento  Alco- 
holic RAabilitation  Clinic,  and  his  staff  conducted  a  survey  for  the 
years  1958-59,  and  in  summary  found  that  over  half  the  arrests  made 
by  tbe  police  department  and  the  sheriff's  office  were  associated  with 
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drinking.  "Had  been  drinking"  drivers  were  involved  in  about  19  per- 
cent of  the  counties'  automobile  accidents,  and  in  1958  over  700  patients 
with  some  form  of  alcoholism  had  been  treated  in  the  County  Hospital, 
and  279  were  admitted  to  Weimar  Chest  Center  in  the  same  year.  While 
each  separate  agency  involved  with  alcoholism — government  agencies  as 
well  as  voluntary  groups— does  what  it  can,  the  machinery  for  dealing 
with  this  public  health  problem  is  clearly  inadequate  and  improved 
facilities  and  co-ordination  of  effort  are  clearly  needed.  The  80  per- 
cent ''white  collar"  group  and  the  20  percent  "low  end"  group  both 
find  it  difficult  to  obtain  hospitalization  or  treatment.  Dr.  Finner  in 
his  study  recommended  that  special  attention  be  given  local  hospitals 
and  physicians  to  determine  what  treatment  facilities  are  actually 
available  for  those  who  have  the  ability  ^o  pay,  and  consideration 
also  be  given  to  the  question  of  rehabilitation  for  the  homeless,  problem 
drinker.  He  questions  the  adequacy  of  halfway  houses  which  some- 
times grow  haphazardly,  and  suggests  that  perhaps  more  complete 
programs  in  rehabilitation  should  be  instituted  at  the  county  farms. 
His   concluding   remark  is : 

"It  is  reasonable  to  expect  that  a  carefully  planned  program 
would  become  a  financial  asset  to  the  community,  if  we  consider 
the  number  who  may  return  to  work,  the  increased  freedom  from 
crippling  diseases,  the  probable  reduction  in  criminal  activities, 
and  the  lessened  dependency  of  the  problem  drinker  on  numerous 
local  and  some  state  institutions.  Even  if  such  a  program  were 
realized  through  additional  expense  to  the  county,  the  increased 
well-being  of  some  of  its  citizens  might  well  make  the  investment 
of  benefit  to  all." 

Alcoholism  in  Long  Beach 

The  need  for  establishment  of  a  State  Alcoholic  Rehabilitation 
Clinic  in  Long  Beach  was  forcefully  brought  before  the  committee 
by  Dr.  I.  D.  Litwack,  City  Health  Officer  of  Long  Beach.^ 

Alcoholism  is  a  major  health  problem  in  Long  Beach.  In  a  recent 
study  it  was  revealed  that  on  a  given  day  private  physicians  were 
treating  918  patients  who  were  alcoholics.  This  is  a  small  fraction 
of  the  total  number,  for  it  is  estimated  that  there  are  11,100  alcoholics 
in  Long  Beach — 6,210  of  whom  have  physic?il  complications  resulting 
from  the  use  of  alcohol.  Alcoholics  Anonymous  receive  about  10  new 
calls  for  help  per  day,  but  are  only  able  to  assist  50  percent  of  these 
people.  The  other  50  percent  urgently  need  facilities,  which  are 
inadequate  or  nonexisting.  From  the  Long  Beach  Health  Department's 
vital  statistics,  alcohol  contributed  to  51  deaths  during  the  year 
1958,  and  cirrhosis  of  the  liver  ranks  among  the  10  major  causes  of 
death  in  this  city. 

At  the  present  time  there  are  no  inpatient  services  for  the  alcoholic 
in  any  of  the  local  nonprofit  hospitals.  Chronic  alcoholics  are  jailed 
and  are  sent  to  a  custodial  facility  known  as  "Rancho  Esperanza" 
operated  by  the  Long  Beach  Police  Department.  Management  of  in- 

1  Testimony  of  Dr.  I.  D.  Litwack,  Long  Beach  City  Health  Officer,  before  Assembly 
Interim  Committee  on  Public  Health,  Subcommittee  on  Alcoholic  Rehabilitation. 
December  15,  1959,  pp.  40-46. 
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mates  consists  basically  of  custodial  care  and  supervised  work  projects 
until  their  release.  Following  release,  there  is  no  planned  program  for 
rehabilitation. 

The  majority  of  alcoholics  are  employed  and  yet  alcoholism  is  a 
major  cause  of  absenteeism,  accounting  for  19  percent  of  all  indus- 
trial absences.  Long  Beach  is  part  of  an  industrial  area  in  the  State, 
and  if  these  employees  can  be  rehabilitated,  not  only  would  the  indi- 
vidual and  industry  be  helped,  but  the  community  also  would  be 
relieved  of  an  added  burden. 

During  1958  there  were  9,131  arrests  related  to  drunkenness,  giving 
a  rate  of  3,126  per  100,000  population.  This  poses  a  problem  of  alco- 
holism relating  to  minor  crimes  and  points  out  the  need  for  certain 
preventive  efforts,  which  would  benefit  the  individual  and  reduce  the 
burden  on  the  taxpayer. 

From  the  foregoing  it  is  obvious  that  this  area  presents  a  serious 
problem  in  the  field  of  alcoholism  in  which  the  community  and  the 
State  should  have  a  mutual  concern.  Dr.  Litwack  concluded  his  re- 
marks by  stating  that  he  felt  the  State  has  a  responsibility  for  provid- 
ing help  as  it  has  done  for  other  localities  and  urged  that  favorable 
consideration  be  given  to  the  following  recommendations  in  an  effort 
to  alleviate  the  problem  of  alcoholism  in  the  City  of  Long  Beach: 

1.  That  the  State  set  aside  adequate  funds  for  the  establishment 
of  an  alcoholic  rehabilitation  clinic  in  Long  Beach  with  such 
personnel  as  an  internist,  psychiatrist,  social  workers,  health 
educators,  and  when  necessary,  clinical  help. 

2.  That  some  attention  be  given  to  the  alcoholic  who  is  jailed  for 
a  short  period  of  time;  that  some  provision  be  made  for  him  pr 
her  to  be  treated  as  a  sick  person.  Adequate  facilities  in  jails 
or  hospitals  are  needed. 

3.  That  consideration  be  given  to  the  development  of  a  demonstra- 
tion rehabilitation  program  for  alcoholics  at  the  present  Long 
Beach  Police  Department  facility  known  as  "Eancho  Esperanza." 
Such  a  program  undoubtedly  would  reflect  in  savings  to  the  tax- 
payer because  many  of  the  alcoholics  could  be  rehabilitated  and 
become  productive   citizens  instead  of  repeatedly  returning. 

4.  That  California  industries  be  encouraged  to  work  with  local 
agencies  in  the  detection,  care,  and  rehabilitation  of  alcoholics. 

5.  That  health  departments  obtain  financial  assistance  from  the 
State  to  develop  appropriate  public  health  programs  for  com- 
munity acceptance  and  understanding  of  the  alcoholic;  also  to 
intensify  educational  efforts  regarding  alcohol  and  alcoholism  in 
the  schools,  home,  church  and  other  key  areas. 


OTHER  TYPES  OF  TREATMENT  OF  ALCOHOLICS 
UNDER  CALIFORNIA  STATE  LAW 

Following  affidavit,  warrant,  and  apprehension,  if  no  rehabilitation 
center  is  maintained  by  the  connty,  or  if  the  person  charged  does  not 
consent  to  confinement  in  sneh  center,  he  may,  after  hearing  and 
examination,  be  committed  to  a  state  hospital  for  the  mentally  ill,  a 
regional  jail  camp  maintained  by  the  Department  of  Corrections,  an 
industrial  farm  or  road  camp  within  the  connty,  or  a  branch  of  the 
county  jail  where  inmates  perform  agricultural  or  other  out-of-doors 
labor.  (Sec.  5404,  W.  &  I.  Code.) 

ALCOHOLICS  IN  STATE  HOSPITALS,  DEPARTMENT 
OF  MENTAL  HYGIENE 

Superior  court  judges  may  commit  those  who  drink  to  excess  to  the 
Department  of  Mental  Hygiene  for  "placement  in  a  hospital  for  the 
care  and  treatment  of  the  mentally  ill  .  .  ."  (Sec.  5404,  W.  &  I.  Code). 

The  attitude  of  judges  varies  on  the  disposition  of  alcoholic  cases. 
Some  judges  refuse  to  commit  for  longer  than  a  three-month  period, 
although  alcoholics  can  be  committed  for  up  to  two  years.  Other  judges 
refuse  to  commit  alcoholics  to  mental  hospitals  if  they  are  not  psychotic. 
This  tendency  is  in  recognition  of  the  weakness  in  the  law  in  not 
requiring  different  treatment  of  psychotics  and  nonpsychotics,  who  are 
not  differentiated  in  the  hospitals  at  present. 

The  criteria  for  commitment  leave  much  discretion  to  the  judge  and 
include : 

1.  Belief  of  the  judge  that  the  person  charged  is  subject  to  inebriety 
in  such  a  degree  as  to  require  custodial  care  and  treatment. 

2.  Satisfactory  evidence  that  the  person  to  be  committed  is  not  of 
bad  reputation  or  bad  character,  apart  from  his  habit  for  which 
the  commitment  was  made,  and  that  there  is  reasonable  ground  for 
believing  that  the  person,  if  committed,  will  be  permanently  bene- 
fited by  treatment. 

Since  1937  the  state  hospitals  have  been  receiving  and  treating  per- 
sons committed  as  alcoholics.  The  magnitude  of  the  problem  in  more 
recent  years  is  shown  in  the  following  figures :  ^ 

TABLE  3 

PATIENTS   ADMITTED   AS   ALCOHOLIC   COMAAITMENTS   COMPARED   TO   THOSE 

ADMITTED   UNDER   ALL    LEGAL   CLASSIFICATIONS   SUBSEQUENTLY 

DIAGNOSED   AS   ALCOHOLIC  * 

Fiscal  year  ending  June  SO  19^9  1959 

Alcoholic  commitments 2,338  3,825 

Patients   diagnosed   as   alcoholic 3,016  4,625 

Total   admissions   11,967  19,932 

Percent ^o.^  ^o.^ 

*  A  number  of  patients  admitted  as  mentally  ill  commitments  and  voluntary  admissions  are  subsequently 
diagnosed  as  alcoholic.  Conversely,  some  patients  admitted  as  alcoholic  commitments  are  primarily 
diagnosed  as  psychotic  or  with  other  types  of  mental  disorders. 

1  Letter,  Statistical  Research  Bureau,  Department  of  Mental  Hygiene,  September  23, 
1960. 
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The  estimated  average  expenditure  per  patient  based  upon  a  median 
length  of  stay  of  three  months  is  estimated  at  $485  for  1959.  Total 
expenditures  for  all  alcoholic  patients  admitted  during  the  year  1959 
amounted  to  $2,243,135.2 

THE  ROLE  OF  THE  DEPARTMENT  OF  CORRECTIONS 

A  large  number  of  inmates  of  state  penal  institutions  are  at  the  least 
problem  drinkers.  No  estimate  of  the  number  of  alcoholics  can  be  made 
since  inmate  records  are  based  on  the  offense  of  which  the  person  was 
convicted.  While  there  are  therapy  programs  in  the  prisons,  none  with 
the  exception  of  Alcoholics  Anonymous  programs,  are  directed  spe- 
cifically towards  alcoholism.  The  Department  of  Health  in  co-operation 
with  the  Department  of  Corrections  is  now  undertaking  a  study  of  2,000 
cases  at  the  Guidance  Centers  at  Vaeaville  and  Chino  in  order  to  deter- 
mine the  relationship  between  the  crimes  committed  and  drinking  in- 
volvement. Also,  the  parole  agents  of  the  department  working  with 
parolees  on  an  individual  basis  may  call  upon  local  Division  of  Alco- 
holic Rehabilitation  clinic  staffs  for  assistance. 

The  Board  of  Corrections  is  authorized  to  assist  local  governments  in 
the  planning  for  detention  facilities,  and  more  important,  it  is  also 
authorized  to  promulgate  standards  for  rehabilitative  services  in  the 
field  of  training,  employment,  recreation,  and  prerelease  activities  in 
jails  and  other  county  and  local  adult  facilities.  (Section  6030,  Penal 
Code.)  Previous  to  enactment  of  this  section  in  1957,  the  board  was 
empowered  only  to  establish  recommended  minimum  standards  includ- 
ing food,  clothing,  and  bedding,  but  not  program  standards. 

TREATMENT  OF  ALCOHOLICS  AT  THE  LOCAL  LEVEL 

Drunk  arrests  account  for  approximately  half  the  total  arrests  for 
all  offenses  in  the  State. 

TABLE  4' 
COUNTY  AND   CITY   JAIL   BOOKINGS:   TOTAL   AND   FOR   DRUNKENNESS 

1955 
Bookings  during  the  year 
Bookings,  all  Drunk  Percent 

Jail  system  causes,  total  bookings  drunk 

County   235,773  100,037  42.4 

City  *    472,202  249,312  52.8 

*  Represents  about  99  percent  of  total  city  jail  population  in  the  State. 

Of  the  100,037  county  bookings  for  drunkenness,  it  was  found  that 
10.4  percent  ended  in  a  "release  when  sober"  without  sentence.  The 
average  length  of  stay  in  jail  for  these  10,398  individuals  was  10.5 
hours.  The  remaining  89,639  persons  with  drunk  bookings  served  sen- 
tences of  varying  durations,  the  average  stay  reported  to  be  19.1  days. 
This  figure  may  be  compared  with  the  nondrunk  bookings  in  the  county 
jails  for  the  same  period  which  for  the  135,736  nondrunks  was  reported 
to  be  74.9  days.  In  the  city  jails,  as  in  the  county  jails,  the  percentage 
of  "release  when  sober"  was  small.  The  great  majority  gave  sentences 
to  at  least  90  percent  with  a  median  sentence  of  five  days.  About  two- 

2  Letter,   Statistical  Research  Bureau,  Department  of  Mental  Hygiene,  September  23, 

3  The  County  Jails  of  California :   An  Elvaluation,  Part  XI,  Alcoholic  Inmates,  State 

Board  of  Corrections,  June  30,  1957,  p.  72. 
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thirds  of  the  jails  reported  sentences  averaging  10  days  or  less,  and  two 
jails  reported  sentences  averaging  more  than  30  days,  Oakland  gave  an 
average  of  60,  and  Pasadena  an  average  of  45  days.'^ 

Because  of  the  magnitude  of  the  problem  at  the  local  level,  attention 
should  be  given  to  the  nature  and  adequacy  of  the  rehabilitation  pro- 
grams at  these  levels.  At  present,  they  are  minimal.  Municipal  Court 
Judge  Robert  Clifton  of  Los  Angeles  in  his  testimony  presented  to 
the  Subcommittee  in  December  1959,  stated  that  in  1958  there  were 
88,000  arrests  in  the  City  of  Los  Angeles  for  drunkenness,  not  includ- 
ing the  drunk  driving  arrests.  About  five  years  ago  the  Los  Angeles 
Municipal  Court  began  handling  drunk  arrests  separate  from  other 
arrests.  There  are  from  250  to  300  people  per  day  now  handled  by  one 
judge.  Some  drunks.  Judge  Clifton  testified}  go  into  jail  at  a  rate  of 
40  or  50  times  a  year.  In  many  instances  alcoholics  are  referred  to  the 
clinic  or  to  Alcoholics  Anonymous  meetings  as  a  condition  of  probation. 
The  Los  Angeles  Police  Pvehabilitation  Center  costs  the  City  of  Los 
Angeles  4  million  dollars  per  year  and  has  a  capacity  for  600  patients, 
and  is  now  being  enlarged  to  1,200.  Those  people  who  are  sent  to  the 
rehabilitation  clinic  ordinarily  go  two  or  three  times  before  reporting 
back  to  the  judge ;  then,  if  the  clinic  suggests  that  they  will  benefit 
by  the  program,  the  judge  puts  them  on  the  compulsory  basis  of  attend- 
ing the  clinic  for  a  certain  period  of  time. 

Judge  Clifton,  in  his  four  and  one-half  years  spent  presiding  as 
Judge  of  Division  30  of  the  Los  Angeles  Municipal  Court,  handling 
an  average  of  60,000  cases  per  year,  called  attention  recently  to  what 
he  considered  his  most  significant  conclusions  on  this  problem.^ 

1.  Compulsory  referral  to  treatment  facilities  of  alcoholics  is  bene- 
ficial and  should  be  used  by  those  who  are  attempting  to  treat  or 
aid  alcoholics  or  incipient  alcoholics. 

2.  Emphasis  should  be  placed  on  the  early  treatment  of  alcoholism. 

He  quotes  Dr.  Melvin  L.  Selzer,  of  the  University  of  Michigan  De- 
partment of  Mental  Hygiene,  as  saying  i*^ 

"Permitting  an  alcoholic  to  remain  unmolested  in  his  excessive 
drinking- — -whether  or  not  he  creates  a  nuisance  or  breaks  laws — 
is  tantamount  to  permitting  an  insidious  form  of  suicide. 

"Fortunately,  truth  as  a  scientific  entity  has  a  way  of  ulti- 
mately manifesting  itself  despite  the  barriers  humanity  sometimes 
places  in  its  way.  Psychiatrists  and  public  officials  are  gradually 
acknoweldging  the  futility  of  efforts  to  rehabilitate  alcoholics  with- 
out some  method  of  enforcing  an  initial  period  of  abstinence  and 
therapy.  A  poll  of  California  psychiatrists  showed  63  percent 
favor  a  law  to  commit  alcoholics." 

The  experience  of  the  Los  Angeles  "Drunk  Court"  on  the  subject 
of  involuntary  or  compulsory  referral  of  alcoholics,  substantiates  the 
theory  that  such  treatment  is  often  effective.   In  a  number  of  cases 

*The  County  Jails  of  California:  An  Evaluation,  Part  XI,  Alcoholic  Inmates,  State 
Board  of  Corrections,  June  30,  1957,  p.  72.  ^    ,        „   ^     .  ^,.^4. 

^Changed  Attitudes  Regarding  Alcoholism,  Paper  delivered  by  Judge  Robert  Clifton, 
L.A.  Judicial  District  Municipal  Court,  April  6,  19  59,  before  Naval  Reserve  Law 
Company,  p.  2.  ,  ,       t    -.        -r.   i,     j.  .-i-i-fj. 

e  Changed  Attitudes  Regarding  Alcoholism,  Paper  delivered  by  Judge  Robert  Cntton, 
L.A.  Judicial  District  Municipal  Court,  April  6,  1959,  before  Naval  Reserve  Law 
Company,  p.  3. 
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referrals  to  Alcoholics  Anonymous  Avere  made  as  a  basis  of  suspension 
of  sentence,  if  tlie  offender  attended  three  A.  A.  meetings  withm  a 
month  and  presented  evidence  of  this.  Compulsory  referral  provided 
an  introduction  to  the  fellowship  of  A.  A.  groups,  and  although  a 
wife  mav  plead  with  her  husband  to  attend  an  A.  A.  meeting,  a  parent, 
friend  ov  employer  mav  encourage  him  to  go,  but  when  a  court  orders 
him  to  go— he  more  often  goes!  Judge  Clifton  stated  that  the  records 
indicate  that  in  one  year  more  than  1,200  persons  each  attended  three 
A  A.  meetings  and  brought  back  evidence  of  their  attendance,  m  many 
cases  with  a  word  of  thanks  for  the  introduction. 

This  method  of  involuntary  or  compulsory  referral  to  treatment  ta- 
cilities  was  also  adopted  to  refer  defendants  to  the  State  Alcoholic  Re- 
habilitation Clinic  on  the  basis  that  initial  contacts  on  a  compulsory 
referral  would  not  impede  the  treatment  of  the  patients 

Quoting  from  his  report  to  the  committee,  Judge  Clifton  asserts: 
*'Los  Angeles  arrests  total  close  to  100,000  per  year,  and  these 
are  caused  by  some  40,000  people,  some  coming  through  the  courts 
time  and  time  again;  that  is  a  lot  of  people,  but  w^e  have  some 
2  400  000  residents  in  the  City  of  Los  Angeles  alone.  In  other 
words,  40,000  were  arrested  but  2,360,000  were  not.  So,  if  a  man 
is  arrested  once  for  being  drunk,  this  is  abnormal  behavior.  Two 
arrests  put  him  more  in  the  abnormal  category  and  each  succeeding 
arrest  makes  him  stand  out  more  and  more  from  the  normal  indi- 
vidual if  we  compare  him  to  that  individual.  And  herein  lies  the 
root  of  much  misguided  work  in  relation  to  alcoholics  and  the 
neglect  of  those  who  can  be  helped— treated— in  the  early  stages 
of  their  excessive  drinking.  We,  of  the  judiciary,  handling  hordes 
of    intoxication    defendants,    thousands    of    whom    have    arrest 
records  of  50,  100,  150,  200  or  even  300  arrests,  have  looked  upon 
an  individual  with  a  few  arrests  as  having  no  problem,  or  being 
no  problem  to  the  courts  or  the  police.  But  in  doing  this  we  have 
compared  him  to  the  40,000  who  went  through  the  drunk  tanks 
not  the  2  360,000  who  were  not  arrested.  And  so  we  have  directed 
attention  to  trying  to  salvage  those  with  20,  30,  100,  200  arrests 
most  of  whom  were  beyond  help,  and  waived  on  those  who  could 
be  helped.""^ 
Needless  to  sav,  many  skills  will  be  required  to  separate  out  the  simple 
drunk  the  repeated  drunkenness  offender,  and  the  sick  alcoholic  m  the 
little  time  allotted  to  the  courts  each  day  to  process  the  large  number 
of  drunk  offender  cases.  Further,  a  judge  may  refer  a  patient  to  a  re- 
habilitation facility,  but  treatment  remains  a  determination  jointly 
made  by  the  potential  patient  and  the  treatment  facility.  The  concept 
of  compulsorv  referral  is  effective  only  as  long  as  the  system  is  properly 
controlled  bv  the  needed  varieties  of  expert  judgments  m  categorizing, 
selecting,  and  referring  individuals  to  proper  treatment. 

COUNTY  HOSPITALS 
Alcoholics  may  be  sent  to  county  hospitals  for  emergency  care  or 
for  observation  as  a  part  of  court  commitment  proceclure.  There  they 
will  receive  medical  care  but  no  treatment  for  alcoholism.  Figures  for 

Company,  pp.  7-8. 
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1958  for  San  Francisco  and  Sacramento  indicate  that  their  county 
hospitals  cared  for  an  estimated  1,700  to  2,100,  and  770  respectively. 

COUNTY  REHABILITATION  CENTERS 

Counties  may  elect  to  maintain  a  rehabilitation  center  in  connection 
with  the  county  jail.  At  the  present  time,  however,  only  Alameda, 
San  Francisco,  and  Los  Angeles  have  such  centers.  Treatment  is  initi- 
ated by  affidavit  that  the  person  in  question  is  subject  to  inebriety. 
The  magistrate  can  then  issue  a  warrant  for  the  person 's  apprehension. 
If  both  the  person  charged  and  the  medical  examiner  consent  to  his 
placement  in  the  rehabilitation  center,  the  judge  may  order  him  so 
confined  without  further  hearing  or  examination  for  a  period  not 
exceeding  one  year.  The  person  so  confined,  or  his  responsible  relatives, 
are  liable  to  pay  for  his  care  in  accordance  with  their  means. 

INEBRIATE  COLONIES 

An  alternative  method  for  treating  alcoholics  is  provided  by  statute 
but  has  never  been  carried  into  effect.  Welfare  and  Institutions  Code 
Sections  7100-7111  (enacted  in  1939)  provide  for  the  establishment  of 
inebriate  colonies  "to  cure,  rehabilitate,  or  make  self-supporting"  those 
alcoholics  committed.  Commitment  takes  place  by  the  same  procedure 
as  commitment  to  a  mental  hospital. 

VETERANS  ADMINISTRATION  HOSPITALS 

Veterans  Hospitals  at  San  Fernando,  Oakland,  Menlo  Park,  Saw- 
telle,  and  Livermore  provide  care  for  alcoholics. 

NONGOVERNMENTAL  PROGRAMS 

A  great  number  of  existing  programs  dealing  with  alcoholism  are 
nongovernmental.  The  most  noted  of  these  is  Alcoholics  Anonymous 
and  the  Salvation  Army.  In  September  1960  a  five-year  $300,000  fed- 
eral grant  was  approved  to  set  up  research  studies  of  alcoholics  as 
part  of  the  Salvation  Army's  rehabilitation  program,  with  a  supple- 
mental amount  from  the  Salvation  Army  of  $200,000.  The  project  is 
to  help  the  Army's  Men's  Social  Service  Center  develop  and  evaluate 
both  existing  and  new  techniques  for  rehabilitation  of  alcoholics.^ 

NONGOVERNMENTAL  GROUPS  ENGAGED  IN  ALCOHOLIC 

REHABILITATION  OR  ALCOHOLISM  EDUCATION 

IN  CALIFORNIA 

(Source  :  Division  of  Alcoholic  Rehabilitation, 
State  Department  of  Public  Health) 

I.     ALCOHOLICS   ANONYMOUS 

1.  Total  estimated  members  in  California — ^20,000 

2.  Central  offices 

a.  Los  Angeles    (Southern   California)  12,500   (est.) 

b.  Sacramento    (Central   California)  3,000   (est.) 

c.  San  Francisco    (Northern   California)  5,500   (est.) 

3.  Hospital  and  Institutions  Committee — Northern  and  Southern  California 

4.  (a)   Alanon  (Discussion  group  for  families  of  alcoholics) — statewide 

(b)   Alateen  group   (Discussion  group  for  children  of  alcoholics) — statewide 

«  Calif ornia  Mental  Health  Progress  Bulletin,  Yo\.  1,  No.  5,  September  1960,  p.  1. 
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II.    AFFILIATES   OF   NATIONAL   COUNCIL   ON   ALCOHOLISM 

1.  Western  region  representative,  Carmel   (Mrs.  Mary  Clark) 

2.  Northern  California 

a.  San  Francisco  Council,  San  Francisco 

b.  Santa  Clara  County  Council,  San  Jose 

c.  Monterey  Peninsula  Committee,  Carmel 

d.  Sonoma  County  Council,  Santa  Rosa 

e.  Mendocino  and  Lake  County  Council,  TJkiah  (organizational  status) 

f.  Sacramento  Committee,  Sacramento  (reactivation  sought) 

g.  Santa  Cruz  Committee,  Santa  Cruz  (organizational  status) 
h'.  Alameda  County  Committee,  Oakland  (organizational  status) 
i.'   San  Mateo  County,  San  Mateo  (preliminary  planning) 

3.  Southern  California 

a.  Los  Angeles  Committee,  Los  Angeles 

b.  Pasadena  Committee,  Pasadena 

c.  Long  Beach  Council,  Long  Beach 

d.  San  Diego  Committee,  San  Diego  (organizational  status) 

e.  Santa  Barbara  Committee,  Santa  Barbara 

f.  Orange  Committee,  Anaheim  (provisional) 

III.     TUBERCULOSIS   AND    HEALTH   ASSOCIATIONS 

1.  State  association  subcommittee 

2.  Local  associations 

a.  San  Mateo  County 

b.  Long  Beach 

c.  Yolo  County 

d.  Humboldt  County 

e.  Los  Angeles 

f.  Santa  Clara 

g.  Sonoma  County 
h.  Alameda  County 

IV.     COMMUNITY   WELFARE   COUNCILS 

1.  Northern  California 

a.  San  Francisco 

b.  San  Mateo 

c.  Oakland 

2.  Southern  California 

a.  Los  Angeles 

b.  San  Diego 

V.     SOCIAL   WELFARE    ORGANIZATIONS-VOLUNTARY 

1.  Volunteers  of  America 

a.  Los  Angeles  Men's  Service  Club 

b.  San  Francisco 

2.  Family  and  children's  service  agencies 

3.  Catholic  Social  Service  (San  Francisco,  Los  Angeles) 

4.  Jewish  Family  Service  Agency  (San  Francisco,  Los  Angeles) 

VI.     RELIGIOUS   ORGANIZATIONS 

1.  Episcopal  Church— Northern  California  Diocese,  Los  Angeles  Diocese 

2.  Methodist  Board  of  Temperance— through  community  churches 

3.  Seventh-day  Adventist  Church 

a.  College  of  Medical  Evangelists,  Los  Angeles         ^      ,.       ^       „      „  ^-^      „f 

b.  Loma   Linda   campus,   Institute   of    Scientific   Studies   for   the   Prevention   of 
Alcoholism 

4.  Lutheran  Church  in  America  (statewide) 

5.  Other  denominations  (Roman  Catholic,  Baptist,  Presbyterian,  etc.) 
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6.  Salvation  Army 

a.  San  Francisco  Men's  Service  Center 

b.  Los  Angeles  Harbor  Lights  Corps 

c.  Sacramento 

d.  Oakland 

e.  Fresno 

f.  San  Jose 

7.  Rescue  missions — skid  row  areas  (San  Francisco,  Los  Angeles,  Stockton,  Sacra- 
mento, Fresno) 

VII.     TEMPERANCE   ORGANIZATIONS 

1.  California  Temperance  Federation  (Oakland,  Los  Angeles) 

2.  Women's  Christian  Temperance  Union  (statewide) 

3.  Seventh-day  Adventist  Church  (statewide) 

4.  Methodist  Board  of  Temperance  (statewide) 

Vlil.     ALCOHOLIC   REHABILITATION   RESIDENCES   (HALFWAY   HOUSES) 

1.  Northern  California 

a.  San  Francisco  (5) 

b.  Oakland  (1) 

c.  Sacramento  (2) 

d.  Monterey  (1) 

e.  Modesto  (1) 

2.  Southern  California 

a.  Los  Angeles  (10) 

b.  Long  Beach  (1) 

c.  Pasadena  (2) 

d.  San  Diego  (2) 

e.  Santa  Barbara  (2) 

IX.     PRIVATE   FOUNDATIONS    (NONPROFIT) 

1.  Northern  California 

a.  California  Alcoholism  Foundation  (Modesto) 

b.  Alcoholics  Rehabilitation  Association,  Inc.  (San  Francisco) 

c.  East  Bay  Rehabilitation  Facility,  Inc.  (Oakland,  inoperative) 

2.  Southern  California 

a.  Mary-Lind  Foundation  (Los  Angeles) 

b.  U  and  I  Foundation,  Inc.  (Los  Angeles) 

c.  Crossroads  Foundation  (San  Diego) 

d.  Pathfinders  (San  Diego) 

X.     PROPRIETARY   INSTITUTIONS 
(Licensed  by  State  Department  of  Mental  Hygiene) 

Treatment  of  Mental  lUness  (Primarily  for  Alcoholics) 

1.  Alameda  County  (2) 

2.  Contra  Costa  County  (1) 

3.  Los  Angeles  County  (35) 

4.  Merced  County  (1) 

5.  Napa  County  (1) 

6.  Orange  County  (3) 

7.  Sacramento  County  (1) 

8.  San  Bernardino  County  (1)    (Nonprofit) 

9.  San  Diego  County  (5) 

10.  San  Francisco  (1) 

11.  San  Mateo  County  (3) 

12.  Santa  Barbara  County  (1) 

13.  Santa  Cruz  County  (1) 
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XI.     BUSINESS,   INDUSTRY   AND   LABOR   ORGANIZATIONS 

1.  Licensed  Beverage  Industries,  Inc.,  Los  Angeles 

2.  California  Wine  Institute,  San  Francisco 

3.  Commonwealth  Club  of  California,  San  Francisco 
4    California  Brewers  Association,  San  Francisco 

5.  Personnel  and  Industrial  Relations  Assn.,  San  Francisco,  Los  Angeles 

6.  AFL-CIO  Regional  Offices,  San  Francisco,  Los  Angeles 

7.  North  American  Aviation  Corp.,  Burbank 

8.  Eastman  Kodak  Co.,  Palo  Alto 

9.  Pacific  Telephone  and  Telegraph  Co.,  San  Francisco 

10.  Lockheed  Aircraft  Corp.,  Burbank 

11.  Northrop  Aircraft  Co.,  Hawthorne 

12.  Hughes  Aircraft  Co.,  Culver  City 

XII.     PROFESSIONAL   ASSOCIATIONS   AND   ORGANIZATIONS 
(Independent,  Nongovernmental) 

1.  Medical  and  allied 

a.  California  Medical  Association,  San  Francisco 

b    California  Hospital  Association,  San  Francisco 

e'  California  Academy  of  General  Practice,  San  Francisco 

d    Western  Branch,  American  Public  Health  Association,  San  Francisco 

p"  California  Tuberculosis  and  Health  Assn.,  San  Francisco         ... 

L  Solihe™  and  Southern  California  sections,  American  Psychiatric  Association, 

Oakland.  Los  Angeles 
g.  College  of  Osteopathic  Physicians  and  Surgeons,  Los  Angeles 
h.  College  of  Medical  Evangelists,  Los  Angeles 

2.  Welfare 

a.  California  Conference  of  Social  Work,  San  Jose 

3.  Educational 

a.  University  of  California,  Berkeley,  Los  Angeles 

b.  University  of  Southern  California,  Los  Angeles 

c    Stanford  University,  Stanford  .         t        t        i..c 

1  California  Congress  of  Parents  and  Teachers,  San  Francisco,  Los  Angeles 
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APPENDIX   I 

WITNESSES  TESTIFYING  AT  COMMITTEE   HEARINGS 

November  13,  1959 

John  R.  Philp,  M.D.,  Chief,  Division  of  Alcoholic  Rehabilitation,  State  Department 
of  Public  Health 

Wendell  R.  Lipscomb,  M.D..  Assistant  Chief.  Division  of  Alcoholic  Rehabilitation, 
Department  of  Public  Health 

Vincent  Vandre,  Information  Officer,  Division  of  Alcoholic  Rehabilitation,  Depart- 
ment of  Public  Health 

D.  M.  Bissell,  M.D.,  City  Health  Officer,  San  Jose,  California 

David  S.  Rnbsamen,  M.D.,  Director,  San  Francisco  Adult  Guidance  Center 

A.  Alan  Post,  Legislative  Analyst,  State  of  California 

Mrs.  Trudy  Balm,  California  Tuberculosis  and  Health  Association 

December  15,  1959 

W.  A.  Pearson,  M.D.,  Director,  Los  Angeles  City  Health  Clinic 
J.  B.  Askew,  M.D.,  Director  of  Public  Health,  San  Diego  County 

J.  Howard  Ziemann,  Judge,  Superior  Court,  Los  Angeles;  Member,  Advisory  Com- 
mittee. Division  of  Alcoholic  Rehabilitation 
Mrs.    Robley    Berry,    Legislative    Chairman,    California    Congress    of    Parents    and 

Teachers 
Rev.  William  F.   Copeland,  Chairman,   Committee  on  Alcoholism   of   the   Episcopal 

Diocese  of  Los  Angeles 
Keith   S.   Ditman,   M.D.,   Director,   Alcoholism   Research   Clinic,    P.C.L.A.   Medical 

Center 
Robert  Clifton,  Judge,  Municipal  Court,  Los  Angeles  Judicial  District 
A.  y.  England,  Chief,  Division  of  Corrections,  Los  Angeles  County  Sheriff's  Office 
Maurice  Goulet,  President,  Long  Beach  Council  on  Alcoholism 
Miss  Mary  Clark,  National  Council  on  Alcoholism,  Monterey,  California 
Miss  Laura  McLaughlin,  Executive  Director,  Pasadena  Committee  on  Alcoholism 
Duane  W.  Rolofson,  President,  California  Alcoholism  Foundation,  Modesto 
P.  R.  "Pat"  Wigger,  Founder  and  President,  Mary  Lind  Foundation 
Mrs.  Wynn  Laws,  Executive  Director,  Los  Angeles  Committee  on  Alcoholism 
John  Philp,  M.D.,  Chief,  Division  of  Alcoholic  Rehabilitation,  State  Department  of 
Public  Health 
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LETTER  OF  TRANSMITTAL 

Assembly  Interim  Committee  on  Public  Health 

December  7,  1960 

Honorable  Ralph  M.  Brown,  Speaker,  and 

Members  of  the  Assembly 

Gentlemen:  Your  Assembly  Interim  Committee  on  Public  Health 
created  by  House  Resolution  No.  326  (Assembly  Journal,  June  5, 
1959)  presents  the  attached  report  entitled  "Final  Report  oi  the 
Assembly  Interim  Committee  on  Public  Health,  January  1961. 

This  together  with  reports  of  the  Subcommittees  on  Air  Pollution, 
Alcoholic  Rehabilitation,  Fire  Protection  and  Residential  Safety,  and 
Radiation  Protection,  printed  under  separate  cover,  constitute  a  sum- 
mary of  the  committee  activities  during  the  1959-1961  interim.  Included 
herein  are  reports  of  the  committee  on  the  subjects  of  Pesticide  Resi- 
dues and  Agricultural  Chemicals  in  Foodstuffs,  Restaurant  Sanitation, 

and  Venereal  Diseases.  ,         p      ,     •  i  ..•  a 

The  reports  submitted  contain  recommendations  for  legislation  and 

for  continuing  study  of  certain  subjects  deemed  necessary  by  the  com- 

"^  The' committee  wishes  to  express  special  appreciation  and  thanks  to 
our  former  consultant,  Diana  Clarkson,  for  the  provision  of  much  ot 
the  background  information  and  study  materials  which  assisted  m  the 
compilation  of  these  reports. 

Respectfully  submitted, 
W.  Byron  Rumford,  Chairman  Sheridan  N.  Hegland 

Ronald  Brooks  Cameron,  Vice  Chairman         Milton  Marks 
Glenn  E.  Coolidge  Don  Mulford 

Rex  M.  Cunningham  Howard  J.  Thelin 

Clayton  A.  Dills  Chet  Wolfrum 

W.  S.  Grant 


(5) 


6  ASSEMBLY   INTERIM    COMMITTEE    ON   PUBLIC    HEALTH 

HOUSE  RESOLUTION  No.  326 

Kelative  to  constituting'  certain  standing  committees  of 
the  Assembly  as  interim  committees 

Resolved  ly  the  AssemUy  of  the  State  of  California,  as  follows : 

1.  The  following  standing  committees  of  the  Assembly  are  hereby 
constituted  Assembly  interim  committees  and  are  authorized  and  di- 
rected to  ascertain,  study  and  analyze  all  facts  relating  to  (1)  the 
subjects  and  matters  assigned  to  them  by  this  resolution;  (2)  any  sub- 
jects or  matters  referred  to  them  by  the  Assembly;  (3)  any  subjects 
or  matters  related  to  (1)  or  (2)  which  the«  Committee  on  Eules  shall 
assign  to  them  upon  request  of  the  Assembly  or  upon  its  own  initiative : 

(r)  The  Committee  on  Public  Health  is  assigned  the  subject  matter 
of  the  Health  and  Safety  Code  and  the  subject  matter  of  the 
healing  arts  in  the  Business  and  Professions  Code,  all  uncodified 
laws  relating  thereto,  and  other  matters  relating  to  the  public 
health, 

2.  Each  of  the  above  committees  shall  consist  of  the  members  of  the 
Assembly  standing  committee  on  the  same  subject  for  the  1959  Regu- 
lar Session.  The  chairman  and  vice  chairman  shall  be  the  chairman  and 
vice  chairman  of  the  standing  committees.  Vacancies  occurring  in  the 
membershii)  of  the  committee  shall  be  filled  by  the  appointing  power. 

3.  Each  committee  is  authorized  to  act  during  this  session  of  the 
Legislature,  including  any  recess,  and  after  final  adjournment  until 
the  commencement  of  the  1961  Regular  Session,  with  authority  to  file 
its  final  report  not  later  than  the  fifth  calendar  day  of  that  session. 
All  reports  shall  be  printed  out  of  the  funds  allocated  to  said  com- 
mittee and  shall  be  in  the  form  prescribed  by  the  Rules  of  the  Assembly 
and  the  Committee  on  Rules. 

4.  Each  committee  and  its  members  shall  have  and  exercise  all  the 
rights,  duties  and  powers  conferred  upon  investigating  committees 
and  their  members  by  the  provisions  of  the  Joint  Rules  of  the  Senate 
and  Assembly  and  of  the  Standing  Rules  of  the  Assembly  as  they  are 
adopted  and  amended  from  time  to  time  at  this  session,  which  provi- 
sions are  incorporated  herein  and  made  applicable  to  this  committee 
and  its  members. 

5.  Each  committee  has  the  following  additional  powers  and  duties : 

(a)  To  contract  with  such  other  agencies,  public  or  private,  as  it 
deems  necessary  for  the  rendition  and  affording  of  such  services,  facili- 
ties, studies  and  reports  to  the  committee  as  will  best  assist  it  to  carry 
out  the  purposes  for  which  it  is  created. 

(b)  To  co-operate  with  and  secure  the  co-operation  of  county,  city, 
city  and  country,  and  other  local  law  enforcement  agencies  in  investi- 
gating any  matter  within  the  scope  of  this  resolution  and  to  direct  the 
sheriff  of  any  county  to  serve  subpoenas,  orders  and  other  process 
issued  by  the  committee. 

(c)  To  report  its  findings  and  recommendations  to  the  Legislature 
and  to  the  people  from  time  to  time  and  at  any  time,  not  later  than 
herein  provided. 
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(d)  To  do  ail}-  and  all  other  things  necessary  or  convenient  to  enable 
it  fully  and  adequately  to  exercise  its  powers,  perform  its  duties,  and 
accomplish  the  objects  and  purposes  of  this  resolution. 

6.  No  subcommittee  chairman  shall  be  appointed  by  the  chairman  of 
any  interim  committee  or  otherwise  except  upon  prior  written  consent 
of  the  Committee  on  Rules  or  the  Speaker. 

7.  No  consultants,  staff  members,  or  other  employees  may  be,  emr 
ployed  by  any  interim  committee  except  upon  prior  written  approval  of 
the  Committee  on  Rules. 

8.  No  contracts  for  goods  or  services  or  otherwise  may  be  negotiated 
or  entered  into  by  any  interim  committee  without  the  prior  written 
approval  of  the  Committee  on  Rules. 

9.  No  committee  or  any  member  or  employee  thereof  may  travel  out- 
side the  State  on  committee  business  without  the  prior  written  consent 
of  the  Committee  on  Rules  or  the  speaker  in  each  case. 

10.  Within  30  days  after  the  adoption  of  this  resolution,  each  interim 
committee  shall  file  with  the  Rules  Committee  a  proposed  work  schedule 
program  report  setting  forth  the  specific  matters  it  is  contemplated  the 
committee  shall  study  and  report  upon,  which  program  may  be  supple- 
mented from  time  to  time,  and  which  report  shall  also  contain  the  per- 
sonnel or  staff  needed  for  said  committee  and  the  estimated  expenses  of 
said  committee  for  the  period  June  19,  1959  to  March  19,  1960. 

11.  In  order  to  prevent  duplication  and  overlapping  of  interim 
studies  between  the  various  interim  committees  herein  created,  no  com- 
mittee shall  commence  the  study  of  any  subject  or  matter  not  spe- 
cifically authorized  herein  or  assigned  to  it  unless  and  until  prior 
written  approval  thereof  has  been  obtained  from  the  Committee  on 
Rules  or  the  Speaker. 

12.  Each  interim  committee  shall  file  with  the  Assembly  a  brief  gen- 
eral preliminary  or  progress  report  of  its  activities  on  or  before  the 
twentieth  calendar  day  of  the  1960  Budget  Session  of  the  Legislature. 

13  Each  interim  committee  shall  file  its  final  report  with  the  Assem- 
bly on  or  before  the  fifth  calendar  day  of  the  1961  Regular  Session  of 
the  Legislature. 

14.  The  sum  of  four  hundred  fifty  thousand  dollars  ($450,000)  or  so 
much  thereof  as  may  be  necessary  is  hereby  made  available  from  the 
Contingent  Fund  of  the  Assembly  for  the  expenses  of  the  above  com- 
mittees and  their  members  and  for  any  charges,  expenses  or  claims  they 
may  incur  under  this  resolution.  The  Committee  on  Rules  shall  allocate 
from  the  above  sum  to  each  committee  created  by  this  resolution  such 
amount  as  the  Committee  on  Rules  from  time  to  time  deems  appropri- 
ate and  sufficient  to  carry  out  the  duties  assigned  to  each  such  commit- 
tee. After  allocations  have  been  made  by  the  Committee  on  Rules  to  a 
committee  pursuant  to  this  resolution,  the  Committee  on  Rules  shall  not 
thereafter  reduce  or  revert  any  funds  or  portions  thereof  so  allocated. 
The  original  amount  so  allocated  shall  be  for  expenses  for  the  period 
June  20,  1959,  to  March  20,  1960.  Funds  not  to  exceed  the  amount  so 
allocated  shall  be  paid  from  the  said  Contingent  Fund  and  disbursed. 
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after  certification  by  the  Chairman  of  the  respective  committees,  upon 
warrants  drawn  by  the  State  Controller  upon  the  State  Treasurer. 

By  authorization  of  the  above  resolutions,  the  Assembly  Rules  Com- 
mittee by  letter  dated  July  24,  1959,  allocated  the  sum  of  $20,000  to 
the  Assembly  Interim  Committee  on  Public  Health  to  finance  the  com- 
mittee operations  from  July  1,  1959  through  March  20,  1960.  For  the 
period  March  21  through  December  31,  1960,  an  augmentation  of 
$22,000  was  approved  by  the  Rules  Committee  on  April  11,  1960. 


INTRODUCTION 

The  Assembly  Interim  Committee  on  Public  Health,  authorized  by 
House  Resolution  No.  326,  1959,  organized  into  working  subcommittees 
during  the  1959-61  interim  to  study  the  variety  of  subjects  referred  to 
it  by  the  1959  Legislature. 

The  subcommittees,  their  members  and  the  public  hearings  held  by 
each  subcommittee  are  listed  here : 
8 ul) committees  and  Memhers  Dates  of  Hearmgs     Location 

Air  Pollution 

Ronald  Brooks  Cameron,  Chairman 

Clayton  Dills 

Milton  Marks 

Don  Mulford 

W.  Byron  Rumford 

Chet  Wolfrum 

Alcoholic  Behalilitation November  13,  1959     Berkeley 

December  15,  1959     Los  Angeles 
Glenn  E.  Coolidge,  Chairman 
Ronald  Brooks  Cameron 
Rex  M.  Cunningham 
Clayton  A.  Dills 
Sheridan  N.  Hegland 
Milton  Marks 
Howard  J.  Thelin 

Environmental  Safety 

Clayton  M.  Dills,  Chairman 
Rex  M.  Cunningham 
Sheridan  N.  Hegland 
W.  S.  Grant 
Howard  J.  Thelin 

Fire  Protection  and  Residential  ^    ,    , 

Safetii __November4,  1959       Berkeley 

December  18,  1959     Los  Angeles 

Don  Mulford,  Chairman 
Rex  M.  Cunningham 
AV.  S.  Grant 
Sheridan  N.  Hegland 
W.  Byron  Rumford 
Chet  Wolfrum 
Pesticide  Residues  and  Agricultural 

Chemicals  in  Foodstuff s^^^^-  July  20,  1960  Sacramento 

(Full  Public  Health  Committee) 

(9) 
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Radiation  Protection August  18,  19,  I960  Los  Angeles 

October  6,  7,  1960      Sacramento 
November  15,  16, 

1960  Los  Angeles 

W.  Byron  Rumford,  Chairman 
Ronald  Brooks  Cameron 
W.  S.  Grant 
Milton  Marks 
Don  Mulford 
Howard  J.  Thelin 
Chet  Wolf  rnm 


PESTICIDE  RESIDUES  AND  AGRICULTURAL 
CHEMICALS  IN  FOODSTUFFS 


PESTICIDE   RESIDUES  AND  AGRICULTURAL  CHEMICALS 

!N   FOODSTUFFS 

COMMITTEE  INTEREST 

The  developirent  and  use  of  agricultural  chemicals  and  pesticides  is 
of  major  importance  to  the  agricultural  economy  of  California.  Ihis 
committee  is  concerned  with  the  chemical  residues  m  food  products  and 
their  significance  to  the  public  health  and  safety. 

AJR  2  introduced  during  the  1960  Session  of  the  Legislature 
requested  the  U.S.  P^od  and  Drug  Administration  to  announce  analyti- 
cal methods  and  their  sensitivities  on  which  zero  tolerances  or  'no 
residue"  usage  are  based.  This  measure  was  referred  to  the  Assembly 
Interim  Committee  on  Public  Health,  and  a  hearing  was  held  m 
Sacramento  Julv  20,  1960,  at  which  representatives  of  state  and  tecl- 
eral  agencies  and  agricultural  industries  presented  testimony. 

FINDINGS 

1  There  is  adequate  existing  legal  authority  vested  in  each  of  the 
agencies  involved  to  fully  protect  the  public  from  residual  contamina- 
tion by  agricultural  chemicals  or  pesticides. 

2  Confusion  has  arisen  over  interpretation  of  zero  tolerances  vs.  no 
tolerances  but  can  be  resolved  by  further  clarification  of  the  law  and 
regulations. 

3  In  spite  of  obvious  merits  of  new  laws  controlling  the  presence  of 
added  chemicals  in  foods,  complex  interrelationships  betw^een  the  pro- 
grams of  the  Departments  of  Agriculture  and  Public  Health,  as  well 
as  with  their  federal  counterparts,  have  resulted. 

4  The  recent  incidences  causing  public  concern  relative  to  cancer 
producing  additives  in  fcod  products  have  accelerated  a  program  ot 
education  in  the  proper  use,  as  well  as  the  benefits  and  hazards  of 
agricultural  chemicals  bv  County  Agricultural  Commissioners,  the  Uni- 
versitv  of  California,  the  federal  and  state  government  agencies,  and 
varioils  segments  of  the  agricultural,  entomological  and  chemical 
industry. 

5  A  co-ordinated  effort  has  been  undertaken  to  adopt  parallel  toler- 
ances for  federal  and  state  regulations  to  facilitate  movement  ot  mer- 
chandise interstate. 

CONCLUSIONS 

1  That  a  continuing  studv  of  agricultural  chemicals  as  they  are  used 
in  the  o-rowing  and  processing  of  foodstuffs  be  conducted  by  the  Legis- 
lature in  view  of  the  ever  changing  technological  developments  m  this 
field. 

2  That  the  sum  total  of  benefits  to  the  people  of  this  State  result- 
ing from  the  use  of  agricultural  chemicals  is  in  terms  of  hundreds  ot 

(13) 


14  ASSEMBLY    INTERIM    COMMITTEE    ON    PUBLIC    HEALTH 

millions  of  dollars  per  year  coupled  with  the  preservation  of  a  more 
healthful,  insect  free,  pattern  of  outdoor  living. 

3.  That  stringent  legal  restrictions  and  public  resistance  to  the 
proper  utilization  of  agricultural  chemicals  may  seriouslj^  hamper  ade- 
quate research  and  development  of  pesticides  by  industry.  Therefore, 
further  research  either  by  the  University  of  California  or  an  impartial 
research  organization  is  needed  to  meet  the  obligations  and  the  responsi- 
bility implied  in  the  existing  laws  to  safeguard  the  public  health. 

Recent  State  Actions 

Food  Additive  Amendment — California  has  a  Pure  Foods  Act  which 
is  virtually  identical  to  the  federal  la^^^.  The  California  law  was 
amended  in  1959.  Pertinent  sections  are  26465-66,  26470-71,  and 
26542.1  of  the  Health  and  Safety  Code. 

Assembly  Joint  Resolution  No.  2,  1960  Regular  Session,  relating  to 
pesticidal  residue  in  agricultural  products  and  requests  the  United 
States  Food  and  Drug  Administration  to  announce  analytical  methods 
and  their  sensitivities  on  which  zero  tolerances  are  based,  was  referred 
to  the  Assembly  Interim  Committee  on  Public  Health  for  study. 

The  1960  Legislature  augmented  the  budgets  of  both  the  Department 
of  Agriculture  and  the  University  of  California  with  respect  to  spray 
residue  research  and  enforcement  programs.  An  augmentation  of 
$144,276  was  made  for  the  Department  of  Agriculture,  and  $171,476 
to  the  university. 

The  State  Department  of  Agriculture  under  date  of  August  2,  1960, 
issued  an  announcement  No.  EP-105,  on  the  subject  of  regulations  con- 
cerning spray  residue  as  follows  : 

"NOTE  :  Pursuant  to  hearing,  tolerances  and  exemptions  liave  been  established 
for  pesticide  chemicals  in  or  on  produce  which  conform,  so  far  as  possible,  with 
like  tolerances  established  under  provisions  of  the  Federal  Food,  Drug  and  Cosmetic 
Act  on  produce  in  interstate  commerce." 

Discrepancies  which  had  existed  relating  to  dairy  products  have  now 
been  resolved  by  the  adoption  of  the  following  sections : 

"Section  2490.99  establishes  the  tolerance  for  all  pesticides  in  milk 
and  cream  at  zero. 

"Section  2490.100  establishes  the  tolerance  for  DDT  in  or  on  produce 
sold  for  feeding  dairy  animals  at  0.5  part  per  million." 

The  regulations  were  filed  with  the  Secretary  of  State  on  July  29, 
1960,  and  became  effective  on  August  29,  1960. 

Governor's  Special  Committee  on  Public  Policy  Regarding  Agricultural 
Chemicals 

Grovernor  Brown  appointed  a  15-member  public  policy  committee  to 
survey  the  use  of  agricultural  chemicals  in  food  on  June  23,  1960. 
The  committee  was  directed  to  establish  clear  consistent  public  policy 
relating  to  the  use  of  pesticides  and  chemical  residues.  The  first  meet- 
ing of  the  committee  was  held  on  July  14  in  Sacramento.  The  Governor 
has  requested  a  final  report  from  the  committee  by  January  1,  1961. 

The  following  are  members  of  the  committee : 

Chaintian:  Dr.  Emil  M.  Mrak,  formerly  Professor  of  Food  Technology  and  Micro- 
l)iology,  University  of  California,  and  now  Chancellor  of  the  Davis  Campus  at 
Davis. 


ASSEMBLY    INTERIM    COMMITTEE    ON    PUBLIC    HEALTH  15 

Secretary:   William    E.   Warne,    Director,   California   Department   of   Agriculture, 
Sacramento. 

Dr    Charles  E    Hine,  Toxicologist.  City  and  County  of  San  Francisco  and  Pro- 
fessor of  Pharmacology,  University  of  California  Medical  School,  San  Francisco. 

Louis  A.  Rozzoni,  President,  California  Farm  Bureau  Federation,  Berkeley. 

George  A.   Gooding,   Vice  President,   California  Packing   Corporation,    San   Fran- 
cisco. 

Dr.  Elwyn  Turner,  Health  Officer  of  Santa  Clara  County,  Santa  Clara. 

Dr.    Clinton    Thienes,    Toxicologist    and    Professor    of    Toxicology,    University    of 
Southern  California  School  of  Medicine,  San  Marino. 

Dr.  Daniel  Aldrich,  Dean  of  College  of  Agriculture  and  member  of  State  Board 
of  Agriculture,  Berkeley. 

Dr.  Ralph  C.  Teall,  Vice  Chairman  of  the  Council  of  the  California  Medical  Asso- 
ciation, Sacramento. 

Dr.  Wendell  Griffith,  Chairman,  Department  of  Physiological  Chemistry,  School 
of  Medicine,  University  of  California,  Los  Angeles. 

John  Watson,  President,  State  Board  of  Agriculture,  Petaluma. 

Dr.  Agnes  Fay  Morgan,  Emeritus  Professor  of  Nutrition,  University  of  Califor- 
nia, Berkeley.  . 

Dr  Rosemarie  Ostwald,  Associate  in  Nutrition,  Department  of  Nutrition,  Agricul- 
tural Experiment  Station,  University  of  California,  Berkeley. 

Mrs    Helen  E.  Nelson,  State  of  California  Consumer  Counsel,   Sacramento. 

Dr.  Malcolm  H.  Merrill,  Director,  State  Department  of  Public  Health,  Berkeley. 

California  is  a  Major  User  of  Agriculfurai  Chemicals 

California  leads  the  nation  in  cash  income  from  agriculture  and  iises 
about  one-fifth  of  all  agricultural  pesticides.  The  quantity  and  quality 
of  agricultural  crops  with  the  use  of  chemicals  becomes  even  more  im- 
portant when  we  recognize  the  State's  rapid  increase  m  population 
resulting  in  the  loss  of  much  of  our  land  use  for  agricultural  purposes. 
Increased  productivity  is  brought  about  by : 

1.  Scientific  use  of  fertilizers. 

2.  Use  of  chemicals  to  keep  food  crops  free  from  infestation  by  in- 
sects and  contamination  by  rodents. 

3.  Use  of  chemicals  to  control  insects  and  animals  which  transmit 
disease  to  humans  or  interfere  with  human  comfort. 

Dr.  John  Swift,  Extension  Entomologist,  University  of  California, 
Berkeley,  in  his  testimony  before  the  committee  stated : 

"This  improvement  in  production  has  been  brought  about  by 
several  factors  such  as  improved  seed  and  fertilizing  practices, 
better  equipment,  etc.,  but  the  single  most  important  factor  has 
been  the  use  of  pesticides.  Since  1945  when  DDT,  2,4-D  and  other 
chemicals  became  available  for  use,  great  production  increases  have 
occurred  in  most  crops." 

Nematode  control  in  certain  parts  of  the  San  Joaquin  Valley  has 
increased  the  yield  of  cotton  up  to  one  bale  (500  pounds)  per  acre. 
Alfalfa  seed  production  has  increased  144  percent  since  DDT  and  other 
chemicals  have  been  used  in  pest  control.  In  the  years  1944  to  IJoz!, 
onion  production  rose  from  250  sacks  per  acre  to  375  sacks;  potatoes 
increased  from  150  bushels  per  acre  to  250  bushels ;  tomatoes  rose  from 
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6  tons  to  10  tons  per  acre,  and  milk  production  increased  from  4,700 
pounds  of  milk  per  cow  to  5,300  pounds  per  cow  in  this  period.^ 

An  indication  of  the  extensive  use  of  agricultural  chemicals  is  that 
almost  all  crops  grown  in  the  State  are  treated  with  pesticides,  and 
some  crops  receive  several  treatments  during  the  growing  season.  The 
annual  Faini  Lalor  Report  published  by  the  Department  of  Employ- 
ment shows  a  total  of  8,624,101  acres  of  land  were  under  cultivation 
during  1959.  Mr.  William  E.  AVarne,  Director  of  the  State  Department 
of  Agriculture,  testified  that  7^  million  acres  were  treated  by  commer- 
cial agricultural  pest  control  operators  with  one  or  several  of  the 
14,867  registered  pesticide  products.  Some  acreages  were  duplicated 
and  were  treated  more  than  once.  ^ 

In  addition,  it  is  estimated  that  farmers  treated  five  million  acres 
with  their  own  equipment  and  labor.  These  figures  represent  acre 
treatments ;  that  is,  a  100-acre  farm  treated  three  times  would  be  re- 
ported as  300  acres.  Therefore,  the  total  acreage  reported  is  greater 
than  the  almost  nine  million  acres  of  cropland  under  cultivation.  In 
1959  California  produced  a  total  of  1,925,135,000  tons  of  fruit,  nuts, 
vegetables  and  field  crops — the  highest  on  record.- 

Care  is  Needed  to  Insure  Their  Safe  Use 

The  development  and  introduction  of  many  new  pesticide  chemicals 
since  World  AVar  II  focused  attention  on  the  need  for  control  to  pro- 
tect against  possible  misuse.  AVhen  improperly  used,  pesticides  may  be 
left  as  harmful  residue  on  the  plants,  and  such  contamination  of  raw 
agricultural  commodities  and  foodstuffs  may  be  deleterious  to  human 
health.  Mention  should  also  be  made  of  other  possible  dangers  from 
their  misuse.  These  include  adverse  effects  of  broad-scale  application 
to  wildlife  populations,  the  possibilities  of  acute  poisoning  of  domestic 
animals  and  humans  during  application  of  pesticides,  spray  and  dust 
drift  problems  which  may  damage  neighboring  crops,  and  the  emer- 
gence of  strains  of  organisms  resistant  or  tolerant  to  control  measures. 

Public  fear  and  confusion  has  resulted  from  recent  publicity  about 
pesticides  and  food  additives  and  actions  of  the  federal  government. 
One  of  the  most  publicized  incidences  was  the  confiscation  by  the  Fed- 
eral Food  and  Drug  Administration  of  about  3,000,000  pounds  of 
cranberries  because  it  was  found  they  carried  residue  of  a  carcenogenic 
weed  killer    (Aminotriazole). 

Mr.  McKay  McKinnon,  Jr.,  Director  of  San  Francisco  District,  Food 
and  Drug  Administration,  Department  of  Health,  Education  and  Wel- 
fare, answered  the  committee's  query  by  relating  some  of  the  factors 
leading  up  to  the  confiscation.-^ 

1.  Aminotriazole,  which  is  a  very  eifective  weed  killer,  used  in  1957 
in  the  northwest  to  produce  about  3,000,000  pounds  of  cranberries, 
was  not  registered  Avith  the  U.S.  Department  of  Agriculture  for  use 
for  such  purpose,  nor  for  any  food  crop. 

1  Testimony,  Dr.  John  Swift,  Extension  Entomologist,  University  of  California,  before 

Assembly   Interim   Committee   on   Public  Health,   Hearing,   July   20,   1960,   pp.   4G 
and  47. 
-  Table   II,    Annual   Farm   Labor   Report,    State   Department   of   Emplo\  ment,   August, 
1960,  p.  6. 

2  Testimon.\ ,   McKay  McKinnon,  Jr.,  Director,   San  Francisco  District,  Food  and  Drug 

Admini.stration,   Department  of  Health,  Education  and  Welfare,  before  Assembly 
Interim  Committee  on  Public  Health,  Hearing  July  20,  1960,  pp.  32-35. 
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2.  This  agent  was  used  during  the  growing  season,  and  at  time  of 
harvest  it  was  discovered  that  without  loss  of  chemical  identity  the 
Aminotriazole  had  translocated  in1o  the  cranberries  from  the  areas 
where  it  had  been  applied. 

3.  Section  402  of  the  Food,  Drug  and  Cosmetic  Act,  passed  in  1938, 
forbids  the  addition  of  deleterious  materials  and  poisons  to  food.  Such 
agents  may  be  added  but  only  under  specific  sanctions  through  the 
establishment  of  tolerances  or  the  sanctions  extended  by  the  Miller 
Food  Additives  Amendment. 

4.  Growers  conducted  studies  and  produced  data  which  indicated 
that  if  Aminotriazole  were  used  as  a  weed  killer  on  cranberry  bogs 
not  more  than  10  days  after  harvest  there  would  be  no  detectable 
residue  of  Aminotriazole  in  the  next  crop,  and  on  that  basis  the  Secre- 
tary of  Agriculture  in  1958  registered  Aminotriazole  for  this  purpose. 

5.  Studies  to  determine  the  safe  level  of  use  for  this  chemical  were 
necessarily  conducted,  and  early  in  1959  the  results  were  submitted 
to  the  U.S.  Food  and  Drug  Administration.  They  v/ere  evaluated  under 
the  Miller  Amendment  and  it  was  found  that  of  the  several  levels  of 
feed  of  Aminotriazole  to  test  animals,  the  Aminotriazole  produced 
cancer  in  the  test  animals  at  the  lowest  level  fed;  i.e.,  at  a  level  of 
10  parts  per  million. 

6  The  U.S.  Food  and  Drug  Administration  would  grant  no  toler- 
ance for  Aminotriazole  under  the  Miller  Amendment,  and  declared  a 
zero  tolerance  for  this  agent. 

7.  The  cranberries  containing  Aminotriazole  which  were  founcl  in 
California  were  seized  and  destroyed  by  court  order  by  the  United 
States  Marshal. 

8.  Action  was  not  taken  under  the  Food  Additives  Amendment  but 
under  the  general  Section  402,  which  has  not  been  changed  once  snice 
the  law  was  passed  in  1938,  forbidding  the  addition  of  deleterious 
materials  and  poisons  to  food. 


FEDERAL  LAWS 

Insecficide,  Fungicide  and  Rodenticide  Act,  1947 

This  act,  designed  to  control  the  marketing  of  pesticide  chemicals 
moving  in  interstate  commerce.,  stipulates  the  type  of  labeling  required 
on  such  products. 

Eegistration  of  Economic  Poisons.  Requires  the  registration  of  eco- 
nomic poisons  which  move  in  interstate  commerce  intended  for  use  as 
insecticides,  fungicides,  rodenticides,  herbicides,  nematocides,  plant 
regulators,  defoliants  and  desiccants.  Registration  is  a  device  to  bring 
the  economic  poison  to  the  attention  of  the  Department  of  Agriculture 
and  furnishes  an  opportunity  to  correct  faulty  labeling,  but  does  not 
indicate  the  department's  approval  or  recommendation. 

Analyzing  and  Testing.  The  Department  of  Agriculture  collects, 
analyzes  and  tests  economic  poisons  to  determine  whether  or  not  they 
are  meeting  the  requirements  of  the  act. 
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FOOD,  DRUG,  AND  COSMETIC  ACT 
The  Miller  Pesiicide  Residue  Amendment,  (Public  Law  83-518)  1954 

This  amendment  requires  the  pretesting  of  a  pesticide  chemical  be- 
fore it  can  be  used  on  food  crops.  It  establishes  a  procedure  for  setting 
tolerances  for  pesticide  residues  which  may  remain  on  raw  agricul- 
tural commodities  when  they  are  shipped.  The  manufacturer  must 
provide  the  department  with  scientific  data  relative  to  the  product's 
usefulness  in  agriculture  as  well  as  its  toxic  effects  on  laboratory  ani- 
mals. From  this  data  and  their  own  research  the  Federal  Food  and 
Drug  Administration  sets  a  tolerance  on  the  maximum  amount  of 
residue  which  may  remain  in  or  on  the  food  crop  when  it  enters  inter- 
state commerce.  The  tolerance  for  all  chemicals  for  which  a  specific 
level  is  not  established  is  zero.  Foods  bearing  more  than  the  established 
tolerance  are  subject  to  seizure,  and  persons  responsible  for  the  exces- 
sive residue  are  subject  to  fine. 

The  Food  Additives  Amendment  (Public  Law  85-929)  1958 

This  amendment  requires  manufacturers  to  conduct  tests  of  food 
additives  not  generally  recognized  as  safe,  to  prove  they  are  safe  before 
being  put  in  the  food  supply  rather  than  being  proved  harmful  after 
being  put  in  the  food  supply.  Prior  to  the  amendment  the  F.D.A. 
could  not  prohibit  the  use  of  a  questionable  or  untested  chemical  until 
it  could  be  proved  deleterious  in  court. 

One  of  the  difficulties  which  has  arisen  in  enforcement  of  the  Miller 
Amendment  is  the  establishment  of  other  than  finite  tolerances.  When 
zero  tolerances  are  established  for  a  given  pesticide  on  a  particular 
commodity  and  use  of  the  pesticide  on  the  commodity  is  legally  per- 
mitted, the  amount  allowed  is  determined  by  the  sensitivity  of  the 
analytical  method.  Exemptions  from  the  necessity  of  a  tolerance  are 
also  pronounced  by  the  Food  and  Drug  Administration.  Still  another 
category,  "no  tolerance,"  which  means  that  to  date  no  tolerance  has 
been  petitioned  or  established,  is  permissible  but  can  be  interpreted  to 
be  the  same  as  a  zero  tolerance. 

Misunderstanding  is  greatest  on  foods  said  to  comply  with  the  zero 
tolerance  in  that  they  may  be  thought  to  be  safer  than  the  foods  com- 
plying with  a  finite  tolerance,  such  as  one  part  per  million  or  five  parts 
per  million.  Testimony  presented  indicated  that  if  the  pesticide  can 
be  used  safely,  it  is  possible  to  ascribe  a  finite  and  safe  tolerance  of 
its  residue,  however  small  this  may  be,  but  never  zero. 

A  summary  *  given  by  Willard  E.  Baier,  Manager  of  the  Research 
Department,  Sunkist  Growers,  outlines  his  thinking  on  the  Miller 
amendment : 

"1.  The  Miller  amendment  provides  for  safe  use  of  necessary  pes- 
ticides. 

"2.  Safe  use  as  so  provided  accrues  from  the  basic  requirement  of 
thorough  pretesting  before  new  pesticides  may  be  offered  com- 
mercially. 


*  Testimony,    Willard    E.    Baier,    Manager,    Research    Dept.,    Sunkist    Growers,    before 
Assembly  Interim  Committee  on  Public  Health,  Hearing,  July  20,  1960,  p.   107. 
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"3.  Agricnltiii-e  is  vitally  interestod  in  the  continuous  functioning 
of 'this  basic  concept  or  spirit  of  the  law ;  that  is,  predetermination 
of  safety. 

"4.  Pretesting,  applied  in  this  way,  determines  ^^■hether  a  material 
can  be  safely  used  and  only  if  it  can  be  so  used  is  it  permitted. 

"5.  If  permitted,  finite  tolerances,  not  zero  tolerance,  should  be  estab- 
lished for  all  foods  which  have  any  direct  or  indirect  contact 
with  the  pesticide  in  question. 

"6.  Zero  tolerances  are  ambiguous,  uiienforceable,  are  not  possible 
of  compliance,  encourage  misrepresentations  and  generally  are 
destructive  to  the  purpose  and  spirit  of  the  Miller  amendment. 

STATE  LAWS 
Agriculture  Code 

1.  The  Spray  Residue  Article  (Sees.  1010-1014) 

Setting  Tolerances.  The  Director  of  the  Department  of  Agriculture 
may  establish  tolerances  for  any  pesticide  chemical  if  it  is  found  (1) 
useful  for  production  or  marketing  of  a  produce  and  (2)  not  [leiet^ri- 
ous  in  amounts  below  the  tolerance  to  human  or  animal  health,  ihe 
Bureau  of  Chemistry  which  administrates  this  article  states  that  m 
enforcement  of  the  law,  it  analyzes  approximately  250  samples  a  month 
of  produce  offered  for  sale  in  wholesale  and  retail  markets. 

2.  The  Economic  Poisons  Article  (Sees.  1061-1079) 

This  article  controls  the  entry  of  all  economic  poisons  into  the  market 
and  requires  registration  by  the  department  before  it  can  be  ottered 
for  sale  in  the  State.  Registration  is  denied  if  the  economic  poison  is 
adulterated,  misbranded,  valueless,  detrimental  to  vegetation,  except 
weeds,  domestic  animals  or  to  the  public  health  and  safety  when  prop- 

Licensing  provisions  require  each  manufacturer,  importer  or  dealer 
in  economic  poisons  to  obtain  a  license  by  means  of  application  for 
each  labeled  product  and  payment  of  fees.  A  statement  of  the  brands 
trademarks  and  kinds  of  economic  poisons  intended  to  be  manutactured 
or  sold,  the  correct  name  and  percentage  of  each  active  ingredient,  and 
the  total  percentage  of  each  active  ingredient  as  well  as  the  inert  ingTe- 
dients  are  required.  We  are  aware  of  no  other  class  of  product  that 
is  required  to  have  the  label  fully  reviewed  before  the  product  can 
be  sold. 
3.  Agricultural  Pest  Control  Business  Article  (Sees.  160.1-160.95) 

Pest  Control  Licenses.  All  agricultural  pest  control  operators  who 
apply  pesticides  for  hire  must  be  licensed. 

Countij  Pest  Control  Eegistration.  Each  operator  must  register 
with  the  county  agricultural  commissioner  m  each  county  m  whicn  lie 
operates. 

Aerial  Crop  Dusting  Certificates.  Before  a  person  can  operate  an 
airplane  in  the  business  of  pest  control,  he  must  obtain  a  certificate. 
Certificates  are  granted  following  passage  of  a  written  examination, 
supervised  experience  and  the  completion  of  an  apprenticeship. 
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Imporiance  of  Licensed  Operators.  It  is  estimated  that  such  opera- 
tors treat  two-thirds  of  all  acreage  that  is  treated  with  pesticides  in 
California.  Approximately  1,300  firms  now  hold  agricultural  pest  con- 
trol operators'  licenses.  Four-fifths  of  all  the  acres  treated  by  licensed 
operators  are  treated  by  aircraft.  About  200  firms  use  aircraft  in  their 
businesses,  and  about  450  pilots  and  150  apprentice  pilots  are  certified. 

4.  Injurious  Materials  Article  (Sees.  1080-1080.9) 

Defined.  Certain  types  of  agricultural  chemicals  (as  found  and  de- 
termined by  the  director  to  be  injurious  to  persons,  animals  or  crops 
other  than  the  pest  or  vegetation  it  is  designed  to  control)  are  placed 
by  the  director  in  a  special  injurious  materials  category.  The  director 
after  investigation  and  hearing  adopts  special  rules  and  regulations 
regarding  their  uses.  Pesticides  classified  as  injurious  materials  can 
only  be  bought  and  applied  by  persons  holding  a  permit  from  the 
county  agricultural  commissioner. 

HEALTH  AND  SAFETY  CODE 
P-jie  Foods  Act 

Food  additive  amendments — California  has  a  Pure  Foods  Act  which 
is  virtually  identical  to  the  federal  law.  Pertinent  sections  of  the  act 
are  Sections  264G5-66,  26470-71  and  26542.]. 

These  amendments  accomplish  far-reaching  changes  in  the  method  of 
controlling  the  presence  of  added  chemicals  in  foods,  and  bring  about 
new  interrelationships  among  the  programs  of  the  Departments  of 
Agriculture,  Public  Health  and  their  federal  counterparts.  The  basic 
concept  of  these  amendments  is  that  chemicals  in  foods  may  serve  a 
useful  purpose.  Consequently,  regulations  governing  tolerances  for  the 
planned  use  of  chemicals  must  be  established. 

Dr.  H.  C.  Pulley,  Assistant  Director  of  the  State  Department  of 
Public  Health,  in  his  presentation  ''  before  the  committee  stated : 

"In  spite  of  their  obvious  merits,  these  changes  result  in  a  num- 
ber of  extremely  critical  problems  that  demand  immediate  atten- 
tion. For  example.  Section  26465  of  the  California  Pure  Foods  Act 
defines  food  additive  so  as  to  exclude  a  pesticide  chemical  on  a  raw 
agricultural  product.  Consequently,  the  Department  of  Public 
Health  cannot  adopt  a  tolerance  for  a  raw  agricultural  product 
and  this  becomes  the  duty  of  the  Department  of  Agriculture.  On 
the  other  hand,  the  Federal  Food  and  Drug  Administration  has 
adopted  tolerances  on  raw  agricultural  products  for  a  large  num- 
ber of  chemicals  and  has  furthermore  adopted  regulations  which 
provide  the  following : 

"  '(1872  A)   Pesticide  chemicals  in  processed  foods 

"  'Section  121.2.  When  pe.sticide  chemical  residues  orcur  in  processed  foods 
due  to  the  use  of  raw  agricultural  commodities  that  bore  or  contained  a  pesti- 
cide chemical  in  conformity  with  an  exemption  granted  or  a  tolerance  prescrilied 
under  section  408  of  the  act.  the  processed  food  will  not  be  regarded  as  adul- 
terated so  long-  as  good  manufacturing  practice  has  been  followed  in  remo\  ing 
any  residue  from  the  raw  agricultural  commodity  in  the  processing  (such  as  by 
pooling  or  washing)  and  so  long  as  the  concentration  of  the  residue  in  the 
processed  food  when  ready  to  eat  is  not  greater  than  the  tolerance  prescribed 

5  Paper,  Health  Implications  of  Agricultural  Chemicals,  Malcolm  H.  Merrill,  M.D., 
prepared  for  Special  Committee  on  Public  Policy  Regarding  Agricultural  Chem- 
icals, meeting  in  Sacramento,  July  14,  1960. 
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for  the  raw  agricultural  c.-mmodity.  But  when  the  conc-eutratH.n  <.t   residue   in 
the  processed  food  wheu  ready  to  eat  is  higher  than  the  tolerance  i.reserjhed  for 
Ee  mw  agricultural  commodity,   the   processed   food     s   adulterated   unless   the 
hi'her  concentration  is  permitted  by  a  tolerance  obtained  under  section  -109  o 
he  act    For  example,  if  fruit  hearing  a  residue  of  seven  parts  per  miUim  ot 
SdT  permitted  on  the  raw  agricultural   commodity   is  dried  and  a  ^^^  ^ 
^xcess'of   seven   parts   per   million   of   DDT   results   ou   the   <\7f;y  ^    '  .^^^ .  ^^J 
hvdrated  fruit  is  adulterated  unless  the  hightr  tolerance  for  DDT  is  'i»thoii/.e 
b      the   regulations   in   this   part.    Food    that    is    itself   ready    to    eat,    -nd    w       h 
contains  a  higher  residue  than  allowed  for  the  raw  agricultural  commcditj ,  ma 
no     be  legalised  bv   blending  or   mixing  with  other  foods   to   reduce     he   lesnlue 
hithe  mixed  food  "below  the  tolerance  prescribed  for  the  raw  agricultural  om- 
modity.' 

"  Section  26542.1  of  the  California  Pure  Foods  Act,  moreover, 
prevents  the  Department  of  Public  Health  from  adopting  stand- 
ards higher  than  those  of  the  Federal  Food  and  Drug  Admuustra- 
tion,  and  Sections  26470  and  26471  provide  ni  eftect  that  until  a 
tolerance  has  been  set,  the^  tolerance  for  a  chemical  additive  in  a 
food  is  automatically  zero. 
Closelv  integrated  co-ordination  by  the  Departmeiit  of  Public  Health, 
the  Dep^rtmeSt  of  Agriculture  and  the  Federal  Food  f^^^D^iig  Ad- 
ministration is  called  for  if  any  solution  to  the  complexity    ot    he  e 
amendments  is  to  be  found  for  the  protection  of  the  consumei  and  the 
food  industry. 

Occupational  Hazards 

Many  agricultural  chemicals  are  potentially  toxic  and  pose  a  risk  to 
those  Avho  manufacture,  formulate,  transport,  apply  and  under  certain 
Conditions  harvest  crops  treated  .'ith  defoliants,  -eed  killers   pesticide 
and  insecticides.  Chemicals  may  enter  the  body  m  difterent  ^^a^s,  but 
absorption  through  the  skin  and  the  lungs  are  most  common,  causing 
Sermatitis,  severe  svstemic  poisoning,  and  at  times  long-term  chronic 
Illnesses  .vhich  are  difficult  to  detect  and  diagnose.  In  Cf  fj>rn^^^^ 
1959   nearlv  1,100  incidences  of  illness  among  workers  were  attributed 
to  agricultural  chemicals.*^  Forty-five  percent  were  recorded  as  systemic 
poisoning,  41  percent  as  dermatitis,  14  percent  as  respiratory  and  other 
LnclitioS.  Over  40  percent  of  all  of  the  illnesses  and  over  hO  percent 
of  the  systemic  poisonings  were  attribute^  to  the  highly  toxic  oi-ganc 
phosphate  group  of  chemicals.  Provision  for  the  safe  handling  ot  these 
diemical  sSbstances  depends  upon  a  thorough  understanding  of  the 
potential  danger  of  these  agricultural  adjuncts  by  the  nianutacturer 
the  industry  and  the  worker.  Educational  programs  as  to  the  proper 
precautions,  safe  working  conditions,  and  basic  inforination  are  carried 
on   extensively  by  the   Departments  of   Industrial   Relations,   Public 
Health  and  Agriculture,  and  the  University  of  California,  as  well  as 
various  segments  of  the  chemical  industry. 

C  0  Barnard,  Executive  Secretary  of  the  Western  Agricultural 
Chemicals  Association,  at  the  hearing  of  the  committee  on  July  20, 
1960,  stated: 

we  started  a  program  of  orientation  for  farmers,  pesticide 
salesmen,  farm  managers,  superintendents  or  anyone  else  who  was 
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interested  in  the  proper  nse  of  pesticides.  The  first  of  those  orienta- 
tion programs  was  presented  at  the  new  Fresno  State  College  last 
September.  "We  had  in  attendance  about  600  farmers,  pesticide 
salesmen,  etc.  In  these  meetings  we  use  the  personnel  of  the  Uni- 
versity of  California  Experiment  Station  and  others  who  have 
particular  experience  in  the  sale  and  use  of  pesticides.  The  second 
meeting  was  held  in  February  on  the  Davis  campus  of  the  uni- 
versity under  the  sponsorship  of  Western  Agricultural  Chemicals 
Association  and  the  Entomological  Club  of  Northern  California. 
The  third  one  will  occur  on  February  15,  at  the  State  College  at 
San  Luis  Obispo,  and  the  fourth  one  probably  will  be  held  in 
Southern  California  under  the  general  sponsorship  of  our  asso- 
ciation and  the  Citrus  Experiment  Station." 

Robert  J.  Beckus,  Manager  of  the  Dairy  Institute  of  California, 
testified : 

' '  The  industry  through  the  co-ordinated  efforts  of  processor  field 
seirvices,  producer  associations,  the  University  of  California  Exten- 
sion Service,  the  State  Department  of  Agriculture,  together  with 
city  and  county  health  departments  and  the  county  commissioners, 
has  conducted  an  all-out  educational  program  directed  at  the  indi- 
vidual dairyman's  use  of  agricultural  chemicals  around  the  prem- 
ises of  the  dairy  farm.  We  believe  that  this  program  has  been 
virtually  100  percent  effective  in  the  elimination  of  contamination 
by  pesticide  residues  which  may  occur  as  a  result  of  the  spraying 
of  barns  and  livestock  in  insect  abatement  work." 

Is  There  a  Need  for  Legislation?  "' 

William  E.  Warne,  Director,  Department  of  Agriculture,  said: 

''At  this  moment,  I  have  no  new  legislation  to  propose.  I  would 
like  to  reserve  the  final  answer  to  your  question  until  after  the 
committee  that  is  now  at  work  reviewing  the  efforts  of  our  depart- 
ment and  the  federal  public  health  agencies  is  prepared  to  make 
its  report  in  December.  It  is  possible  that  we  will  have  something 
to  propose  at  that  time." 

McKay  McKinnon,  Jr.,  Director,  San  Francisco  District,  Food  and 
Drug  Administration,  Department  of  Health,  Education  and  Welfare, 
said : 

"The  authority  for  regulation  making  appears  to  be  adequate, 
but  it  would  be  highly  desirable  for  tolerances  to  be  parallel, 
particularly  where  a  great  volume  of  merchandise  moves  out  of 
California." 

Dr.  H.  C.  Pulley,  Assistant  Director,  State  Department  of  Public 
Health,  said: 

"At  this  point  the  solution  is  not  to  be  handled  by  a  recommen- 
dation for  legal  action  or  for  legislation  covering  the  subject. 
There's  a  great  deal  of  Avork  to  be  done  in  developing  standards 
and  in  evaluating  the  problem  before  we  are  in  a  position  to  sug- 
gest legislative  action." 


'  Testimony  presented  during  Asembly  Interim  Committee  on  Public  Health,  hearing, 
July  20,  19  60. 
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The  grower's  answer  to  this  question  was  reflected  in  the  statement 
of  Mr  Allan  Grant,  First  Vice  President  of  the  California  Farm 
Bureau  Federation,  who  said : 

"More  legislation,  in  view  of  the  authority  already  resting  with 
the  Departments  of  Agriculture  and  Public  Health,  and  with  the 
far-reaching  federal  agencies,  would  seem  unnecessary. 
In  view  of  the  foregoing,  the  committee  recommends  no  legislation  at 
the  present  time.  Many  groups,  including  the  Governor  s  Special  Com- 
mittee   are  studving  pelticide  residues,  and  when  their  deliberations 
Tre  completed,  a  realistic  evaluation  of  the  effects  of  chemicals  as  they 
relate  to  the  public  health  and  safety  of  our  citizenry  should  be  under- 
taken bv  all  segments  of  government  and  industry  which  participate 
in  the  implementation  of  the  rules  and  regulations  governing  agricul- 
tural  chemicals. 
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APPENDIX   II 

CONCLUSIONS   AND    RECOMMENDATIONS   OF   THE    PRESIDENT'S   SCIENTIFIC 
COMMITTEE    ON    CHEMICALS   IN    FOODS 

The  rapidly  incipasius  number  of  new  chemicals  potentially  useful  in  agriculture 
and  food  production  demand  vigilant  and  careful  scrutiny  of  the  compounds  offered 
in  order  to  safeguard  the  consumer  from  those  that  may  present  carcinogenic  and 
other  toxic  hazards.  .  , ,.  .  .  ,         ^ 

In  applying  the  provisions  of  Section  400(c)  of  the  Food  Additives  Amendment 
(if  the  Food.  Drug  and  Cosmetic  Act,  the  enforcing  agency  must  employ  the  "rule 
of  reason"  *  based  on  scientific  judgment  in  order  to  carry  out  the  intent  of  the 
C%)iigress  to  protect  the  public  from  the  possibility  of  increasing  cancer  risks  through 

the  diet.  .  ^^     ^.        ^/^rv/    x 

The  definition  of  a  carcinogen  implicit  in  the  language  of  bection  409(c)  requires 
discretion  in  its  interpretation  because  so  many  variables  enter  into  a  judgment  as 
to  whether  a  particular  substance  is  or  is  not  carcinogenic. 

It  is  to  be  emphasized  that  the  present  difficulty  in  establishing  whether  there  are 
permissible  levels  for  certain  possibly  carcinogenic  food  additives  is  accentuated  l)y 
the  limited  relevant  scientific  information  available.  From  the  experience  obtained 
in  animal  experiments  and  study  of  humans  who  have  been  exposed  to  carcinogens 
in  the  course  of  their  work  such  as  cited  above,  the  panel  believes  that  the  proba- 
bility of  cancer  induction  from  a  particular  carcinogen  in  minute  doses  may  be 
eventually  assessed  by  weighing  scientific  evidence  as  it  becomes  available. 

The  special  emphasis  placed  by  the  Congress  on  the  protection  of  the  public  from 
the  dangers  resulting  from  the  addition  of  possible  carcinogens  to  tood  calls^  for 
prudent  administration  of  Section  409(c)  of  the  Food  Additives  Amendment  of  the 
Foo,!  Drug  and  Cosmetic  Act.  Since  an  area  of  administrative  discretion  brised  on 
the  rule  of  reason  is  unavoidable  if  the  clause  is  to  be  workable,  it  is  essential  that 
this  discretion  be  based  on  the  most  informed  and  expert  scientific  advice  available. 
Until  the  causes  of  carcinogenesis  are  better  understood,  each  situation  must  be 
judged  in  the  light  of  all  applicable  evidence.  In  this  way  the  protection  of  public 
health  can  best  be  assured. 

Accordingly,  the  following  recommendations  are  made  : 

1  That  the  Secretary  of  Health,  Education,  and  Welfare  appoint  a  board  advisory 
to  him  to  assist  in  the  evaluation  of  scientific  evidence  on  the  basis  ^f^'l^i^h  deci- 
sions have  to  be  made  prohibiting  or  permitting  the  use  of  certain  possibly  caicino- 

''Th^'dvi:;::;^  board  shouM  be  composed  of  scientists  from  the  National,  Cjuicer 
Institute,  the  Food  and  Drug  Administration,  the  U.S  department  of  Agncu^^^^^^^^^^^^ 
and  the  scientists  outside  of  g.nernment  from  a  panel  nominated  by  the  National 

^^'u  w^k/belhe'function  of  the  board  to  weigh  evidence  and  to  make  recommen- 
da  ions  to  the  Secretary  of  the  Department  of  Health,  Education,  and  Welfare  on 
the  basis  of  available  scientific  data,  both  on  applications  for  approval  ot  nevv  food 
addithes  and  in  all  cases  where  the  withdrawal  of  a  prior  appi-oval  ot  sanction  is 
under  consideration.  The  board  would  consider  among  other  ma  ters  : 

(a)  Whi  her  or  not  the  tests  for  carcinogenicity  are  appropriate  and  reasonable 

(b)  Whether  the  substance  is  or  is  not  in  reality  carcinogenic  as  determined 
histonathologicallv   or   by   other   criteria,  n.  •„  „ 

( cfwhether  addition  of  the  substance  to  agricultural  products  would  resul    in  a 

concentration  of  the  substance  above  the  natural  background  level  of  such  substance, 

Id)    Wha"  assay  techniques  are  appropriate  to  determine  whether  a  specific  car- 

^*'\T:;uu/:St  Uietnction  of  this  board  to  review  from  time  to  {ime  its  recom- 
mendations and  to  modify  them  in  the  light  of  new  scientific  -'^^'l-^?^^;^  1;^^^^^^^ 
the  board  would  assume  the  responsibility  of  recommending  to  the  Secretary  ot 
Health!  Education  and  Welfare  specific  research  problems  to  be  undertaken  to 
provide  necessary   scientific   data.  ^^     ,  ,     x^ ,        ^-  j 

2  If  existing  legislation  does  not  permit  the  Secretary  ot  Health,  Education  and 
Welfare  t^exercfc  discretion  consistent  with  the  recommendations  of  this  report, 
it  is  recommended  that  appropriate  modifications  m  the  law  be  sought. 

Justice  Warren  in  Rathburn  vs.  U.S.   (355  U.S.  107  at  109;. 
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8.  Because  of  the  limited  scientific  information  available  relevant  to  the  effects 
of  possible  carcinoj;enic  food  additives,  it   is  recommended   that  : 

(a)  Proportionately  greater  emphasis  be  placed  by  government  agencies  on  the 
study  of  representative  carcinogens  in  a  variety  of  animal  species  in  an  attempt  to 
define  dose-response  relations.  It  must  be  recognized  from  the  very  nature  of  such 
research  that  definitive  answers  useful  in  extrapolation  to  man  may  not  be  expected 
for  many  years  to  come.  The  applicability  of  such  research  to  the  problems  discussed 
in  this  report  will  be  furthered  by  studies  carried  out  on  large  groups  of  animals. 

(1))  Studies  be  increa.sed  on  the  po.ssible  carcinogenic  action  of  substances  to 
which  numbers  of  individuals  have  been  regularly  exposed  and  that  these  studies 
be  related  to  the  incidence  of  cancer  in  the  exposed  individuals.  Retrospective  studies 
should  also  be  made  of  patients  who  have  received  a  variety  of  chemical  comiwunds, 
in  the  course  of  treatment  of  disease,  which  are  subsequently  suspected  of  being 
carcinogenic. 

4.  Research  be  expanded  also  by  the  Department  of  Agriculture,  by  the  State 
Aua-icultural  Elxperiment  Stations,  and  by  industry  to  di.scover  additional  safe  and 
effective  materials  for  the  production  and  processing  of  foods. 
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RESTAURANT  SANITATION 

INTRODUCTION 

The  Assembly  Interim  Committee  on  Public  Health  has  maintained 
a  continuing  interest  in  the  subject  of  restaurant  sanitation  during  the 
1959-1961  interim.  The  nature  of  the  problem  as  set  forth  in  this  com- 
mittee's report  entitled,  "Report  of  the  Subcommittee  on  Restaurant 
Sanitation,"  Vol.  9,  No.  13,  published  by  the  Assembly,  February  1959, 
remains  the  same. 

Assembly  Bill  1256  introduced  during  the  1959  session  by  Assembly- 
man William  S.  Grant,  which  would  have  rewritten  the  1947  California 
Restaurant  Act,  failed  to  receive  the  approval  of  the  Legislature  when 
it  was  reported  out  of  the  Senate  Committee  on  Public  Health  and 
Safety  without  further  action. 

Subsequently,  Senate  Concurrent  Resolution  9,  passed  by  the  19bU 
First  Extraordinarv  Session  of  the  Legislature  relating  to  an  amend- 
ment to  the  Pure  Foods  Act  (See.  26516.7  of  the  Health  and  Safety 
Code)  was  referred  to  this  committee  for  study. 

The  committee  has  received  communications  during  the  past  year 
from  city  and  county  health  departments,  industry,  labor,  the  State 
Department  of  Public  Health,  the  U.S.  Department  of  Health,  Educa- 
tion and  Welfare  Regional  Office,  and  others  expressing  interest  m  the 
reintroduction  of  legislation  to  revise  the  California  Restaurant  Act 
Chapter  11,  Division  21,  of  the  Health  and  Safety  Code.  A  review  of 
the  overall  position  preparatory  to  presentation  of  legislation  was 
undertaken  by  the  committee  through  written  contact  with  all  mem- 
bers of  the  1958  advisory  committee. 

Findings  of  the  committee  enumerated  in  the  the  previous  report 
and  information  obtained  from  further  investigation  and  research  by 
the  committee  during  this  interim  emphasize  an  even  greater  need  for 
a  new  Restaurant  Sanitation  Act. 

FINDINGS 

1 .  The  Acf  Is  Out-of-date 

The  act  today  is  identical  to  the  act  as  it  was  passed  in  19-17.  There 
have  been  no  changes,  additions,  or  corrections  since  that  time.  Several 
technical  items  relating  to  building  standards,  plumbing,  and  ventila- 
tion are  inadequate  and  out  of  date.  There  is  no  requirement  for  hot 
water  at  handwashing  facilities.  Requirements  relating  to  kitchen  fa- 
cilities are  inadequate.  No  section  of  the  present  act  contains  any  pro- 
vision for  the  refrigeration  of  perishable  foods. 

2.  The  Definition  of  Restaurant  is  Inadequate 

There  is  general  agreement  that  the  present  definition  of  "restau- 
rant" is  inadequate  because  it  excludes  a  number  of  different  types  of 
eating  establishments. 


(31  ) 


32  ASSEMBLY    INTERIM    COMMITTEE    ON    PUBLIC    HEALTH 

The  act  defines  "restaurants"  as  "any  cofifee  shop,  cafeteria,  short- 
order  cafe,  luncheonette,  tavern,  sandwich  stand,  soda  fountain,  and 
any  other  eating  or  drinking  establishment  which  sells  or  offers  for 
sale  food  to  the  public,  as  well  as  kitchens  in  which  food  or  drink  is 
prepared  on  the  premises  for  sale  or  distribution  elsewhere."  (Health 
and  Safety  Code,  Division  21,  Chapter  11,  Section  28602.) 

The  committee  has  found  that  the  definition  should  be  far  more  in- 
clusive than  it  now  is,  and  should  include  school  cafeterias,  private 
clubs,  and  catering  organizations.  It  further  believes  that  an  adequate 
California  act  must  cover  itinerant  restaurants,  vehicles,  and  vending 
machines. 

3.  It  Is  Difficult  to  Enforce  \ 

At  the  present  time,  enforcement  of  the  act  is  the  responsibility  of 
the  local  health  departments  in  those  cities  and  counties  with  organ- 
ized health  departments.  In  other  areas  of  the  State,  enforcement  is 
the  responsibility  of  the  State  Department  of  Public  Health. 

One  of  the  major  difficulties  in  enforcing  the  present  act  according  to 
the  State  Health  Department  and  local  health  departments  is  that 
the  act  is  ambiguous  and  indefinite.  An  example  of  this  is  the  Section 
28633  which  requires  that  "All  food  or  drink  shall  be  so  stored,  dis- 
played, dispensed,  or  served  as  to  be  reasonably  protected  from  dust, 
dirt,  flies  ...  or  other  contamination."  Another  section  (28624)  pro- 
vides that  rooms  shall  be  "properly  ventilated." 

The  vagueness  of  such  terms  as  "reasonably  protected"  and  "prop- 
erly ventilated"  makes  it  difficult  to  take  action  against  restaurants 
felt  by  the  health  officer  or  inspector  to  be  in  violation.  Health  depart- 
ment personnel  feel  that  more  specific  detail  must  be  included  in  all 
sections  of  the  act  to  enable  "clear-cut  enforcement." 

4.  Improved  Sanitation  in  Eating  Establishments  Is  Necessary 

Data  submitted  to  the  committee  by  the  State  Department  of  Public 
Health  indicate  the  number  of  disease  outbreaks  due  to  food  poisoning 
during  the  last  five  years: 

Niimher  of  disease 

outbreaks  due  to  Cases 

Year                                                                                   food  poisoning  itivolved 

1955    90  1,547 

1956    103  2,158 

19,57    lie  1,906 

1958    132  3,797 

1959    124  1,693 

Totals 565  11,101 

The  Los  Angeles  City  Health  Department's  Summary  of  Reported 
Food  Poisoning  Outbreaks  for  1957-59  by  etiologic  agent  and  type  of 
food  is  reported  as  follows: 
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TABLE   1 

Bacterial — 
Totftl  Stat)h        HuhnuncUa^  undetermined     Shi(jeUa- 

Klndoffood  0'      C"  O       (J  O      C  O      C  O       0 

Meat  products 

Other    than    i.ork)__  17     255  6       10  2     64  8     169  1       3 

Poultry    16     318  6     140  3     53  7     125  __     - 

Pork     25     252  21     190  __     __  4       62  __     - 

Custards    8       71  1       61  1     10  _  -     - 

Fish  and  shellfish 5     113  3       64  1     46  13  __     - 

Sauce,  gravy  and  ...                                    o        -.  1      i  •> 

dressing 8       79  4       14  __     -  3       o.  1     12 

Vegetables 8       69  5       45  __     -  3       24  __     - 

Miscellaneous 4       46  2          6  12             1       o8  __     — 

1  Dorland's  Illustrated  Medical  Dictionary,  23i-d  edition,  W.  B.  Saunders,   1958,  delines  Salmonellosis  as  being 

an  infection  with  salmonella  bacterium  ...  a  form  of  food  poisoning  due  to  certain  species  of  salmonella 

caused  by  ingestion  of  food  containing  organisms  or  their  products  marked  by  violent  diarrhea  attended 

-  Dorl?nd^'s"lllustrated  Medical  Dictionary  also  descriljes  Shigellosis   as   a  condition  produced  by  infection   of 

organisms  of  Shigiilla  bacterium  which  are  the  etiological  agents  of  bacillary  dysentery  in  man. 
3  0— Outbreak;    C — Cases. 

The  department  estimates  that  only  3  percent  of  all  cases  are  re- 
ported to  the  department.  Each  year  some  100,000  persons  are  affected 
with  food  poisoning;  35  percent  or  35,000  of  these  outbreaks  can  be 
traced  to  restaurants. 

The  Department  of  Public  Health  reported  that  during  1957  a  total 
of  101  outbreaks  of  food  poisoning  involving  1,872  cases  were  reported 
from  17  counties.  These  outbreaks  included  from  2  to  200  cases  each. 
In  one  instance  three  outbreaks  of  317  cases  occurred  on  the  same  day 
in  three  separate  locations— the  food  was  obtained  from  a  caterer. 

Approximately  35  percent  of  the  outbreaks  reported  in  1957  were 
traced  to  restaurants,  23  percent  were  traced  to  homes,  and  approxi- 
mately 9  percent  each  to  clubs  and  labor  camps.  The  remaining  24 
percent  included  driveins,  institutions  (schools,  etc.),  caterers,  bakeries 
and  delicatessens.  Table  II  shows  the  number  of  food  poisoning  out- 
breaks by  county  and  .source  of  food  in  1959,  and  Table  III  is  a  report 
of  the  outbreaks  of  food  poisoning  by  type  of  food  and  etiology  for 
California  in  1959.  Tables  IV  and  V  indicate  the  total  outbreaks  and 
cases  for  California  during  1958  for  the  foregoing  classifications. 

Los  Angeles  City  Health  Department  administers  its  own  restaurant 
sanitation  ordinance  which  contains  more  detailed  regulations  than 
does  the  state  act.  In  their  summary  "*  of  reported  food  poisoning  out- 
breaks during  1957-59,  37  percent  of  the  cases  reported  were  found  in 
restaurants,  17.5  percent  were  traced  to  caterers,  and  16  percent  in- 
cluded homes,  hospitals,  jails,  and  airlines.  The  remaining  29.5  per- 
cent were  traced  to  bakeries,  markets,  residences,  delicatessens,  with 
only  .3  percent  involving  box  lunch  wagons. 

*  Summary   of  Reported   Food   Poisoning  Outbreaks,    1957-59,  reported  by  George  M. 
Uhl  M.D  ,  Health  Officer,  Los  Angeles  City  Health  Department,  December  8,  1959. 
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What  Is  "Food  Poisoning"? 

Testimony  presented  bv  the  Department   of  Public  Health  before 

the  Senate  Fact  Finding  Committee  on  Public  Health  and  batety  on 

June  28,  1960,  explained: 

"There  are  in  general,  two  types  of  'food  poisoning'  caused  by 
the  presence  of  excessive  numbers  of  bacteria  in  food.  First  is  the 
true  disease  resulting  from  ingestion  of  food  containing  organisms 
which  are  themselves  pathogenic  to  the  human  body.  Second  is 
the  poisoning  resulting  from  ingestion  of  food  in  which  bacteria 
have  produced  a  toxic  substance,  and  here  it  is  the  toxin  and  not 
the  bacteria  themselves  which  cause  the  illness.  Although  these  two 
types  of  situations  are  entirely  distinct  as  to  their  modes  of  action 
on  the  person  consuming  the  food,  they  both  result  from  the  same 
general  set  of  environmental  conditions  and  may  therefore  be  both 
dealt  with  by  one  set  of  statutory  requirements. 

' '  Three  basic  conditions  are  necessary  to  the  production  of  food 
poisoning  of  either  of  the  types  just  described.  They  are : 

"  (1)    The  food  must  be  a  suitable  medium  for  the  groAvth  of  the 

bacterial  organisms, 
"  (2)    The  food  must  be  inoculated  with  the  bacterial  organisms, 
"(3)   The  organisms  must  have  an  opportunity  to  multiply." 
Most  foods  contain  the  chemical  nutrients  needed  for  bacterial  growth 
and  since  bacteria  grow  only  in  a  moist  medium,  most  foods,  except 
hiohly  acid  foods,  support  bacterial  growth.  Foods  may  become  inocu- 
lated with  bacteria  at  any  stage  of  handling,  processing  or  storage  from 
the  persons  handling  the  foods  or  the  general  environment.  Since  the 
oro-anisms  themselves  come  in  most  cases  from  the  persons  handling 
the  food,  those  foods  which  in  their  preparation  are  finely  divided,  and 
mixed  bv  hand,  as  in  the  preparation  of  salads  or  sandwich  fillings  the 
opportunities  of  thorough  inoculation  are  at  the  maximum.  Thirdly,  food 
poisoning  bacteria  grow  best  at  about  98  degrees  F.  Deviation  from  this 
optimum  temperature   either  way   tends  to  slow   or  kill  the   growth. 
Therefore  for  foods  kept  below  40  degrees  F.  or  above  140  degrees  F., 
multiplication  of  bacteria  will  be  kept  at  a  minimum   Time  is  another 
factor  in  bacterial  growth.  It  is  important  to  note  that  when  cooked 
foods  are  cooling  to  room  temperature,  or  refrigerated  foods  are  warm- 
in-  up  to  room  temperature,  this  lag  is  on  the  side  of  safety,  whereas 
Avhen  warm  foods  which  are  being  refrigerated,  this  lag  must_  be  added 
to  the  unrefrigerated  time.  Thus,  multiplication  of  bacteria  m  food  is 
a  function  of  both  time  and  temperatnre  difference,   increasing  geo- 
metrically with  time  and  inversely  with  the  temperature  difference  from 
the  optimum  temperature.^ 

of  Public  Health. 
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Causes  of  food  poisoning'  outbreaks  as  reported  by  the  Los  Angeles 
Health  Department  for  the  period  1957-1959  are  reported  as :  '^ 

Outbreaks 
Causes  No.       Percent 

Methods  of  operation  resulting  in   foods   being  kept  at  room 

temperatures   after   preparation   and    prior   to    refrigeration     29  23 

Methods   of   operation    resulting   in    foods    being    left    out    for 
extended   periods   of  time   at   room   temperature   on   display 

and  prior  to  sale,  service  or  consumption 47  37.3 

Intermittent  refrigeration  over  a  period  of  time  permitting  an 

accumulative  multiplication  of  pathogens  or  toxin S  6.3 

Defective   refrigerating   food   service   equipment 7  5.5 

Defective  steam   tables,   Avarming  cabinets,   etc. 12  9..j 

Food   service   personnel   with   infected   cuts   or   burns,   gastro- 
intestinal   or    communicable    diseases ^v 8  6.3 

5.   Improper  Refrigeration— Major  Cause  of  Food  Poisoning 

There  is  general  agreement  that  data  tend  to  again  prove  that  the 
major  cause  of  food  poisoning  is  bacterial  growth  when  certain  types 
of  foods  are  allowed  to  stand  at  temperatures  that  are  substantially 
above  50  degrees  F.  or  below  140  degrees  F. 

The  Department  of  Public  Health  states  :  '^ 

"There  are  in  California  four  basic  statutes  that  deal  with  the 
sanitation  of  food  sold  at  retail.  They  are  the  Pure  Foods  Act,  the 
Bakery  Act,  the  Food  Sanitation  Act,  and  the  Restaurant  Act.  All 
have  as  one  of  their  major  objectives  the  prevention  of  food  poison- 
ing, and  yet  until  the  enactment  of  Section  26516.7  of  the  Pure 
Foods  Act  at  the  last  session  of  the  Legislature  none  of  these  acts 
contained  specific  requirements  for  the  refrigeration  of  prepared 
foods.  All  place  the  entire  emphasis  on  the  sanitary  preparation 
of  all  food  and  protection  of  the  food  from  subsequent  contamina- 
tion. 

"In  practice  it  has  been  possible  to  largely  overcome  this  defi- 
ciency in  the  laws  by  persuasion  of  the  proprietors  of  food  process- 
ing establishments  to  practice  the  principles  of  food  sanitation 
including  proper  refrigeration,  in  their  own  processing  operations, 
but  it  has  not  been  possible  to  generally  obtain  refrigeration  of 
the  finished  product  either  during  transportation  or  at  the  point 
of  sale  to  the  consumer. 

"In  the  opinion  of  the  State  Department  of  Public  Health  and 
that  of  many  local  health  officers,  refrigeration  of  a  wide  variety 
of  perishable  foods  is  a  prerequisite  to  sound  food  sanitation  and 
the  lack  of  refrigeration  requirements  constitutes  probably  the 
major  defect  in  the  four  statutes  above  referred  to.  We  recognize 
that  refrigeration  requirements  must  be  based  upon  sound  scien- 
tific principles,  and  that  they  must  be  practically  adaptable  to 
the  wide  variety  of  foods,  trade  practices,  and  climatic  conditions 
in  California.  We  believe,  however,  that  a  start  should  be  made 
at  the  next  regular  session  of  the  Legislature  in  requiring  the 

"Summary   of  Reported  Pood   Poisoning  Outbreaks,    1957-59,   reported  by   George   M. 

Uhl,  M.D.,  Health  Officer,  Los  Angeles  City  Health  Department,  December  8,  1959. 
'  Source :    Statement   on    Refrigeration   of   Perisliable   Foods   prepared   for   the   Senate 

Fact  Finding  Committee  on  Public  Health  and  Safety  by  the  State  Department 

of  Public  Health. 
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refrigeration  of  at  least  the  more  critical  types  of  perishable  foods 
for  which  a  Icnjithy  period  elapses  between  preparation  and  con- 
sumption. ' ' 
Charles  L.  Senn,  Sanitation  Director,  Los  Angeles  City  Health  De- 
partment, wrote  the  committee,  June  10,  1960 : 

"We  do  believe  that  it  will  be  necessary  to  establish  some  re- 
quirements on  keeping  foods  hot  or  cold  while  in  transit. 
Eugene  M.  Howell,  Public  Health  Engineer,  County  of  San  Mateo, 
in  a  tetter  dated  June  10,  I960,  addressed  to  the  committee,  stated: 
"It  is  sincerely  hoped  that  by  tlie  time  a  bill  is  to  be  submitted 
to  the  Legislature  of  1961  agreements  can  be  formulated  by  all 
interestecArganizations  having  an  interest  in  food  sanitation  that 
provisions  should  be  incorporated  in  the  bill  to  require  adequate 
refrigeration  for  all  perishable  foods  whether  the  foods  are  being 
handled   in   a  fixed   installation   or   itinerant   installation   or   on 
mobile  vehicles." 
J.  B.  Askew,  M.D.,  Director  of  Public  Health  in  San  Diego,  stated 
in  a  letter  dated  June  3,  1960  : 

"  .  .  however,  recent  studies  conducted  at  the  University  of 
California  at  Los  Angeles,  and  at  San  Diego,  Los  Angeles,  and 
other  communities  throughout  the  State,  clearly  indicate  the 
necessity  for  refrigeration  of  perishable  food  products  m  pack- 
aged form  or  otherwise,  and  whether  sold  from  vending  vehicles, 
restaurants,  and/or  other  places  of  business." 

Recommendation: 

The  Committee  recommends  the  enactment  of  a  revised  California 
Restaurant  Act  at  the  1961  Session  of  the  Legislature. 
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VENEREAL  DISEASE  INCIDENCE 
IN  CALIFORNIA 


VENEREAL  DISEASES 

SCOPE  OF  REPORT 
Tlie  report  presents  a  brief  summary  of  venereal  disease  incidence, 
and  the  need  for  effective  statewide   co-ordination  in  reporting  and 
control  programs. 

REPORT 

Of  the  120,334  cases  of  notifiable  diseases  reported  to  the  Depart- 
ment of  Public  Health  in  1958,  measles  occurred  most  frequently  with 
36,231  cases;  second  in  order  were  venereal  infections  with  25,267 
cases.  Tuberculosis  took  869  lives  in  1958  and  remains  the  leading  killer 
in  the  infectious  disease  group.  Next  in  order  is  syphilis  with  245 
■deaths. 

For  the  past  10  years  public  health  officials  have  wished  that  the 
spirochete  and  the  gonococcus  would  take  penicillin  and  die,  but  the 
fight  against  syphilis  and  gonorrhea  is  far  from  won.  In  a  report^ 
published  in  February  1960  entitled  "Today's  VD  Control  Prohlem/' 
it  was  stated  that  for  1959,  8,178  cases  of  early  infectious  syphilis  (an 
increase  of  22.8  percent  over  1958)  were  reported  out  of  an  estimated 
60,000  that  occurred  in  the  United  States.  How  many  were  treated 
without  being  reported  is  questioned,  but  the  gap  between  the  number 
of  cases  reported  and  those  occurring  is  too  great  to  believe  that 
"control"  can  be  brought  about  easily.  The  same  is  true  of  gonorrhea: 
287,000  cases  reported ;  an  estimated  1,000,000  occurring. 

Legislative  Interest 

The  State  Department  of  Public  Health  has  been  concerned  with 
venereal  disease  control  since  the  date  of  its  inception  90  years  ago. 
The  1917  Legislature  created  the  Bureau  of  Venereal  Diseases  withm 
the  State  Department  of  Public  Health,  and  the  following  year  when 
the  U.S.  Congress  passed  the  Kahn-Chamberlain  Act  authorizing 
$1,000,000  for  venereal  disease  control  for  each  of  the  fiscal  years 
1919  and  1920,  California  was  one  of  the  first  states  to  receive  federal 
grant-in-aid  funds.  Soon  after  World  War  I,  and  until  1937  the  bureau 
in  the  state  department  practically  starved  for  lack  of  funds,  and  it  was 
not  until  1947  when  our  present  State  Director  of  Public  Health,  Dr. 
Malcolm  H.  Merrill,  was  brought  in  as  chief  that  new  legislation  was 
enacted  creating  the  Bureau  of  Venereal  Diseases. 

In  the  1957  Session,  Senate  Bill  379  was  passed  by  the  Legislature 
and  repealed  Division  16,  Sections  21000  to  21409  of  the  Health  and 
Safety  Code  which  had  established  the  Bureau  of  Venereal  Diseases 
and  placed  the  responsibility  for  the  prevention  and  control  program 
within  the  Department  of  Public  Health  (Chapter  4,  Sections  3180- 
3229),  Bureau  of  Communicable  Diseases. 

iT,p„„rt  Today's  VD  Control  Problem,  a  Joint  Statement  by  The  Association  of  State 
'and  TeSrial  Health  Officers,  The  American  Venereal  Disease  Association  and 
The  American  Social  Health  Association,  February  19 GO. 
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Section  3180  states: 

''Duty  of  state  department  with  respect  to  plans  for  prevention, 
cojitrol  and  cure  of  venereal  diseases.  The  state  department  shall 
develop  and  review  plans  and  provide  leadership  and  consultation 
for,  and  participate  in,  a  program  for  the  prevention  and  control 
of  venereal  disease. ' ' 

Wha\  IS  Venereal  Disease? 

The  classification  "venereal  disease"  generally  refers  to  the  major 
diseases  syphilis  and  gonorrhea.*  They  have  in  common  their  mode  of 
transmission  (rarely  by  other  than  direct  contact  with  an  infected 
person,  usually  through  sexual  intercourse),  their  host  (believed  to  be 
exclusively  the  human  being),  and  their  cause  (entry  of  a  micro- 
organism into  the  body).^ 

The  course  of  syphilis  involves  several  stages  or  combinations  of 
stages.  In  its  "primary"  and  "secondary"  stages  (the  most  infectious 
period)  the  symptoms  may  be  mild  or  never  occur,  and  soon  disappear 
even  without  treatment.  In  the  succeeding  "early  late  latent"  stages, 
the  disease  is  evident  only  through  laboratory  diagnosis.  Subsequently, 
in  the  "late"  stage,  the  spirochete,  which  has  previously  spread 
throughout  the  body  and  is  by  now  lodged  in  one  or  more  of  the  in- 
ternal organs  begins  its  terrible  destruction  of  body  tissue.  If  permitted 
to  proceed  untreated,  syphilis  may  eventually  result  in  severe  disability 
and  premature  death. 

Gonorrhea  is  a  more  local  infectious  disease.  It  may  result  in  com- 
plications affecting  other  glands  and  joints,  chronic  infection,  and  other 
seriously  incapacitating  disability. 

Bright  spot  in  venereal  disease  control  has  been  the  reduction  in 
admissions  to  mental  hospitals  in  California  for  syphilitic  psychoses. 
In  1959,  of  the  21,000  first  admissions  only  30  were  attributable  to  this 
disease,  and  of  the  37,188  residents  in  mental  hospitals  3.8  percent  or 
1,416  had  a  history  of  syphilis.^  Infant  mortality  due  to  syphilis  in  the 
United  States  has  dropped  99  percent  since  1915,  and  blindness  due  to 
gonorrhea  has  been  similarly  reduced. 

Control  Programs 

The  State  Department  of  Public  Health  in  answer  to  a  question 
relative  to  adequate  control  stated  there  were  no  cities,  counties  or 
other  areas  in  our  State  without  adequate  VD  control  coverage."^  Their 
comment  was: 

"All  local  health  departments  in  California  are  required  to 
maintain  adequate  venereal  disease  control  programs  as  a  pre- 
requisite to  receiving  state  subsidy  funds  for  public  health  activi- 
ties. Some  health  departments  have  more  effective  control  programs 

*  It   also   includes   three   less   common   diseases,   chancroid,   granuloma   inguinale,  and 

lymphogranuloma  venereum.  However,  this  report  confines  itself  to  syphilis  and 
gonorrhea.  .        _,         , 

2  Report,   Control  of  Venereal  Disease,  Vol.  VIII,  No.   9,  Health  Information  Founda- 

tion, November  1959.  ^  ,^  ,  _^^ 

3  Source  :  Statistical  Research  Bureau,  Department  of  Mental  Hygiene.  .  ^      n^u 

*  Questionnaire   submitted   to   the   Department   for   the    1959    Joint   Statement   by    ihe 

Association  of  State  and  Territorial  Health  Officers,  The  American  Venereal  Dis- 
ease Association  and  The  American  Social  Health  Association,  signed  by  Philip 
K.  Condit,  M.D.,  Consultant,  State  Department  of  Public  Health. 
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than  others  but  minimum  basic  services  are  provided  in  all  areas  of 
the  State.  Personnel  vacancies  exist  in  the  State  Health  Depart- 
ment and  the  needs  of  the  venereal  disease  control  program  could 
be  better  met  if  an  additional  staff  physician  and  a  record  analyst 
were  available  for  this  program. ' '  ^ 

Added  to  this  statement  was  the  answer  that  without  federal  assist- 
ance we  would  not  have  sufficient  personnel.  At  the  present  time  the 
department  has  on  loan  from  the  federal  government  a  VD  control 
consultant  who  works  with  the  staff'  in  the  Bureau  of  Communicable 
Diseases  to  boost  the  treatment  and  reporting  program  in  the  State. 

Treatment 

It  has  become  apparent  that  the  advent  of  penicillin  does  not  stop 
VD  in  the  population.  Communicable  disease  has  rarely  been  eradicated 
by  treatment  alone,  and  because  of  the  social  nature  of  VD,  eradica- 
tion without  some  form  of  immunization  is  least  likely.  The  challenge 
to  health  officers  today  is  casefinding,  not  treatment. 

VD  and  Transciency 

In  the  questionnaire  submitted  to  the  State  Department  of  Public 
Health  for  the  1959  Joint  Statement,  military  and  interstate  migrant 
labor  were  noted  as  making  special  demands  on  the  State 's  VD  program. 
The  State  Department  carries  on  liaison  and  consultative  functions  with 
the  various  military  activities  in  California ;  some  local  health  depart- 
ments perform  a  similar  function  and  others  provide  more  direct  serv- 
ices. Of  the  approximately  90,000  Mexican  National  contract  farm 
laborers  entering  California  in  1958,  approximately  13,000  (14.5  per- 
cent) were  diagnosed  and  treated  for  syphilis  at  the  Farm  Labor  Re- 
ception Center,  El  Centro,  California.  The  initial  treatment  program 
was  jointly  sponsored  by  the  State,  Imperial  County  and  the  U.S. 
Public  Health  Service.  Blood  tests  are  made  by  using  a  recently  de- 
veloped rapid  serologic  testing  process  in  a  laboratory  set  up  for  this 
purpose  at  the  center.  Braceros  found  infected  with  syphilis  or  other 
venereal  disease  receive  appropriate  treatment  (usually  a  single  injec- 
tion of  benzathine  penicillin  G)  prior  to  leaving  the  Reception  Center 
for  their  farm  work  assignment. 

This  was  a  demonstration  type  of  program,  and  about  one  year  ago, 
with  the  hearty  endorsement  of  the  State  Department  of  Public  Health, 
was  taken  over  as  a  permanent  medical  screening  and  examination  pro- 
gram by  the  U.S.  Department  of  Labor.  It  is  supported  by  the  U.S. 
Public  Health  Service,  Division  of  Foreign  Quarantine. 

Reporting 

One  of  the  major  blocks  to  VD  control  is  the  limited  reporting  by 
private  physicians.  The  lag  is  evidenced  by  the  Department  of  Public 
Health  in  their  figures  for  1958  *"  which  indicate  that  physicians  re- 
ported only  29  percent  of  the  total  syphilis  cases  as  opposed  to  71  per- 
cent from  health  departments,  clinics,  hospitals  and  others.  It  is 
estimated  that  private  physicians  report  only  one  out  of  four  of  the 

^  Ihid.,  p.  5. 
"Ibid.,  p.  1. 
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early  infectious  cases  treated  by  them.  For  the  most  part,  their  patients 
are  not  interviewed,  and  the  sexual  contacts  of  their  patients  are  not 
brought  to  diagnosis.'  A  more  realistic  reporting  system  for  private 
physicians  should  be  developed,  and  periodic  surveys  to  measure  the 
completeness  of  reporting  VD  cases  would  provide  a  more  reliable  in- 
dication of  incidence  and  prevalence  in  our  State. 

How  Old  Is  the  VD  Patient? 

Reported  incidence  of  infectious  veneral  disease  per  100,000  popula- 
tion as  published  in  the  Public  Affairs  Pamphlet  No.  292  indicate  the 
20-24-year-old  male  as  having  the  highest  rate  for  the  United  States. 
California  figures  agree. 

TABLE  I* 

REPORTED   INCIDENCE   OF   INFECTIOUS   VENEREAL   DISEASE   PER 
100,000   POPULATION  * 

Age  Group 
Male  Years 


1,326.05 


12.21 


7  Source:  Venereal  Disease,  Old  Plague — New  Challenge,  by  T.  Lefoy  Richman,  Public 

Affairs  Pamphlet  No.  292. 

8  lUd.,  p.  7. 

*  Data  for  primary  and  secondary  syphilis  and  gonorrliea. 
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TABLE  11 
CALIFORNIA-1958° 

Reported  hy  clinic, 

Reportedly  hospital  and 

private  physician  other  institutions 

Primary  and  Primary  and 

secondary  secondary 

Ages                                                   syphilis        Gonorrhea  syphilis          Gonorrhea 

All 226                2,609  587  14,029 

Under  10 1                      22  1  38 

10    __                       2  __  4 

11    __                       4  __  1 

12    —                     —  —  5 

13    -                       1  -  21 

14    __                      6  2  66 

15    __                    12  3  147 

16    2                     28  6  220 

17    1                      65  11  417 

18    —                     75  11  632 

19    1                      96  20  741 

20-24 33                   730  146  4,744 

25-29 53                   583  153  3,038 

30-34 49                   372  117  1,980 

35-39 32                   257  48  921 

40-44 23                   129  24  447 

45-49 11                     79  17  251 

50  and  over 14                     88  19  176 

Not  stated 6                     60  9  180 

Totals:   Primary  and  secondary  syphilis — 813  (males  654;  females  159) 

Gonorrhea — 16,638  (males  1,596;  females  5,031;  not  stated  11) 

Figures  for  1960  from  the  Bureau  of  Communicable  Diseases  as  of 
October  15,  show  a  total  of  6,163  cases  of  syphilis  (1,227  primary  and 
secondary  cases)  compared  to  5,417  for  all  of  1959  (828  primary  and 
secondary  cases),  and  14,746  gonococcal  infections  for  the  first  10 
months  of  1960  compared  to  13,478  for  all  of  1959.1° 

The  present  public  apathy  and  overoptimism  possibly  resulted  from 
the  drastic  reduction  in  venereal  disease  rates  during  the  post- World 
War  II  years  due  to  the  use  of  antibiotics.  In  California  the  case  rate 
for  primary  and  secondary  syphilis  for  all  ages  reached  a  plateau  from 
1953  to  1957,  but  as  indicated  in  this  report  even  though  California 
supports  a  high  quality  of  control,  there  has  been  a  rate  increase  of 
2.96  per  100,000  in  1955  to  6.32  in  1959  for  early  infectious  syphilis. ^^ 
Recommendations  ^^  made  by  a  nationwide  joint  committee  studying 
venereal  diseases  include : 

(1)  That  the  federal  VD  control  appropriation  for  fiscal  1961  be 
increased  by  at  least  $1,000,000  over  the  $5,400,000  appropriated 
for  VD  control  in  fiscal  1960. 


9  Public  Health  Statistical  Report,  1958,  Department  of  Public  Health,  Bureau  of  Com- 

municable Diseases. 

10  Bulletin,    Table    1.    Reported   cases   of   selected   notifiable    diseases,    California,    41st 

week   ending   October   15,    1960,   Bureau   of  Acute   Communicable   Diseases,   State 

Department  of  Public  Health. 
"  Report,  Today's  VD  Control  Problem,  a  Joint  Statement  by  The  Association  of  State 

and  Territorial  Health  Officers,  The  American  Venereal  Disease  Association  and 

the  American  Social  Health  Association,  February  1960,  p.  9. 
^Ihid.,  pp.  24-25. 
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(2)  Greater  participation  by  private  physicians  in  VD  control  pro- 
grams. Specifically,  they  recommend  for  fiscal  1961  an  impres- 
sive demonstration  of  health  department  services  to  the  private 
physician. 

(3)  To  be  successful,  the  VD  control  effort  must  involve  commiuiity 
support  beyond  the  health  department  and  even  the  private 
physician.  Continuing  high  prevalence  of  venereal  disease  among 
teenagers  and  children  at  ever-lower  ages  indicates  that  parents 
and  teachers  especially  must  be  brought  into  the  control  effort 
in  responsible  roles.  They  strongly  urge  that  the  Public  Health 
Service  work  with  the  American  Social  Health  Association,  the 
National  Parent-Teachers  Association,  the  American  Legion, 
co-ordinating  bodies  of  the  varioifs  religious  groups,  and  other 
national  agencies  concerned  with  VD  control  and  education  to 
set  up  studies  for  determining  what  those  roles  are  and  how  they 
can  be  implemented. 

(4)  Increased  attention  must  be  given  to  research  with  particular 
emphasis  on  behavioral  science,  immunology,  and  gonorrhea 
diagnosis. 

Recommendation: 

The  Committee  recommends  that  the  State  Department  _  of  Public 
Health  review  the  possibility  of  re-establishing  more  extensive  control 
in  the  field  of  venereal  diseases. 


printed  in  California  state  printing  office 
L-2071     11-60      250 


ASSEMBLY  INTERIM  COMMITTEE  REPORTS 

CALIFORNIA  LEGISLATURE 

VOLUME  9  NUMBER  21 

ASSEMBLY 

ASSEMBLY  INTERIM  COMMITTEE 
ON  PUBLIC  HEALTH 

W.  BYRON   RUMFORD,  Chairman 

SUBCOMMITTEE  ON  FIRE  PROTECTION 
AND  RESIDENTIAL  SAFETY 


SCHOOL  FIRE   PROTECTION   AND 
RESIDENTIAL  SAFETY 


DON   MULFORD,  Chairman 
REX  M.  CUNNINGHAM  SHERIDAN   N.  HEGLAND 

W.  S.  GRANT  W.  BYRON   RUMFORD 

CHET  WOLFRUM 

VIVIAN   C.  NANCE,  Consultant 

SARAH   J.  CONV/ILL,  THOMAS   H.  WILLOUGHBY 

Legislafive  Assistants 


Published  by  the 

ASSEMBLY 

OF  THE  STATE  OF  CALIFORNIA 

January  1961 

HON.  RALPH   M.  BROWN  HON.   CARLOS   BEE 

Speaker  Speaker  Pro  Tempore 

HON.  V/ILLIAM  A.  MUNNELL  HON.  JOSEPH   C.  SHELL 

Majority  Floor  Leader  Minority  Floor  Leader 
ARTHUR  A.  OHNIMUS 
Chief  Clerk 


TABLE  OF  CONTENTS 

Letters  of  Transmittal 


Page 

5,6 


7 
Introduction 

Scope  of  Report ' 

n 

Committee  Study 

Part      I— SCHOOL  FIRE  PROTECTION 9 

Findings ^ 

Conclusions    

School  Fire  Perils 

The  National  Scene ^ 

School  Fire  Safety  in  California 12 

Administration  of  School  Fire  Safety 17 

Role  of  the  State IJ 

Role  of  Local  Goyernment 26 

Financing  Fire  Safety 3^ 

School  Fire  Hazards ^2 

Research  and  New  Developments 35 

Part    II— RESIDENTIAL  SAFETY 

Findings    ^ 

Conclusions ^ 

Residential  Safety  and  the  State  Housing  Act 39 

Other  State  Laws___ 43 

Local   Government  Regulations -—  46 

Administration  and  Enforcement  of  the  State  Housnig 


Act 


46 


Relationship    to    Federal    Redevelopment    and    Urban 

Renewal  Programs 48 

Part  III Advisory   Committee  Recommendations  and  Proposed 

Legislation   ^" 

Appendices  : 

I  Members  of  the  Advisory  Committee 58 

II  The   Advisory   Committee   Report 60 

III  "Potential  Disaster"— *S'an  Francisco  Chronicle,  Novem- 
ber 1,  1960 65 


2 — L,-2069 


(3) 


"v 


I 


COMMITTEE  LETTER  OF  TRANSMITTAL 

Assembly  Chamber,  State  Capitol 
Sacramento,  November  15,  1960 
Hon.  Ralph  M.  Brown 

Speaker  of  the  Assembly,  and  Memhers  of  the  Assembly 
Assembly  Chamber,  Sacramento 

Gentlemen:  The  Assembly  Interim  Committee  on  Public  Health 
submits  the  Report  on  School  Fire  Protection  and  Residential  Safety 
prepared  by  the  Subcommittee  on  Fire  Protection  and  Residential 
Safety  in  accordance  with  House  Resolution  No.  333  of  the  1959  Session. 

Respectfully  submitted, 

W.  Byron  Rumford,  Chairman 
Assembly  Interim  Committee 
on  Public  Health 
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SUBCOMMITTEE  LETTER  OF  TRANSMITTAL 

November  15,  1960 
Hon.  W.  Byron  Rumford,  Chairman 

AsseniMy  Interim  Committee  on  Pul)lic  Health 

Dear  Mr.  Rumford  :  Attached  is  the  report  of  the  Subcommittee 
on  Fire  Protection  and  Residential  Safety.  This  report  is  the  result 
of  testimony  given  at  two  public  hearings,  of  the  deliberations  and  re- 
port of  the  citizens  advisory  committee,  and  of  other  information  gath- 
ered by  the  subcommittee  during  the  1959-1961  interim. 

Respectfully  submitted, 

Don  Mulford,  Chairman 
Rex  M.  Cunningham 
W.  S.  Grant 
Sheridan  N.  Hegland 
"W.  Byron  Rumford 
Chet  Wolfrum 


(6) 


REPORT  OF  SUBCOMMITTEE  ON   FIRE  PROTECTION 
AND   RESIDENTIAL  SAFETY 

INTRODUCTION 

The  Subcommittee  on  Fire  Protection  and  Residential  Safety  was 
appointed  by  Assemblyman  W.  Byron  Rnmford,  Chairman  of  the 
Interim  Committee  on  Public  Health,  under  authority  of  House  Reso- 
lution 333,  1959  General  Session.  The  resolution  authorized  the  study 
and  analysis  of  all  facts  relatino-  to  fires  as  a  cause  of  accident  or 
death.  Specifically,  the  committee  was  to  investigate: 

(a)  The  causes  of  fires  in  both  dwelling  units  and  schools; 

(b)  The  State  Housing  Act  ^  as  it  relates  to  fire  protection  and  pre- 
vention. 

SCOPE  OF   REPORT 

This  report  relates  to  three  fields  of  interest. 

Part       I.  School  Fire  Protection. 

Part  II.  Residential  Safety,  including  fire  protection,  as  enforced 
by  the  Division  of  Housing. 

Part  III.  Advisory  Con;mittee  recommendations  and  proposed  leg- 
islation. 

COMMITTEE  STUDY 

Two  hearings  were  held  on  the  subject  matter.  The  first  hearing  was 
held  in  Berkeley  on  November  4,  1959.  Testimony  was  confined  to  fire 
prevention  and  protection  in  schools. 

The  second  hearing  on  the  subject  of  residential  fire  protection  was 
held  in  Los  Angeles  on  December  8,  1959.  Inasmuch  as  it  was  impos- 
sible to  separate  the  question  of  fire  safety  from  other  aspects  of  res- 
idential safety,  the  subcommittee  directed  its  principal  inquiry  to  a 
general  consideration  of  the  adequacy  of  the  State  Housing  Act. 

Because  of  the  complexity  of  such  a  study  and  because  of  the  many 
technical  considerations  involved,  an  advisory  committee  composed  of 
representatives  of  the  various  affected  agencies  of  government  and  in- 
dustry were  invited  to  assist  the  committee.^  Tasks  assigned  the  advis- 
ory committee  were : 

(a)  Examination  of  the  State  Housing  Act  and  other  pertinent  laws ; 

(b)  Assistance  in  outlining  reasonable  research  objectives  and  advis- 
ing the  subcommittee  as  to  sources  of  information; 

(e)   Consideration  of  and  recommendations  for  proposed  legislation. 

1  Health  and  Safety  Code,  Divi.sion  13,  Part  1,  Sec.  15000  ff. 

2  For  a  list  of  the  members  of  this  Advisory  Committee,  and  the  organizations  repre- 

sented see  Appendix  I. 
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PART  I 

SCHOOL  FIRE  PROTECTION 

FINDINGS 

1.  The  State  Fire  Marshal  after  exhausting  all  efforts  of  persuasion 
with  local  agencies  may  proceed  against  school  districts  which  fail  to 
comply  with  the  state  fire  regulations  by  means  of  injunction  rather 
than  bv  criminal  proceedings.  This  permits  greater  latitude  on  the  part 
of  the  trial  court  in  setting  up  time  limitations  and  for  compliance  m 
order  of  priority.  This  power  of  injunction  should  be  surrounded  with 
adequate  safeguards  to  insure  that  it  is  not  used  against  a  school  dis- 
trict which  is  proceeding  in  good  faith  to  satisfy  the  requirements. 

2  Some  source  of  funds  must  be  provided  if  the  school  districts  are 
to  be  compelled  to  comply  with  the  Fire  Marshal's  regulations.  One 
source  of  such  funds  may  be  a  provision  allowing  the  school 
district  to  exceed  the  maximum  school  district  tax  by  an  amount  equal 
to  the  cost  of  fire  safety  compliance,  provided  that  the  school  district 
has  made  an  attempt  to  obtain  the  funds  by  other  means  such  as_  a 
bond  issue,  and  provided  further  that  the  district  can  show  that  its 
finances  are  such  that  it  needs  the  extra  money. 

3.  Further  investigation  is  needed  respecting  the  charge  that  there  is 
no  uniformity  in  inspection  and  supervision  by  local  officials  of  me- 
chanical and  "electrical  design  features  of  school  buildings  at  the  con- 
struction stage. 

CONCLUSIONS 

1  Support  and  direction  by  the  Legislature  is  required  to  facilitate 
action  by  the  State  Fire  Marshal  in  co-operation  with  the  Department 
of  Education  and  the  Department  of  Public  Works  in  requiring  school 
districts  to  comply  with  state  fire  regulations  for  school  buildings. 

2.  It  is  recommended  that  this  subject  be  made  a  matter  for  con- 
tinuing legislative  study. 

SCHOOL  FIRE  PERILS 
The  National  Scene 

School  Fire  Safety  a  Naiional  Problem 

The  school  fire  is  a  daily  occurrence  on  the  national  scene.  It  is  esti- 
mated that  in  1958  alone'  there  were  approximately  4,000  school  fires 
resulting  in  a  total  damage  of  about  $23,981,000.1  Qf  even  greater  con- 
cern than  property  damage,  however,  is  the  tremendous  loss  of  life 
possible  in  a  single  school  fire,  which,  if  undetected  in  its  first  few 
minutes  of  development,  may  smother  hundreds  of  children  in  smoke 
and  fumes  and  surround  them  by  flames.^ 

1  "Fires  and  Fire  Losses  Classified,   1958,"  Quarterly  of  the  National  Fire  Protection 

^  in  flreTeifsTt  V'L^Sscovtred  that  untenable  smoke  conditions  are  reached  in  2  to  7 
minutfs  from  the  start  of  the  fire.  Los  Angeles  Fire  Department,  Operation  School 
Burning  (Boston,  1959),  p.  26. 

(9) 


10  ASSEMBLY   INTERIM   COMMITTEE  ON  PUBLIC   HEALTH 

Chicago  School  Fire 

The  most  dramatic  of  recent  school  fires  occurred  in  Our  Lady  of  the 
Angels  School  in  Chicago  on  December  1,  1958.-^  This  holocaust  was  as 
tragic  as  it  was  spectacular,  taking  the  lives  of  92  pupils  and  3  teach- 
ers.'* The  episode  proceeded  in  the  following  manner.-'' 

The  fire  started  in  a  pile  of  rubbish  under  the  staircase  on  the  first 
floor.  Oxygen  was  supplied  by  the  breakage  early  in  the  fire  of  a  small 
window  near  the  bottom  of  the  stairs,  and  terrific  heat  and  smoke 
poured  up  the  stairway.  The  first  two  floors  were  protected  by  fire  doors, 
which  prevented  loss  of  life  there.  However,  since  there  was  no  door 
separating  the  third  floor  from  the  stairway,  the  fire  spread  rapidly 
there.  Fire  Commissioner  Quinn  describee^  the  progress  of  the  fire  on 
the  top  floor : 

The  fire  had  already  gotten  a  good  hold  when  it  was  discovered 
on  the  top  floor.  The  roof  of  the  building  collapsed  causing  the  top 
floor  ceiling  to  cave  in.  This  sent  a  blast  of  superheated  air  and 
gases  throughout  the  building  which  snuffed  out  every  ounce  of 
life  from  those  caught  in  the  building. 

The  fire  was  actually  detected  at  2 :25  p.m.  when  several  students 
from  one  of  the  top  floor  rooms  went  to  empty  the  waste  baskets  and 
returned  to  tell  their  teacher  that  they  detected  smoke.  Rather  than 
take  the  initiative,  she  went  to  another  room  to  ask  the  teacher  there 
what  should  be  done,  and  the  latter  in  turn  went  to  the  principal's 
offlce.  Finding  that  the  principal  was  in  another  part  of  the  building, 
the  two  teachers  decided  to  evacuate  their  pupils.  When  both  classes 
of  pupils  were  removed  to  the  chapel,  one  of  the  teachers  pulled  the  fire 
alarm  in  another  part  of  the  building. 

By  the  time  the  alarm  was  sounded,  it  was  17  minutes  after  the  de- 
tection of  the  fire.  In  the  meantime,  in  another  classroom  on  the  top 
floor  a  teacher,  upon  becoming  aware  of  the  fire,  opened  the  classroom 
door  only  to  find  the  corridor  filled  with  smoke.  The  boys  in  the  class 
placed  books  at  the  cracks  around  the  door  and  piled  desks  in  front  of 
the  door.  Across  the  courtyard  the  classes  were  unaware  of  the  fire 
until  the  children  began  chanting  "Fire,  fire!"  in  order  to  attract 
attention.  Trapped  in  the  room,  they  heard  a  rush  of  air  in  the  corridor 
and  saw  through  the  transom  flames  roaring  along  the  ceiling  in  the 
hall.  It  was  not  until  this  time  that  the  alarm  was  sounded. 

In  view  of  these  events,  experts  have  enumerated  the  causes  for  loss 
of  life  in  this  fire  as  follows :  ^ 

1.  Storage  of  waste  paper  and  other  combustible  materials  in  stair- 
way enclosures  and  immediate  vicinity  of  stairway. 

2.  Failure  of  teachers  to  recognize  and  accept  responsibility,  together 
with  inadequate  training  in  proper  emergency  procedures. 


3  Joe  R.  Yockers,  "Report  of  the  Chicago  School  Fire  Disaster,"  California  Schools,  30 
(March  1959),  pp.  131-137. 

^  Loc.  cit. 

5  Narrated  by  John  G.  Degenkolb,  Battalion  Chief,  Los  Angeles  Fire  Prevention  Bu- 
reau at  a  hearing  before  the  Assembly  Interim  Committee  on  Public  Health, 
Subcommittee  on  Fire  Protection,  November  4,  1959.  Transcript,  pp.  7-12. 

"Ibid.,  p.  12.  Yoclvers,  op.  cit.  Chester  I.  Babcock,  "What  Progress  Since  the  Chicago 
School  Fire?"  Quarterly  of  the  National  Fire  Protection  Association,  53  (Janu- 
ary 1960),  p.  181. 
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3.  Poor  fire  alarm  facilities. 

4.  Lack  of  proper  fire  resistive  enclosiu-es  and  protection  of  openings 
in  stairway  shafts. 

5.  Many  layers  of  combustible  interior  finish  in  rooms  and  on  cor- 
ridor walls  and  ceilings. 

6.  Substandard  doors  and  transoms. 

Improvements  Since  the  Chicago  School  Fire 

The  Chicago  school  fire  served  as  a  catalyst  accelerating  interest  in 
school  fire  safety  improvements  throughout  the  nation.'^  It  is  estimated 
that  in  the  one  year  following  the  Chicago  fire  substantial  fire  protec- 
tion improvements  were  made  in  16,500  school  buildings  housing  4.5 
million  American  children.  Another  9.7  million  children  are  attending 
36,000  schools  in  which  hazards  to  life  and  limb  have  been  eliminated 
in  the  year  1959.  These  fire  safety  improvements  are  not  confined  to 
a  few  communities  but  are  distrilDuted  throughout  68  percent  of  all 
communities  in  the  United  States.  Table  I  indicates  the  National  Fire 
Protection  Association  estimates  of  the  physical  improvements  made 
in  public  school  buildings  in  the  year  immediately  following  the  Chicago 
fire. 

In  addition  to  these  physical  improvements  surveys  show  that  nearly 
every  community  has  showed  greater  concern  for  better  exit  drills, 
more  stringent  regulation  of  waste  disposal,  inspections,  and  proper 
storage  of  combustible  supplies.  Table  II  enumerates  the  procedural 
and  structural  changes  frequently  mentioned  in  the  National  Fire  Pro- 
tection Association  survey  as  applying  to  entire  school  systems. 

While  major  improvements  have  been  made  to  protect  American 
children  against  fire  hazards,  a  lot  remains  to  be  done  in  this  field. 
Although  17  million  school  children  are  being  taught  under  reasonably 
safe  conditions,  another  18  million  are  still  needlessly  exposed  to  seri- 
ous fire  hazards.  This  latter  number  includes  8,250,000  attending  30,000 
schools  where  no  action  has  yet  been  taken  on  needed  improvements  and 
9.7  million  in  36,000  schools  where  something  but  not  enough  has  been 
done  to  bring  the  schools  up  to  minimum  life  safety  standards. 

TABLE   I 
MAJOR  IMPROVEMENTS  EN  F8RE  SAFETY  OF  U.  S.  PU3L8C  SCHOOL  BU3LDSNGS 

(Estimates  of  Physical  Improvements  Made  Dec.  1,  19."")8-Dec.  1,  1959) 

No.  schools 
Type  of  iini:roreiiieiit  improved 

All  stairways  fully  enclosed   6,100 

Interior  exit  routes  added   k'ta^ 

Exterior  exit  routes  added r^ 

Panic   hardware   added   13,800 

Automatic  sprinkler  systems 

Complete  systems  installed i  inn 

Partial    sy.stems    installed    1,<00 

Automatic  detection  systems 

Complete  systems  installed o'oaa 

Partial  systems  installed -,^W 

'Unless  otherwise  indicated,  the  material  in  this  section  is  from  "Irnproyements  in 
School  Fire  Protection,"  Quarterly  of  the  National  Fire  Protection  Association, 
53   (Jan.  1960),  pp.  193-194. 
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Combustible  interior  finish 

Finish  removed 3,000 

Finish  coated  Avith  fire  retardaiit  paint 3,600 

Manual  alarm  systems 

Interior  systems  improved 24,600 

Public  fire  alarm  boxes  installed  within  100  ft.  of  the  building 2,800 

Alarm  and  sprinkler  systems  connected  to  the  fire  department 5,900 

TABLE  II 
GENERAL    FIRE   SAFETY   IMPROVEMENTS   APPLYING   TO    ENTIRE    SCHOOL   SYSTEM 

Training  for  fire  emergency 

Teacher  training  by  fire  department 

Annual  custodian  training  by  fire  department 

Sparky  fire  departments  and  other  children's  programs  started 

Custodians  made  members  of  fire  departments     ^ 

IMonthly  custodian  and  teacher  safety  letter  inaugurated 
Fire  inspections 

Daily  inspections  by  custodians  of  exits  and  rubbish  disposal 

Complete  monthly  inspections  by  trained  custodians 

Complete  quarterly  fire  department  inspections 

Custodian  required  to  make  inspections  of  certain  fire  hazardous  conditions  and 
report  to  others 

Fire  exit  drills 

Monthly  unannounced  system  of  fire  drills  instituted 

At  least  one  fire  department  response  annually 

Blocked  exit  drills  held 

Room  searchers  and  class  leaders  appointed 
Community  co-operation  and  action 

Greater  co-operation  and  communication  between  fire  and  school  departments 

School  safety  committees  established  with  representatives  of  fire  departments, 
superintendent's  staff,  teaching  staff,  P.T.A.,  police  department,  and  other  in- 
terested groups 

Fire  prevention,  building,  aud  building  exits  codes  adopted 
Housekeeping  improvements 

Storage  of  combustible  materials  limited 

Removal  aud  disposal  of  rubbish  improved 
Physical  improvements  (not  listed  in  Table  I) 

Exit  signs  and  lights  added 

Fire  extinguishers  and  standpipe  hoses  installed 

Fire  department  maintenance  of  equipment  instituted 

Smoke  barriers  installed  in  halls 

Transoms  blocked  up  or  wired  glass  installed 

School  Fire  Safely  in  California 

As  a  result  of  the  Chicago  fire  experience,  school  districts  in  Cali- 
fornia joined  other  communities  throughout  the  nation  in  taking  care- 
ful inventory  of  fire  safety  problems.  Former  State  Fire  Marshal,  Joe 
R.  Yockers,  reports  that  many  of  the  California  Schools  are  constructed 
and  maintained  so  as  to  be  just  as  serious  a  fire  hazard  as  was  Our  Lady 
of  the  Angels  School  in  Chicago.  In  his  own  words :  ^ 

Following  the  Chicago  school  fire,  I  left  immediately  and  went 
back  to  investigate  the  fire,  to  determine  whether  our  standards 
were  adequate  here  or  whether  a  similar  situation  might  occur  in 
California.  And  I  came  back  with  the  feeling  that  we  had  many 
schools  in  this  State  where  a  similar  situation  could  occur.  We 
have  buildings  of  similar  construction,  and  perhaps  with  fewer 
avenues  of  escape  than  were  provided  in  this  Chicago  school. 

8  Testimony  of  Fire  Marshal  Yockers  before  the  Assembly  Interim  Committee  on 
Public  Health,  Subcommittee  on  Fire  Protection,  November  4,  1959,  Transcript, 
p.  59. 
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Some  steps  have  already  been  taken  to  provide  better  fire  protection  for 
California  children,  but  much  remains  to  be  done.  This  point  may  per- 
liaps  best  be  substantiated  by  a  brief  examination  of  the  progress  made 
thus  far  in  certain  main  areas  of  the  State. 

Unincorporated  Areas 

The  State  Fire  Marshal,  Chief  Kay  Shnkraft,  has  compiled  a  partial 
list  of  schools  in  unincorporated  areas  which  are  failing  to  maintain 
adequate  fire  safety  standards.  These  hazardous  schools,  distributed 
throuo-hout  more  than  half  the  counties  of  the  State,  are  listed  in  Table 
III. 

TABLE   III 
FIRE    HAZARD   SCHOOLS    IN    UNINCORPORATED   AREAS 

Compiled  by  Chief  Hay  Sliukraft,  State  Fire  Marshal 


Madera  County 
Alamo  Elementary 
Ash   View   Elementary 
Kings  County 

Corcoran  Union  High 
Pioneer   Elementary 
Central  Union  Elementary 
Merced  County 

Bryant  Elementary 
Gustine  Union  High 
Nevada  County 
Twin  Cities 
Nevada  Union  High 
Amador  County 
Aetna  Elementary 
Pine  Grove  Elementary 
Pioneer  Elementary 
Colusa  County 

Arbuckle  Joint  Union  High 
Fresno  County 
r,ig  Creek 

Caruthers  Union  High 
Oleander   Elementary 
Washington  Union  High 
Helm  Elementary 
Kerman  Union  High 
Lagnna  Elementary 
Laton  Elementary 
Laton  High 
Sanger  High 
Tranquility  Union  High 
Solano  County 

Fairfield  Elementary 
Vallejo  College 
Butte  County 

Shasta   Union  Elementary 
Durham  Elementary 
Canyon  View 
Bold  Rock 
San  Joaquin  County 
Ridge   School 

Tracy  Union  High    (Bonds  defeated) 
Lafayette 
Yolo  County 

Winters  Joint  Union  High 
Woodland  High 
Capay  Elementary 


Calaveras   County 

Calaveras  Joint  Union  High 
Wallace  Joint  Elementary 
El  Dorado  County 

Garden    Valley   Elementary 
Indian  Diggins  Elementary 
Springvale  Elementary 
Glenn  County 

Union  Elementary 
Elk  Creek  High 
Elk  Creek  Union  Elementary 
Glenn  Elementary 
Ord  Elementary 
Fairview  Elementary 
Lake  District 
Mill  Street  Elementary 
Orland  Joint  Union  High 
Plaza   Elementary 
Charles  K.  Price  Elementary 
Codora  Elementary 
Kanawha  Elementary 
Sycamore  Elementary 
Placer  County 
Lincoln  Way 
Sierra  College 
Blue  Canyon  Elementary 
NeAV  Castle  Elementary 
Sacramento  County 

Bates  Joint  Union 

Courtland  High 

Rio  Terra  Jr.  High 

McDonald  W\alker 

Oakdale  Elementary 
Shasta  County 

Grant  Elementary 

Tilineral   Elementary 

Castle  Rock  Union  Elementary 

Delta  Elementary 

South  Fork  Elementary 

Campton  Elementary 

Slate  Creek 

Fall  River  Joint  High 

Millville  Elementary 

Bush   Bar 

Morley  Elementary 

Happy  ^'alley  Elementary 

Ono  Elementary 
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AVildwood  Elementary 

Cedar  Creek  Elementary 

Shasta  Elementary 

Smitlison  Elementary 

Central  Valley  T'nion 
Sierra  Connty 

Downieville  Elementary 
Siskiyou  County 

Dnnsmnir  High 

Happy  Camp  Elementary 

BoRus   Elementary 

Old  Yreka  Grammar 
Stanislaus  County 

Hushson  Elementary 
Sutter  County 

Franklin   Elementary 
Trinity  County 

Hayfork  Valley  Elementary 
Tulare  County 

Alpaugh  Unified 

Porterville  High 

Tulare  High 
San  Diego  County 

Corouado  High    (Bonds  defeated) 

James  Potter 

Fall  Brook  Union  High 


Inyo  County 

Owens  Valley  Unified 
San  Bernardino  County 

Victory 

Fawnskin  Elementary 

Calexico  Elementary 

Big  Pine  Unified 

Big  Bear  Lake  Elementary 

Big  Bear  High 

Cala  Mesa  Elementary 

Grand  Terrace 
Orange  County 

Tustin  Union  High 
Santa  Barbara  County 

Lompoc  High 
Alameda  County 

Bently 

Lincoln 

Mark  ham 
Humboldt  County 

Areata  Union  High 

Eureka   High 
Santa  Cruz  County 

Santa   Cruz   High 

Branciforte 


San  Francisco 

The  attention  of  the  citizens  of  San  Francisco  was  focused  upon  fire 
safety  problems  as  a  result  of  a  fire  June  1,  1959,  in  Jefferson  School 
which,  because  the  building  was  unoccupied  on  the  weekend  and  with- 
out an  automatic  alarm  system,  escaped  discovery  for  a  number  of 
hours  after  it  was  set  in  the  principal 's  office  by  a  disgruntled  student.^ 
The  damage  was  so  severe  when  the  fire  was  finally  brought  under 
control  that  the  building  was  torn  down  and  a  new  structure  erected. 

Before  the  Jefferson  fire  the  San  Francisco  Fire  Prevention  Bureau 
had  been  working  intensively  on  recommendations  for  school  fire  safety 
measures  to  be  incorporated  into  San  Francisco's  new  fire  code.^*'  These 
recommendations  included :  ^^ 

1.  Local  alarm  systems; 

2.  Alarms  in  the  school  that  are  tied  into  the  city's  central  alarm 
system ; 

3.  Automatic  fire  detection  equipment ; 

4.  Automatic  sprinklers ; 

5.  Fire-safe  enclosed  stairways. 

At  this  writing  the  proposed  fire  code  is  still  under  consideration  by 
the  San  Francisco  Board  of  Supervisors  v/ith  only  the  last  of  these 
recommendations  incorporated  into  the  ordinance.  What  perma- 
nent gains  will  be  made  to  improve  the  school  fire  safety  of  the  city 
rests  upon  the  decision  of  the  supervisors. 

0  "Four-Alarm  Fire  at  Jefferson  School,"  San  Francisco  Chronicle,  June  1,  1959,  p.   1. 

1°  Testimony  of  Albert  Hayes,  San  Francisco  Fire  Marshal  and  Chief  of  the  Bureau 
of  Fire  Prevention,  before  the  Assembly  Interim  Committee  on  Public  Health, 
Subcommittee  on  Fire  Protection,   November   4,   1959,  Transcript,  p.   102. 

11  "Tough  Fire  Rules  Due  for  S.F.  Schools,"  San  Francisco  Chronicle,  October  14, 
1959,  p.  1. 
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Oakland 

111  June  of  1956  the  City  of  Oakland  passed  a  $40  luillion  school 
bond  issue  which  had  been  defeated  several  times  m  previous  years. 
By  late  1959  the  Oakland  Fire  Department  felt  that  most  of  the  ex- 
treme fire  hazards  in  the  city  schools  had  been  eliminated  by  use  ot 
funds  from  the  bonds.i^  ^n  additional  $400,000  was  allocated  m  19o9 
by  the  Oakland  Board  of  Education  from  current  operating  funds  to 
provide  sprinkler  systems,  tire  escapes,  etc.,  to  provide  a  higher  degree 
of  fire  safety  for  other  Oakland  schools.^^^ 

Sfockton 

The  Fire  Marshal  of  the  City  of  Stockton  reports  that  before  the 
Chica<^o  school  fire  the  Stockton  Fire  Department  was  confident  of 
its  abtlity  to  handle  any  fire  occurring  while  school  was  in  se^ssion^ 
After  the  Chicago  fire,  however,  fire  officials  there  realized  that  the 
basis  of  their  confidence  was  reliance  upon  early  detection  and  alarm 
and  that  it  was  possible  to  have  a  long  delay  such  as  the  17-minute 
delay  in  the  Chicago  fire.  They  therefore  recognized  the  necessity  of 
building  fire  safety  into  the  schools.  On  June  19,  1959,  the  citizens  of 
Stockton  approved  a  $4,700,000  bond  issue,  which  included  $312,000  to 
provide  fire  protection  for  at  least  16  older  multistoried  schools. 

Berkeley 

The  City  of  Berkeley  has  maintained  an  alert  fire  safety  program. 
In  1948  the  passage  of  a  bond  is^ue  allowed  the  replacement  of  seven 
fire  trap  schools.  ^^  After  the  Chicago  school  fire  Chester  W.  Moller, 
Berkeley  Fire  Chief,  called  to  the  attention  of  the  citizens  and  the 
school  board  that  there  remained  three  schools  in  Berkeley  which  were 
fire  traps  i«  The  major  block  to  solving  this  problem  has  been  lack  ot 
funds  The  school  board  introduced  bond  measures  to  the  populace 
which  were  defeated  twice  in  1959  by  a  margin  of  2§  per  cent  or  about 
200  votes  "  In  spite  of  this  defeat  the  school  board  took  steps  to  make 
these  three  schools  fire-safe.  Other  measures  taken  with  respect  to  fire 
protection  in  Berkeley  include :  ^^ 

1.  Fire  doors  and  partitions  together  with  fireproof  paint  on  all 
installed  members  have  been  completed  at  Oxford,  Emerson,  and 
McKinley  Schools,  which  are  considered  the  most  serious  fire 
hazards. 

2.  Additional  fire  alarm  signals  have  been  installed  at  several 
schools  in  rooms  where  there  is  a  high  level  of  natural  sound, 
e.g.  shops,  typing  rooms,  gymnasia,  etc. 

12  Testimony  of  James  J.   Sweeney,  Oakland  Fire  Chief,  before  the  Assembly  Interim 

Committee  on  Public  Health,  Subcommittee  on  Fire  Protection,  November  4,  195;, 

13  Testimcfnv^'of  ^r     Spencer   Benbow,    Business   Manager   of   Oakland   Public   Schools, 

before  the  Assembly  Interim  Committee  on  Public  Health,  Subcommittee  on  Fire 

Protection    Novem.ber  4,  1959,  Transcript,  pp.  1C6-109. 
H  Testimony  ?f  Norman  Nordwick,   Fire  Marshal  of  the  City  of  Stockton,  before  the 

Assembly  Interim  Committee  on  Public  Health,  Subcommittee  on  Fire  Protection, 

November  4,  1959,  Transcript,  pp.  113-115.  .     i,  ,  aco^„,i^1t    i-ntc^r-{m 

1-.  Testimony    of    Chester    W.    Moller,    Berkeley    Fire    Chief,    before    Assembly   Intenm 

Committee  on  Public  Health,  Subcommittee  on  Fire  Protection,  November  4,  lJb9, 

i»  TeJt^mon? of  a^H.^Wennerbers,  Superintendent  of  Berkeley  Schools,  before  Assem- 
bly Interim  Committee  on  Public  Health,  Subcommittee  on  Fire  Protection.  No- 
vember 4,  1959,  Transcript,  pp.  39-50. 


"  Loc.  cit. 
18  Loc.  cit. 
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3.  Additional  fire  alarms  are  also  being  installed  at  other  schools 
where  the  need  appears. 

4.  Fire  extinguishers  of  the  carbon  dioxide-water  type  are  being 
installed  to  meet  the  requirements  of  one  extinguisher  for  each 
2,000  square  feet  of  classroom  area. 

5.  All  elementary  and  secondary  schools  have  fire  hose  reels  in- 
stalled as  required  by  the  State  Fire  Marshal. 

6.  All  boiler  rooms,  kitchens  and  electric  panel  rooms  are  being 
equipped  with  carbon  dioxide  extinguishers. 

7.  All  fuse  panels  are  replaced  with  circuit-breaker  panels. 

8.  Wherever  overloading  of  electrical  circuits  has  been  indicated, 
the  wiring  is  replaced.  v 

9.  Wherever  possible  incandescent  lighting  is  being  replaced  by 
fluorescent  lighting  to  relieve  excess  electrical  load  on  old  wiring. 

10.  All  acoustical  tile  now  being  installed  is  of  the  completely  fire- 
retardant  type. 

11.  All  drapes,  curtains,  and  similar  material  are  fireproofed  before 
installation  and  certificates  are  on  file. 

12.  Sprinklers  have  been  installed  or  are  being  installed  in  five 
schools. 

13.  Fire  alarms  in  all  schools  are  checked  by  the  fire  department 
every  60  days  and  by  the  school  system  electrical  maintenance 
crews  every  30  days. 

14.  Every  school  in  the  Berkeley  Public  School  System  has  its  fire 
alarm  system  tied  in  with  the  city  fire  department,  with  the  ex- 
ception of  Oxford  School. 

15.  All  fire  extinguishers  are  checked  and  serviced  annually  by 
school  system  maintenance  personnel. 

16.  The  fire  department  conducts  a  semiannual  inspection  of  all 
Berkeley  schools. 

17.  Monthly  fire  drills  are  conducted  in  every  school  under  the  di- 
rection of  the  fire  department. 

These  numerous  improvements  have  been  made  out  of  the  general 
fund  of  the  school  district.  Because  of  the  need  for  more  income  to 
the  general  fund  the  Berkeley  Board  of  Education  proposed  an  over- 
ride tax  measure,  which  was  submitted  to  the  voters  of  Berkeley  in 
June  of  1960  and  which  failed  to  receive  the  necessary  majority  vote.^^ 
The  failure  of  this  proposition  has  necessitated  drastic  cutbacks  in 
the  budget  of  the  school  district,  including  the  elimination  of  41  teach- 
ing positions,  at  least  20  positions  of  maintenance  personnel,  the  ex- 
elusion  of  all  transportation  costs,  severe  reductions  in  expenditures 
for  capital  outlay,  instructional  supplies,  supervision,  administration, 
and  consultation. -°  With  these  reductions  in  expenditures  necessitat- 
ing the  elimination  of  many  services  essential  to  the  educational  proc- 
ess, fire  safety  improvements  would  not  be  considered  in  current  budg- 
ie Serfceiey  Daily  Gasette,  June  S,  1960,  p.  1. 
2"  The  Berkeley  Revieic,  June  15,  1960,  p.  1. 
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etary  planning  were  it  not  for  the  additional  source  of  funds  provided 
by  Section  20753  of  the  Education  Code.21 

The  experience  of  Berkeley  is  an  excellent  example  of  the  problem 
faced  by  many  American  communities  today  where  both  the  school 
administration  and  the  parents  of  the  students  want  safe  schools  but 
where  a  revolt  of  the  property  owners  against  increased  taxes  prevents 
adequate  financing  of  school  fire  protection. -^ 

Improvements  Needed  Throughout  the  State 

In  spite  of  the  fact  that  there  has  been  an  increased  alertness  to 
the  necessity  for  positive  fire  protection  programs  m  school  districts 
throughout  the  State,  more  progress  is  needed  before  California  chil- 
dren will  attend  safe  schools. 

The  State  Fire  Marshal  reports  that  many  schools  have  still  not 
achieved  minimum  fire  safety  standards.--^  He  cites  five  reasons  for  this 
continued  lack  of  safety: 

1  Our  increasing  population  has  placed  heavy  demands  upon  school 
districts  for  classrooms  and  school  facilities  and  has  created  a 
heavy  financial  burden  upon  all  school  districts. 

2  In  some  districts  the  limits  of  bonded  indebtedness  have  been 
reached,  and  in  others  voters  have  turned  down  bond  issues  for 
the  construction  of  new  schools  or  remodeling  of  existing  ones. 

3  In  some  areas  school  officials  do  not  realize  the  responsibility  they 
bear  for  the  safety  of  children  who  are  by  law  required  to  attend 
school. 

4  In  still  other  areas  those  in  the  fire  service  have  been  reluctant 
to  impose  heavy  financial  burdens  upon  districts  already  burdened 
with  the  problem  of  providing  money  for  the  construction  of 
schools  to  meet  enrollment  needs. 

5.  There  is  no  simple  economical  way  to  provide  reasonable  fire 
safety  in  some  old  multistory  school  buildings. 

ADMINISTRATION  OF  SCHOOL  FIRE  SAFETY 
The  Role  of  the  State 
State  Responsibility 

The  establishment,  regulation  and  operation  of  the  California  public 
schools  are  covered  in  the  State  Constitution,^  and  the  State  Legislature 
is  given  comprehensive  powers  in  relation  thereto.  Hence,  it  is  con- 
templated that  the  state  school  system  is  a  matter  of  statewide  concern 
and  not  merely  of  local  or  municipal  interest. 

This  supremacy  of  the  State  in  the  management  of  the  schools  was 
established  bv  the  California  Supreme  Court  in  the  ea;-e  of  Hall  v.  City 
of  Taftr  which  concerned  a  situation  where  a  building  contractor  faded 

2iT^rliiration  Code  Section  20753  was  passed  In  the  State  Legis'.ature  in  the  I960 
Budge?  Session  (a!b  No.  53,  Mulford,  Pannford).  For  further  discussion  of  this 
measure,  see  the  chapter  on  "Financing  School  Fire  Safety      infra.  proposed 

22  Thprp    is    no    central    record    of    v/liich    school    (  istricts    m    Califoi'iia    na\  e    V'^opobeu 
'^''bond 'issues.' ilutforexamples  of  several  other  clistvicts  wh  ch  have  se.ious  fiie 

hazards   in   schools  and  yet  refused   the  passage  of   bond   issues,   see    labie   iii, 

23  Sta\"^F^re  Marshal,  "School  Fire  Safety,"  October  16,  19  59. 

1  California  Constitution,  Art.  IX. 

2  47  Cal.2d  177,  302  P.2d  574   (1956). 
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to  reach  an  agTeement  with  the  City  of  Taft  as  to  whether  the  city's 
building  code  was  applicable  to  a  school  building  under  construction 
within  the  city  limits.  The  court  upheld  an  injunction  forbidding  the 
city  to  apply  its  buildng  code,  reasoning  that  the  Constitution  makes 
the  State  of  California  sovereign  in  the  field  of  education  and  delegates 
to  the  Legislature  plenary  powers.  Having  these  plenary  powers,  the 
Legislature  has  pre-empted  the  field ;  and  hence  local  governments  can- 
not pass  rules  or  regulations  affecting  school  construction.'^ 

The  authority  for  administering  and  enforcing  the  state  laws  relative 
to  school  fire  safety  is  vested  in  three  state  agencies:  (1)  the  Depart- 
ment of  Education;  (2)  the  Department  of  Public  Works;  and  (3)  the 
State  Fire  Marshal. 

State  Fire  Marshal 

Jurisdiction  of  the  State  Fire  Marshal  with  regard  to  matters  of 
school  fire  safety  extends  to  all  schools  in  the  State,  public  and  private,^ 
and  to  new  construction  as  well  as  existing  buildings.^  The  authority 
vested  in  the  Fire  Marshal  to  secure  protection  against  fire  hazards  in 
the  schools  is  very  broad  and  comprehends  "minimum  standards  relat- 
ing to  the  means  of  egress  and  the  adequacy  of  exits  from,  the  installa- 
tion and  maintenance  of  fire  extinguishing  and  fire  alarm  systems  in, 
the  storage  and  handling  of  combustible  or  explosive  materials  or  sub- 
stances, and  the  installation  and  maintenance  of  appliances,  equipment, 
decorations,  and  furnishings  that  present  a  fire,  explosion  or  panic 
hazard  ..."*"' 

To  carry  out  this  mandate  the  Fire  Marshal  has  promulgated  regula- 
tions governing  fire  safety  in  schools  in  accordance  with  the  California 
Administrative  Procedure  Act.  The-e  regulations  appear  in  Title  19  of 
the  California  Administrative  Code.  That  code  adopts  the  Uniform 
Building  Code  of  the  Liternational  Conference  of  Building  Officials  as 
the  basic  building  design  and  construction  standards.^  AVith  regard  to 
facilities;  and  equipment  the  code  adopts  other  uniform  standards,  such 
as  Pamphlet  No.  90  of  the  N.B.F.U.  on  ventilating  equipment,*  and 
the  Electrical  Safety  Orders  of  the  Division  of  Industrial  Safety  as  to 
electrical  wiring,  fixtures  and  appliances.*^  Special  school  hazards  such 
as  combustible  decorations  are  governed  by  specification  type  regula- 
tions.^" 

Because  of  the  new  information  regarding  school  fire  safety  gained 
from  the  tests  made  by  the  Los  Angeles  Fire  Department  in  their  ex- 
periment at  Stevenson  Junior  High  School,  it  is  now  known  that  many 
of  the  standards  included  in  Title  19  are  inadequate  to  provde  a  sub- 
stantial degree  of  safety  to  students  in  school. ^^  Because  of  these  in- 
adequacies the  office  of  the  State  Fire  Marshal  is  presently  making  a 

3  A  more  comprehensive  discussion  of  this  case  will  be  found  in  California  Assembly 
Interim  Committee  on  Municipal  and  County  Government  "Problems  of  Local 
Government  Resulting  from  the  Hall  v.  City  of  Taft  Case  Decision,"  Assembly 
Interim  Committee  Reports,  Vol.  6,  No.  8   (19.59). 

*  California  Health  and  Safety  Code,  Sec.  13143. 

=  California  Administrative  Code,  Title  19,  Sec.  74. 

"California  Health  and  Safety  Code,  Sec.  13143. 

'California  Administrative  Code,  Title  19,  Sec.  6. 

8  California  Administrative  Code,  Title  19,  Sec.  86. 

"California  Administrative  Code,  Title  19,  Sec.  85. 

11  California  Administrative  Code,  Title  19,  Chapter  1,  Subchapter  1,  Article  8,  Sec.  93 
et  passim. 

u  For  further  discussion  of  the  Los  Angeles  Experiments,  see  page  35,  infra,  "Re- 
search and  New  Developments." 
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thorough  study  of  all  school  fire  regulations  with  a  view  to  completely 

revising  Title  19.  .      o.   ^ 

The  administration  of  the  school  fire  safety  program  by  the  fetate 
Fire  Marshal  requires  close  co-operation  with  several  agencies  of  gov- 
ernment, including  the  Department  of  Education,  the  Division  of 
Architecture  and  local  fire  departments. 

Because  the  Division  of  Architecture  checks  the  structural  standards 
of  all  school  buildings  in  the  State,  the  Fire  Marshal  has  delegated  to 
this  agency  the  responsibility  of  checking  school  plans  for  fire  and 
panic  safety  because  of  the  division's  highly  qualified  technical  staff. 
For  many  years  the  Division  of  Architecture  carried  the  entire  burden 
of  checking  the  school  building  plans  as  to  fire  and  panic  safety  both 
as  these  related  to  earthquake  hazards  and  as  they  related  to  the  rules 
and  regulations  of  the  State  Fire  Marshal.  At  the  present  time  there 
are  deputies  of  the  State  Fire  Marshal  working  in  each  of  the  offices 
of  the  Division  of  Architecture  and  in  the  division's  schoolhouse  section, 
checking  fire  and  panic  safety  standards.^^ 

The  State  Fire  Marshal  has  a  statutory  directive  to  consult  the  De- 
partment of  Education  regarding  its  rules  and  regulations.^^  Therefore 
the  Fire  Marshal  informs  the  department  as  to  proposed  changes 
in  Title  19  so  that  the  department  may  make  suggestions  regarding 
those  regulations  which  have  implications  for  the  educational  values 
of  the  school  design. ^^ 

In  working  with  local  fire  departments  to  insure  enforcement  of  the 
regulations  of  Title  19  in  the  local  schools  the  Fire  Marshal  appoints 
the  local  fire  chief  as  a  deputy  fire  marshal  and  charges  him  with  the 
duty  to  enforce  the  Fire  Marshal's  regulations.^^  The  State  Fire  Mar- 
shal himself  is  only  authorized  to  enforce  the  rules  and  provisions  of 
the  Title  19  regulations  in  corporate  cities  or  county  fire  protection  dis- 
tricts upon  the  request  of  the  chief  fire  otficial  and  the  governing 
bocly.^*"'  By  delegating  his  authority  to  local  enforcement  officers,  the 
State  Fire  Marshal  is  able  to  maintain  a  smaU  staff  of  about  63  workers, 

15  of  whom  are  secretarial  personnel  and  the  balance  are  field  depu- 
ties and  fire  prevention  engineers.^' 

There  is  some  question  as  to  the  adequacy  of  the  tools  of  enforce- 
ment of  the  State  Fire  Marshal. ^^  The  Fire  Marshal  has  recommended 
that  he  be  given  power  of  injunction  if  he  is  to  take  any  effective  action 
in  obtaining  compliance  with  his  regulations.^'^  In  accordance  with  the 
present  law  the  Fire  Marshal  has  no  injunctive  powers  under  which 
he  may  close  local  schools  which  do  not  comply  with  the  law.  He  prob- 
ably does  have  power  to  cause  officials  of  noncomplying  school  districts 
to  be  prosecuted  criminally.  The  law  on  this  point  is  explained  in  the 
following  way  by  the  Legislative  Counsel's  office  i^o 

i2Thi'?  descrintion  of  operations  is  from  the  testimony  of  Mr.  Doyt  Early,  Senior 
Architect  Bureau  of  School  Planning,  Department  of  Education,  at  the  hearing 
of  the  As'jembly  Interim  Committee  on  Public  Health,  Subcommittee  on  Fire 
Protection,"  November  4,  1959,  Transcript   p.  93. 

13  California  Health  and  Safety  Coae,  Sec.  lol43. 

"SuSa    Adm^n^sfr'S^'e^Codt    Title    19,    Sec.    15.    California   Health    and    Safety 

Code,  Sec.  13146.        .  rr.-+i^iQ    a^^    iq 

16  California  Administrative  Code,  Title  19,  Sec.  13 

IT  Testimony  of  the  State  Fire  Marshal,  op.  cit.,  p.  88. 

W^^'-^^L^clZSi'^Ovi^^^^^  9.    l^GO,   by   Ray   H.   Wmitaker, 

^'^!}Ju\y^-e'?uTsfed^y  Assemblyman  Don  Mulford. 

3— L-2069 
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Under  Sections  13145  and  13146  of  the  Health  and  Safety  Code 
the  State  Fire  Marshal  and  the  chief  of  any  city  or  connty  fire 
department  or  fire  protection  district  are  authorized  to  enforce 
such  regulations  (made  by  the  Fire  Marshal)  and  under  Section 
13109  of  the  code  such  officials  may  enter  any  buildings,  other 
than  dwellings,  for  the  purpose  of  enforcing  such  regulations. 

However,  the  only  express  penalty  for  violation  of  such  regula- 
tions is  provided  by  Section  13112  of  the  code,  which  makes  the 
violation  of  such  regulations  by  any  person  a  misdemeanor,  and, 
in  our  opinion,  this  criminal  penalty  would  apply  only  to  the 
operators  of  private  schools  and  not  to  officials  operating  public 
schools  (see  Sec.  19,  H.  &  S.  C,  People  v.  Contiyienial  Casualhj 
Insurance  Co.  (1935),  118  Cal.  App.  2d  133,  134). 

In  the  case  of  school  districts,  Section  15501  of  the  Education 
Code  provides  as  follows : 

"15501.  If  the  supervisor  of  health  or  any  school  district  notes 
any  defect  in  plumbing,  lighting,  or  heating,  or  any  other  defect 
in  the  school  building  which  tends  to  make  the  building  unfit  for 
the  proper  housing  of  the  children,  he  shall  at  once  make  a  de- 
tailed report  to  the  governing  board  of  the  school  district. 

"If  within  15  da3^s  after  he  has  filed  this  report,  he  finds  that 
the  board  has  made  no  provision  for  the  correction  of  the  defect, 
he  shall  at  once  report  the  defect  to  the  county  superintendent 
of  schools  Avho  shall  under  the  provisions  of  Sections  15851  to 
15856,  inclusive,  proceed  to  have  the  defect  corrected." 

It  is  possible  that  if  the  supervisor  of  health  of  a  school  district 
has  noted,  or  been  notified  of,  a  defect  in  a  school  building  of 
the  district  which  constitutes  a  violation  of  the  state  fire  regula- 
tions and  refuses  or  wilfully  neglects  to  make  the  required  report, 
he  could  be  prosecuted  for  his  refusal  or  neglect  to  make  the 
report  (see  Sec.  1002,  Ed.  C. ;  Sec.  1222,  Gov.  C).  By  the  same 
token  perhaps  the  county  superintendent  of  schools  and  the  gov- 
erning body  of  the  school  district  could  be  prosecuted  for  refusal 
or  neglect  to  proceed  to  have  the  defect  corrected.  However,  it 
should  be  noted  that  the  requirements  of  Section  15851  to  15856, 
inclusive,  of  the  Education  Code  to  correct  defects  only  apply  if 
the  cost  of  repairs  does  not  exceed  $50  and  there  is  a  sufficient 
amount  of  money  in  the  treasury  to  the  credit  of  the  district,  and 
do  not  apply  at  all  to  the  districts  governed  by  a  city  or  city  and 
county  board  of  education.  There  is,  however,  no  provision  of 
which  we  are  aware  that  imposes  any  criminal  liability  upon  any 
officer  or  employee  of  the  public  schools  for  A^iolations  of  the  state 
fire  regulations  in  public  school  buildings. 

Thus,  we  believe  it  is  clear  that  there  is  no  statutory  authority 
for  any  of  the  state  or  local  fire  officials  to  summarily  close  a 
school  (or  any  other  building  subject  to  the  state  fire  regulations) 
for  a  violation  of  such  regulations. 

Nor  is  there  any  express  statutory  procedure  provided  under 
which  such  officials  may  cause  an  action  to  be  brought  to  accom- 
plish such  closure.  Conceivably  such  officials  could  seek  to  have 
the  maintenance  of  a  school  (or  other  building  subject  to  the  state 
fire    regulations)    which    violated    such    regulations    enjoined    or 
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abated  as  a  public  imisanee  (see  Sees.  3479,  3480,  and  3494,  Civ. 
C  •  Sec  731,  C.C.P. ;  People  v.  Oliver,  86  Cal.  App.  2d  885,  889),  or 
as  Waiiist  public  policy  (C.C.P.  526;  27  Cal.  Jur.  2d  p.  132). 

Also,  since  it  would  appear  that  compliance  with  the  state  fire 
regulations,  bv  both  private  and  public  schools,  is  an  act  which 
the  law  speciallv  enjoins  (see  Sees.  13112  and  13143,  H.  &  S.  C), 
the  state  or  local  fire  officials  might  seek  a  writ  of  mandate  to 
compel  compliance  wdth  such  regulations  (see  Sec.  1085,  et  seq. 
C.C.P.). 

However,  according  to  the  information  available  to  us,  none  of 
the  above  types  of  remedial  action  has  ever  been  attempted  by 
the  State  Fire  Marshal.  We  have  no  information  as  to  whether  a 
city  fire  chief  has  attempted  any  of  such  actions ;  however,  itwould 
appear  doubtful.  Furthermore,  none  of  these  actions  specifically 
provides  for  the  closing  of  a  school,  so  that  even  if  any  of  such 
actions  should  lie,  whether  or  not  the  judgment  would  have  the 
effect  of  causing  the  closure  of  a  school  would  depend  upon  the 
specific  terms  of  the  judgment. 

Up  to  this  time  the  State  Fire  Marshal  has  been  working  on  a 
co-operative  basis  with  local  fire  officials,  and  they  in  turn  with  local 
school  districts,  in  order  to  bring  schools  up  to  adequate  fire  safety 
standards.  But  it  is  felt  by  these  fire  officials  that  stronger  methods 
are  needed  to  achieve  the  necessary  improvements  since  the  school 
officials,  already  pressed  by  financial  problems,  are  naturally  reluctant 
to  turn  money  from  educational  services  to  provide  for  building;  im- 
provements. The  delicate  political  problems  involved  in  this  question 
are  indicated  by  the  following  interchange  between  Assemblyman  Don 
Mulford  and  former  State  Fire  Marshal,  Joe  R.  Yockers.^i 

Mr.  Mulford:  Here  in  Berkeley  there  has  been  much  contro- 
versy about  the  fire  traps  in  the  city.  In  your  judgment  when 
or  if  at  all  should  these  schools  be  closed  w^hen  it  is  recognized 
and  prove  in  the  mind  of  responsible  authorities  that  the  lives  of 
school  children  are  in  danger?  This  is  a  point  of  particular  in- 
terest to  me. 

Mr.  Yockers:  It's  a  question  that  is  awfully  difficult  to  answer. 
Mr.  Mulford:  Do  you  feel  they  should  be  allowed  to  remain 
open  when  they  are  fire  traps,  or  supposed  to  be,  in  the  opinion 
of  experts? 

Mr.  Yockers :  In  my  opinion,  no. 

Mr.  Mulford :  Then  you  think  they  should  be  closed  when  there 
is  a  safety  factor  ? 

Mr.  Yockers :  T  do,  but  I  think  we  have  to  think  in  terms  of  the 
overall  state  problem;  and  were  I  to  all  at  once  close  all  of  the 
schools  that  posesssed  a  greater  than  normal  hazard,  let's  say,  in 
California,  we  would  put  hundreds  of  thousands  of  children  out 
of  school. 

]\Ir.  Mulford :  What  I  Avas  trying  to  get  at,  what  is  the  alterna- 
tive with  this  compromise  on  safety,  because  in  the  final  analysis 
that  is  what  it  is? 

21  Testimony  of  Joe  R.  Yockers,  op.  cit.,  pp.  S5-86. 
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Mr.  Yockers:  I  think  we  are  rapidly  coming  to  the  point  where 
we  are  going  to  have  to  start  closing  schools  if  something  isn't 
done.  ...  I  can't  bring  myself  to  believe  that  we  should  go  out 
and  in  every  school  where  we  find  a  fire  hazard  in  it  to  close  it, 
because  such  a  program  would  soon  be  thrown  out.  You  people  in 
the  Legislature  would  never  stand  for  me  going  out  and  closing 
up  half  of  the  schools  in  the  State  of  California,  and  so  I  am  sure 
we  have  to  exercise  reason  and  judgment  and  that  we  have  at- 
tempted to  do.  But  I  am  firmly  of  the  opinion  that  on  some  of 
these  bad  buildings  we  are  going  to  have  to  have  a  get-tough  pro- 
gram if  funds  are  not  made  available. 

There  are  many  reasons  why  a  revision  of  enforcement  procedure 
for  school  fire  safety  regulations  is  essential.  First,  the  present  regu- 
lations of  the  State  Fire  Marshal  are  of  little  effect  if  because  of  finan- 
cial reasons  the  local  districts  are  unable  or  unwilling  to  comply.  This 
very  reason  demonstrates  that  not  only  is  an  enforcement  tool  neces- 
sary but  also  it  must  be  accompanied  by  some  source  of  funds  so  that 
local  districts  are  not  compelled  on  penalty  of  closing  their  schools 
to  do  something  which  is  beyond  the  financial  resources  of  the  school 
district. 

Second,  as  Mr.  Yockers  pointed  out  in  his  testimony  above,  the  pres- 
ent criminal  procedure  is  an  inappropriate  method  by  which  to  pro- 
ceed to  correct  fire  trap  schools.  The  record  clearly  shows  that  this 
procedure  has  not  been  used,  probably  because  of  the  reluctance  of  one 
public  official  to  proceed  in  criminal  action  against  another  public  offi- 
cial regarding  a  matter  such  as  carpentry  in  a  school  building.  With 
this  past  record  in  mind  it  is  unrealistic  to  think  that  the  criminal 
procedure  method  will  enjoy  sufficient  use  in  the  future  to  insure  that 
the  schools  meet  adequate  fire  safety  standards. 

Third,  it  is  sometimes  argued  that  fire  safety  in  the  schools  is  a 
matter  of  local  concern  and  that  enforcement  should  proceed  from 
the  local  level.  There  are  several  answers  to  this  argument,  (a)  The 
enforcement  by  the  office  of  the  State  Fire  Marshal  must  be  initiated 
by  the  local  fire  officials,  for  his  deputies  in  the  local  departments  are 
his  major  arms  for  enforcement,  (b)  Safety  is,  and  has  always  been,  a 
state  concern,  removed  from  the  selfish  financial  interests  which  may 
permeate  some  local  communities  from  time  to  time  and  work  against 
the  promotion  of  adequate  health  and  safety  measures.  It  is  for  this 
reason  that  the  present  minimum  fire  safety  standards  and  minimum 
standards  for  health  and  safety  for  residential  occupancies  are  speci- 
fied in  our  state  statutes  rather  than  being  left  to  local  determination. 

(c)  From  the  evidence  presented  by  the  Fire  Marshal  and  by  officials 
of  local  communities,  lack  of  adequate  fire  safety  measures  in  our 
schools  is  a  statewide  problem  affecting  a  great  number  of  our  commu- 
nities. So  prevalent  a  problem  justifies  a  solution  on  a  statewide  level. 

(d)  Often  local  pressures  and  the  unpopularity  of  a  vigorous  enforce- 
ment program  will  deter  a  local  fire  chief  from  taking  steps  to  rem- 
edy hazardous  conditions  which  he  would  have  no  hesitation  to  pro- 
ceed against  under  a  mandate  of  state  authority. 

In  spite  of  all  these  arguments  in  favor  of  giving  to  the  State  Fire 
Marshal  injunctive   powers  to   close   hazardous  schools  these   powers 
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must  be  surrounded  by  adequate  safeg-uards  so  that  schools  will  not 
be  closed  where  the  school  board  has  already  acted  in  good  faith  to 
begin  to  eliminate  the  hazard  or  where  the  required  repairs  are  beyond 
the  financial  limitations  of  the  school  district. 

The  latter  provision  will  be  discussed  in  detail  in  the  chapter  imme- 
diately following,  entitled  "Financing  School  Fire  Safety." 

As  to  the  safeguards  against  the  abuse  of  power,  several  may  be  sug- 
o-ested  For  example,  the  State  Fire  Marshal  ought  not  to  be  able  to 
use  an  injunctive  power  until  after  the  following  conditions  have  been 
satisfied : 

1.  He  should  issue  an  appropriate  statement  to  the  local  board  of 
education,  which  is  maintaining  the  school  in  violation  of  the  fire 
regulations,  stating  what  must  be  done  to  bring  the  school  in  ques- 
tion up  to  adequate  fire  safety  standards. 

2.  The  school  district  ought  to  be  given  time  to  draw  up  and  submit 
for  approval  plans  for  remedying  the  hazardous  situation  and  to 
commence  W'Ork. 

3.  The  school  district  ought  to  be  given  time  to  arrange  for  the  fi- 
nancing of  expenditures  required. 

If  the  hazard  is  so  great  as  to  present  an  acute  danger  to  life  and  limb 
before  the  above  transaction  can  be  completed,  then  the  enforcement 
agency  can  resort  to  the  present  procedures  for  abatement  of  nuisances. 

Division  of  Archiiecture 

The  Division  of  Architecture  began  to  work  in  the  area  of  school 
construction  in  1933  after  the  passage  of  the  famous  Field  Act  dealing 
with  earthquake  hazards.  This  law  resulted  from  the  structural  failure 
of  school  buildings  in  the  Compton-Long  Beach  earthquake  of  March 
1933.  It  established  the  authority  of  the  Division  of  Architecture,  De- 
partment of  Public  Works,  to  make  rules  and  regulations  about  the 
safety  of  design  and  construction  of  public  school  buildings.  This  au- 
thority is  fully  defined  in  Education  Code  Sections  15451-15465  and 
Title  21  of  the  California  Administrative  Code. 

The  Division  of  Architecture  works  closely  with  both  the  State  Fire 
Marshal  and  the  Department  of  Education.  As  explained  above,  co- 
ordination with  the  efforts  of  the  Fire  Marshal  is  achieved  by  placing 
Fire  Marshal's  deputies  in  the  offices  of  the  Division  of  Architecture 
to  w^ork  with  the  division  in  checking  plans. 

Co-ordination  of  the  programs  of  the  Division  of  Architecture  and 
the  Department  of  Education  is  achieved  by  mutual  agreement  be- 
tween the  division  and  the  Bureau  of  School  Planning  clarifying  how 
the  two  agencies  would  work  together  without  duplication  of  effort.22 
This  agreement  is  based  on  the  recognition  that  the  jurisdiction  of  the 
Divisioii  of  Architecture  is  much  broader  than  that  of  the  Department 
of  Education.  The  division  deals  with  all  schools,  regardless  of  size  or 
organizational  status,  while  unified  districts  over  1,500  average  daily 
attendance  and  districts  under  the  direction  of  a  city  board  of  educa- 
tion are  beyond  the  jurisdiction  of  the  Department  of  Education.  The 
ao-reemeut  also  included  the  provision  that  the  Department  of  Educa- 
ti'on  would  wwk  with  school  district  officials  and  their  architectural 

23  Details  of  this  agreement  are  from  the  testimony  of  Mr.  Doyt  Early,  op.  cit.,  p.  92. 
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and  engineering  representatives  through  the  location,  planning,  and 
financing  stages  of  school  building  design,  and  that  the  Division  of 
Architecture  would  work  with  the  same  school  district  personnel  in 
terms  of  the  structural,  fire,  panic,  and  earthquake  safety  features  of 
the  school  building  plans.  The  two  state  agencies  also  agreed  to  co- 
operate with  each  other  when  alternate  solutions  to  design  and  con- 
struction problems  were  presented.  Where  choices  involved  factors 
which  impinge  upon  the  instructional  value  of  the  building,  the  solution 
having  the  most  educational  values  would  be  preferred. 

The  jurisdiction  of  the  Division  of  Architecture  extends  to  all  plans 
for  completely  new  construction  of  school  buildings.  These  plans 
must  be  submitted  to  the  Division  for  its  approval  regardless  of  the 
coiitemplated  cost  of  the  construction.  In  Addition,  when  a  school  dis- 
trict wishes  to  add  or  to  alter  an  existing  building,  it  must  submit  its 
plans  for  approval  if  the  cost  of  the  additions  or  alterations  exceeds 
$10,000.  Prior  to  the  1959  Legislative  Session  the  jurisdiction  of  the 
Division  extended  to  improvements  of  .$4,000  or  more.  The  cost 
limit  was  raised  by  A.B.  No.  448  (1959)  to  permit  school  districts  to 
make  alterations  and  additions  to  existing  schools  constructed  prior  to 
the  passage  of  the  Field  Act  without  the  considerable  expense  of  bring- 
ing these  older  schools  up  to  present-day  structural  standards.  The 
effect  of  this  act  was  to  enable  the  substantial  alteration  and  enlarge- 
ment of  present  school  plants  without  having  the  plans  and  specifica- 
tions checked  for  fire,  panic,  and  structural  safety.--'^  The  Department 
of  Education  feels  that  this  lack  of  inspection  of  plans  for  alterations 
costing  less  than  $10,000  constitutes  an  inadequacy  in  the  law.  The  Di- 
vision of  Architecture  and  the  proponents  of  A.B.  No.  448  however 
argued  that  since  the  time  of  enacting  the  prior  $4,000  limitation,  the 
cost  of  building  has  increased  so  much  that  a  $10,000  alteration  is 
still  not  likely  to  be  a  major  structural  alteration.  Exemption  of 
alterations  and  additions  costing  less  than  $10,000  merely  enables  school 
districts  to  make  building  improvements  quickly  without  the  time- 
consuming  process  of  getting  plans  checked  by  the  Division.  It  is  further 
argued  that  if  the  law  were  to  require  that  where  minor  building  altera- 
tions or  additions  are  made,  the  entire  building  must  be  brought  up  to 
the  standards  required  by  the  Field  Act,  this  would  discourage  im- 
provement of  old  school  buildings  which  are  still  being  used. 

Since  the  Legislature  so  recently  spoke  on  this  issue  when  it  decided 
upon  A.B.  No.  448,  it  is  of  little  avail  to  raise  the  question  again. 

In  addition  to  its  function  of  checking  plans  for  school  construction 
or  alteration,  the  Division  of  Architecture  is  also  charged  by  statute 
to  make  such  inspection  of  school  buildings  and  construction  work  as  is 
necessary  for  proper  enforcement  of  statutory  provisions  applicable 
thereto  or  as  is  requested  by  the  governing  board  of  the  school  district 
or  by  10  percent  of  the  parents  having  children  in  the  district  schools.-^ 
Supervision  of  the  construction  work  must  be  under  the  responsible 
charge  of  a  certified  architect  or  structural  engineer,  unless  no  archi- 
tectural or  structural  changes  are  involved."^ 

^  Ihid..  p.  94. 

24  California  Education  Code,  Sec.  15463. 

23  California  Education  Code,  Sec.  1.5459. 


SCHOOL  FIRE  PROTECTION   AND  RESIDENTIAL  SAFETY  25 

Department  of  Education 

The  Department  of  Education  is  responsible  for  making  certain  rules 
and  regulations  relating  to  school  buildings  and  in  certain  cases  for 
checkiuG-  plans  for  these  buildings.  .    . 

The  Bureau  of  School  Planning  is  delegated  the  task  of  adnnnister- 
ing  these  regulations.  The  bureau  differs  from  the  Fire  Marshal's  office 
and  the  Division  of  Architecture  in  that  its  jurisdiction  is  much  more 
restricted.  In  the  first  place  the  bureau  deals  only  with  public  schools 
and  not  with  private  schools.  Second,  school  districts  governed  by 
city  boards  of  education  are  not  under  the  jurisdiction  of  the  Bureau 
of  School  Planning,  nor  are  the  governing  boards  of  unified  school  dis- 
tricts with  an  average  daily  attendance  of  1,500  or  more,  since  these 
latter  districts  have  all  the  rights  and  privileges  of  a  city  board  of 
education.  .  . 

Specificallv,  the  responsibility  of  the  Department  of  Education  with 
regard  to  school  buildings  in  accordance  with  the  Education  Code,  and 
Title  5  of  the  Calif ornia  Administrative  Code  are  as  follows :  -'' 

"1  To  advise  with  the  governing  board  of  each  school  district  on 
"  the  acquisition  of  new  school  sites  and,  after  a  review  of  the  avail- 
able plots,  give  the  governing  board  of  the  district  m  writing  a 
list  of  the  approved  locations  in  order  of  their  merit,  considering 
especially  the  matters  of  educational  merit,  reduction  of  traffic 
hazards,  and  conformity  to  the  organized  regional  plans  as  pre- 
sented in  the  master  plan  of  the  planning  commission  having 
jurisdiction. 
' '  2.  Establish  standards  for  school  buildings. 

"3.  Review  all  plans  and  specifications  for  buildings  in  every  dis- 
trict required  to  submit  plans  and  specifications  therefor  to  it 
for  approval.  The  department  may,  upon  the  request  of  the  gov- 
erning board  of  anv  other  district,  review  plans  and  specifica- 
tions for  buildings  'in  such  district.  A  schedule  of  charges  for 
such  services  is  formulated  by  the  department. 
"4.  Approve  plans  and  specifications  submitted  by  governing  boards 
of  school  districts,  and  return  without  approval  and  with  recom- 
mendations for  changes,  any  plans  not  conforming  to  established 
standards. 
"5.  Make   all  necessary  provisions  by  which   governing  boards   of 
school  districts,  or  architects  engaged  by  them,  may  procure  by 
purchase  or  otherwise,' copies  of  standard  specifications,  plans, 
and  building  codes  prepared  by  the  department. 
"6    Make    upon  the  request  of  the  governing  board  of  any  school 
district   except  a  citv  board  of  education,  a  survey  of  the  build- 
ing needs  of  the  district,  advise  the  governing  board  concerning 
the  building  needs,  suggest  plans  for  financing  a  building  pro- 
o-ram  to  meet  the  needs,  and  collect  the  cost  of  the  survey  exclu- 
sive of  the  salaries  of  the  state  employees  participating  therein, 
from  the  district." 

20  Quoted  from  the  summary  of  duties  presented  in  testimony  of  Mr.  Doyt  Early,  Ibid., 
pp.  90-91. 
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With  these  duties  in  mind  it  can  be  easily  seen  that  the  Department 
of  Education  is  primarily  concerned  not  with  the  adequacy  of  fire 
safety  facilities  in  the  schools  but  rather  with  the  educational  aspects 
of  school  construction.  The  Bureau  of  School  Planning  deserves  men- 
tion in  this  report,  however,  because  the  Bureau  works  in  close  co- 
operation with  the  Fire  Marshal  and  the  Division  of  Architecture  in 
planning  the  total  school  building. 

The  Role  of  Local  Government 
Fire  Departments 

The  local  fire  departments  have  the  major  role  in  achieving  fire 
safety  in  the  schools.  Title  5  of  the  California  Administrative  Code 
makes  it  mandatory  for  each  public  schooi:  to  have  a  fire  drill  at  least 
once  each  month. 

At  the  1959  Regular  Session  of  the  Legislature  a  statute  was  enacted 
(A.B.  No.  2357)  requiring  the  fire  chief  in  each  county  to  inspect  every 
school  building  in  his  jurisdiction  for  the  purpose  of  enforcing  fire 
regulations  at  least  onee  each  year. 

Health  Officer 

The  local  health  officer  may  also  be  involved  in  fire  safety  under  the 
Education  Code  requirement  that  if  the  supervisor  of  health  of  any 
school  district  notes  any  defect  in  plumbing,  lighting,  heating,  or  any 
other  defect  in  the  school  building  which  tends  to  make  the  building 
unfit  for  the  proper  housing  of  the  children,  he  must  at  once  make  a 
detailed  report  to  the  governing  board  of  the  school  district.  If  within 
15  days  after  he  has  filed  this  report  he  finds  that  the  board  has  made 
no  provision  for  the  correction  of  the  defect,  he  must  at  once  report 
the  defect  to  the  county  superintendent  of  schools  who  must  proceed 
to  have  the  defect  corrected. ^^ 

Build'mg  Officials 

Supervision  of  school  construction  projects  is  done  by  local  building 
officials,  although  the  Division  of  Architecture  may  under  its  powers 
oversee  the  building  work. 

_  The  Bureau  of  School  Planning  has  suggested  that  the  two  large  and 
significant  areas  of  mechanical  and  electrical  design  features,  which 
have  a  direct  bearing  on  fire  and  panic  safety,  are  not  adequately 
checked  on  the  installation  level.  The  bureau  makes  this  recommenda- 
tion :  ' '  The  mechanical  and  electrical  phases  of  school  building  design 
should  be  inspected  and  approved  during  the  installation  phase  of  con- 
struction by  the  designing  engineer.  At  the  completion  of  construction 
an  affidavit  should  be  signed  by  the  architect  and  his  mechanical  and 
electrical  engineers  to  the  effect  that  the  mechanical  and  electrical  areas 
of  design  have  been  inspected  and  approved  during  installation  and 
that  they  have  been  installed  as  designed  and  meet  all  basic  safety 
orders."  ^^ 

27  California  Education  Code,  Sec.  15501. 

28  Testimony  of  Mr.  Doyt  Early,  op.  cit.,  p.  97. 
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Insurance  Companies 

In  addition  to  the  annnal  inspection  conducted  by  the  fire  depart- 
ment most  local  schools  are  also  inspected  annually  by  their  insurance 
carriers.  Since  this  is  an  added  source  of  information,  it  has  been  sug- 
gested that  it  should  be  mandatory  for  the  school  district  to  submit 
copies  of  these  insurance  carriers '  reports  to  the  office  of  the  State  Fire 
Marshal.  These  reports  would  supplement  the  information  obtained 
from  the  local  fire  deparments  and  give  him  a  clearer  composite  picture 
of  the  fire  safety  hazards  in  local  schools. 

School  Districts 

Eesponsibility  for  maintaining  adequate  fire  safety  standards  in  the 
schools  is  usually  distributed  among  teachers,  maintenance  personnel, 
and  administrative  personnel.  Although  there  is  no  uniform  allocation 
of  authority  in  California  school  districts,  the  following  outline  sug- 
gets  a  model  for  division  of  responsibility :  -^ 

A.  The  School  Board 

1.  Instruct  superintendent  to  comply  with  fire  safety  laws,  ordi- 
nances, and  directives  and  request  evidence  of  compliance  with 
fire  safety  laws. 

2.  Yearly  review  by  the  board  of  the  directives,  plans,  and  pro- 
cedures established  for  carrying  out  local  and  state  fire  pre- 
vention legislation.  This  should  include  an  evaluation  of  the 
work  of  the  safety  education  supervisor  appointed  by  the 
superintendent  to  be  responsible  for  the  supervision  and  ad- 
ministration of  fire  safety  education  and  accident  prevention. 

3.  Appoint  one  faculty  eo-ordinator  as  responsible  for  all  phases 
of  school  safety  education  and  accident  prevention  including 
his  duties  as  co-ordinator  of  fire  safety  education  aud  preven- 
tion. 

4.  Provision  for  regular  inspection  of  school  premises  by  legal 
authorities  and  by  insurance  and  fire  prevention  engineers  in 
order  to  review  and  improve  local  and  state  legal  requirements 
for  fire  safety  education  and  accident  prevention. 

B.  Superintendent 

1.  Liaison  with  all  state  and  local  fire  prevention  authorities  to 
be  sure  that  all  fire  laws,  ordinances,  and  regulations  applying 
to  the  school  are  on  file  and  properly  distributed  and  inter- 
preted to  all  appropriate  personnel. 

2.  Inspection  of  each  individual  school  building  to  determine  if 
all  fire  laws  and  regulations  are  understood  and  complied  with. 

3.  Investigation  and  evaluation  of  the  effectiveness  of  fire  pre- 
vention education  included  in  the  curriculum. 

4.  Active  promotion  of  co-curricular  organizations  of  fire  safety 
monitors,  assistants,  etc.,  in  order  to  expand  fire  safety  educa- 
tion and  youth  leadership  in  exit   drills,   panic   control,   etc. 

5.  Liaison  with  insurance  and  other  fire  prevention  advisory 
groups,  civil  defense  authorities,  building  contractors,  archi- 

2»  From  Charles  A.   French,   "What  Can  You  Do  for  Fire  Safety?"  Ame7-ica7i  School 
Board  Journal,  138  (March  1959),  p.  35. 
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teets,  and  all  other  organizations  and  persons  equipj^ed  to  give 
assistance  and  training  aids  nsefnl  to  fire  prevention,  disaster 
control,  evacnation  procedure,  panic  control,  and  first  aid. 

6.  Provision  of  an  effective  program  of  inservice  education  in 
fire  prevention,  exit  drill  and  alarm  regulations,  panic  control 
and  first  aid  for  all  adult  personnel  of  each  school,  including 
faculty  members,  custodians,  lunchroom  and  clerical  staff. 

7.  Assistance  in  planning  and  periodic  evaluation  of  evacuation 
charts,  plans,  and  maps  for  each  school  building. 

8.  Consultation  to  provide  a  fire  safety  check  of  architect's  plans 
for  new  buildings  and  additions. 

C.  School  Principal  ^ 

1.  Careful  compliance  with  all  directives  mentioned  above  in 
order  to  be  sure  that  these  directives  are  met  with  appropriate 
action. 

2.  Regular  and  periodic  check  of  faculty  members,  other  adult 
personnel,  and  students  of  his  school  to  see  if  fire  safety  regu- 
lations are  completely  understood  and  practiced. 

3.  A  complete  plan  of  alarm  and  evacuation  drill  procedures  on 
file  and  posted  to  inform  all  concerned. 

4.  Regular  and  surprise  evacuation  drills  at  least  eight  times  per 
school  year,  utilizing  various  plans  of  egress,  student-teacher 
leadership,  etc. 

5.  A  posted  and  practiced  plan  for  disrupting  electric  power  or 
other  utilities  service  during  emergencies  with  tools  and  in- 
structions available  to  all  adult  personnel,  as  well  as  the  school 
engineer,  principal,  etc. 

6.  Regular  inspection  of  the  school  plant  and  program  in  shops, 
science  laboratories,  etc.,  to  eliminate  hazards  of  poor  house- 
keeping, overloading  of  electric  equipment,  improper  storage 
of  flammables,  and  many  other  hazards  that  develop  through 
changes  in  school  programs,  lack  of  emphasis  on  fire  safety 
instruction,  and  other  causes. 

7.  Checkup  on  readiness  of  fire  fighting  equipment  and  practice 
in  its  use  by  all  adult  personnel. 

8.  Completion  of  all  required  reports  and  inspection  forms  desig- 
nated by  laAV,  ordinance  or  regulation,  and  communication  of 
pertinent  facts  to  appropriate  personnel. 

9..  Competent  supervision  of  fire  safety  instruction  in  all  per- 
tinent curriculum  areas. 

10.  Adequate  preparation  of  all  appropriate  personnel  in  special 
problems  of  disaster  such  as  panic  control,  first-aid,  co-opera- 
tion with  public  officials,  etc. 

11.  Initiation  of  requests  to  officials  for  fire  safety  improvements 
such  as  the  enclosure  of  stairwells,  installation  of  fire  stops 
and  fire  doors,  elimination  of  obstructions,  use  of  sprinklers 
and  automatic  detection  systems,  and  construction  changes 
found  necessary  through  inspection  and  consultation  with 
architects,  builders,  fire  prevention  engineers,  etc. 
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12.  Infonimtioii  and  requests  for  improvement  to  school  officials 
on  overcrowding  of  school  building  space,  lack  of  sufficient 
exit  and  stair  space,  inadequate  number  of  alarm  signal  sta- 
tions, lack  of  fire  resistive  building  materials,  exits  lacking 
panic  bars,  and  other  problems  of  fire  prevention,  evacuation, 
and  damage  control. 

D.  Classroom  Teacher 

1.  Utilize  all  the  dramatic  and  vivid  instructional  aids  obtainable 
to  accomplish  learning  ob.ieetives  about  fire  and  combustion, 
panic  control,  methods  of  emergency  exit  drills,  leadership  by 
teacher  and  pupils,  etc. 

2.  Using  classroom  events  and  subject  matter  areas  as  spring- 
boards to  integrated  knowledge,  skill,  and  attitudes  on  fire 
safety. 

3.  Acting  safely  to  give  the  best  possible  example  to  pupils  on 
safe  storage 'of  supplies  and  other  housekeeping,  safe  use  of 
electric  equipment  and  tools,  and  an  appropriate  attitude  to- 
ward evacuation  drills  and  other  safety  measures.  The  teacher 
must  be  willing  to  help  pupils  grow  in  the  development  of 
these  same  attitudes  and  develop  leadership  potential  as  fire 
marshals,  helpers,  and  rank  and  file  co-operators. 

4    Passing  on  to  the  proper  officials  any   insights   obtained   on 
fire  construction  needs,  detection  and  alarm  systems,  corridor 
hazards,  over-crowding,  and  all  other  fire  safety  aspects  pre- 
viously outlined  as  necessary  to  the  proper  instruction  of  prm- 
cipals^  administrators  and  the  school  board  as  they  develop 
policy. 
5.  Encouraging  school  patrons  to  assist  Avith  fire  safety  education 
by  helping  children  obtain  certain  information  and  reinforcing 
it  through  home  emphasis. 
In  addition  to  the  duties  mentioned  above  a  course  of  study  in  fire 
protection  is  offered  in  the  elementary  and  high  schools.  This  instruction 
is  mandatory  under  the  Education  Code  and  should  deal  with  the 
protection  of  lives  and  property  against  loss  and  damage  as  a  resiilt 
of  preventable  fire.  The  purpose  of  including  this  information  m  the 
school  curriculum  is  (a)  to  create  an  understanding  of  the  causes  and 
orio-ins   of   fires,    (b)    to    emphasize   the    dangers   of   carelessness   and 
neglect  in  homes  and  public  buildings,  and  the  necessity  of  care  m  the 
use  of  fires,  and   (c)   to  promote  an  interest  in  preventing  fires  and 
the  protection  of  lives  and  property.   The  duty  of  carrying  out  this 
requirement   falls   upon   the   State  Board  of   Education,   which   must 
adopt  such  rules  and  regulations  as  it  deems  necessary  and  proper  to 
secure  establishment  of  the  courses,  the  siiperintendent  of  schools  and 
local  school  boards  who  must  enforce  the  course,  and  the  school  teachers 
whose  obligation  is  to  devote  a  reasonable  time  m  each  month  during 
which  school  is  in  sessio.n  to  the  instruction  of  pupils  m  the  study  of 
fire  prevention. 
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FINANCING  SCHOOL  FIRE  SAFETY 

There  are  several  alternate  ways  in  which  fire  safety  improvements 
other  than  maintenance  tasks  may  be  financed.  First,  funds  for  this 
purpose  may  be  obtained  from  the  general  operating  fund  of  the  school 
district.  This  fund,  however,  is  generally  needed  to  supply  educational 
services,  and  to  require  major  building  improvements  from  this  source 
would  substantially  lower  the  instructional  standards  of  the  school 
district. 

The  second  source  of  funds  for  fire  safety  come  from  bond  issues. 
This  source,  however,  requires  the  consent  of  tAvo-thirds  of  the  voters, 
and  as  was  seen  in  the  chapter  on  "School  Fire  Perils,"  in  many 
districts  the  voters  have  been  very  reluctant  to  take  this  extra  expense 
upon  themselves.  Part  of  the  reason  for  this  failure  of  bond  issues,  it 
must  be  admitted,  is  that  the  request  for  funds  for  school  fire  safety 
was  coupled  with  requests  for  funds  for  other  purposes.  It  is  argued 
strongly  by  some  that  separation  of  the  purposes  for  which  the  bonds 
are  required  would  result  in  the  passage  of  bonds  for  improvements  so 
essential  to  life  safety  as  fire  protection  facilities.  This  argument  fails 
to  explain  the  failure  of  bonds  in  many  cases  for  several  reasons.  Many 
times  the  refusal  of  the  voters  to  approve  additional  expenditures  is  a 
revolt  of  property  owners  against  increased  taxes  in  any  form.  An 
example  of  this  phenomena  was  the  municipal  election  in  Berkeley  in 
June  1960.  Municipal  bonds  w^ere  voted  upon  according  to  purpose. 
Separate  bonds  were  requested  for  purposes  such  as  sewers,  fire  protec- 
tions, and  beautification  of  the  civic  center.  All  of  the  bonds  failed, 
regardless  of  purpose.  Furthermore,  because  the  amount  to  be  spent 
on  fire  improvements  may  be  small  compared  with  the  total  assessed 
valuation  of  the  school  district  or  with  the  annual  school  district  budget, 
it  would  be  inefficient  to  issue  only  perhaps  $20,000  Avorth  of  bonds  at 
once.  And  finally,  a  good  argument  can  be  made  for  the  proposition 
that  the  needs  of  school  safety  ought  to  be  considered  in  conjunction 
with  other  vital  necessities  of  the  educational  process  and  in  conjunction 
Avith  the  overall  financial  planning  of  the  school  district.  This  Avould 
not  be  practicable  if  the  purposes  for  which  funds  Avere  needed  and 
the  amounts  to  be  used  Avere  fragmented  and  submitted  to  the  voters 
in  pieces. 

The  third  source  of  funds  for  fire  safety  may  be  derived  from  an  over- 
ride school  district  tax.  The  school  district  may  override  by  majority 
vote  the  maximum  school  district  tax  specified  in  the  Education  Code. 
The  latest  records  of  the  Department  of  Education  shoAv  that  of  the 
1,731  school  districts  in  the  State  of  California  877,  or  approximately  51 
percent  of  the  districts,  are  now  taxing  over  the  maximum  school  dis- 
trict tax  rate.  These  877  districts  include  2,639,708  pupils,  or  84  percent 
of  California's  public  school  population.  On  the  other  hand  38  percent 
of  the  districts,  AAdiich  care  for  10  percent  of  the  school  children,  are 
taxing  at  the  maximum  rate,  Avhile  the  remaining  11  percent  of  the 
school  districts  comprising  6  percent  of  the  students  tax  beloAv  the 
maximum  rate.-^ 

It  is  interesting  to  note  that  for  many  purposes  deemed  essential  to 
the  Avell-being  of  the  students  the  school  district  can  tax  above  the 

2s  Department  of  Education,  Bureau  of  Education  Research,  "Distribution  of  General 
Purpose  Tax  Rates  by  Administrative  Organizations  and  A.D.A.,"  1958-59. 
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maximum  school  district  tax  rate  witJioiit   first  having  an  election. 
These   purposes  include : 

1.  District  contribution  to  retirement  annuity  fund  ^o 

2.  District  contribution  to  state  employee  retirement  ^i 

3.  Meals  for  needy  pupils  ^- 

4.  Community  services  ^^ 

5.  Annual  repayment  on  account  of  public  school  building  fund 
apportionment  "'^ 

6.  Annual  repayment  to  school  building  fund  ^^ 

7.  Payment  of  original  district  for  acquisition  of  property  ^^ 

8.  District  contribution  for  OASI  ^" 

9.  Education  for  mentally  retarded  minors  ^s 

10.  Payment  to  county  school  service  fund  ^^ 

11.  Payment  to  districts  for  education  provided  in  county  institu- 
tions ^^ 

In  the  1960  First  Extra  Session  of  the  Legislature  A.B.  53  was 
passed.  This  measure  authorized  the  school  district  to  exceed  the 
maximum  school  district  tax  rate  to  the  extent  necessary  to  obtain 
funds  to  bring  the  district 's  school  buildings  up  to  adequate  fire  safety 
standards.  This  provision  is  very  lindted  in  its  applicability,  however, 
and  in  order  to  qualify  for  the  funds  the  district  must  meet  the  follow- 
ing requirements : 

1.  The  tax  increase  cannot  exceed  2  percent  of  the  appraised  replace- 
ment value  of  each  building  for  which  the  fire  prevention  improve- 
ments are  to  be  made. 

2.  The  Fire  Marshal  must  certify  that  fire  prevention  improvements 
are  necessary  to  meet  the  minimum  standards  and  regulations. 

3.  The  State  Department  of  Education  must  certify  that  the  school 
district's  financial  resources  are  such  that  the  increased  tax  is 
necessary  to  provide  for  the  proposed  fire  prevention  improve- 
ments. 

4.  The  Department  of  Education  must  also  certify  that  the  school 
district  has  voted  on  a  bond  issue  for  capital  outlay  purposes 
twice  within  the  last  year,  and  that  at  each  election  the  issue 
received  a  majority  vote  but  failed  to  obtain  the  necessary  two- 
thirds  vote. 

The  latter  provision  was  inserted  in  the  bill  under  the  philosophy 
that  there  should  not  be  an  extra  tax  placed  upon  the  people  of  the 
district  unless  and  until  the  voters  in  the  district  gave  their  consent. 
However,  the  long  list  of  measures  cited  above  which  do  not  require 
voter  approval  provides  ample  precedent  for  the  assertion  that  some- 
thing  as  vital   to   the  lives   of   the   children   as   fire   safety   ought   to 

so  California  Education  Code,  Sees.  14210  and  14214. 

31  California  Government  Code,  Sec.  20532. 

32  California  Education  Code,  Sec.  11706. 

33  California  Education  Code,  Sec.  20801. 
3*  California  Education  Code,  Sec.  1944.3. 
35  California  Education  Code,  Sec.  19G19. 
3"  California  Education  Code,  Sec.  1615. 

37  California  Education  Code,  Sec.  20S01.5. 
3s  California  Education  Code,  Sec.  6913.1. 
3fl  California  Education  Code,  Sec.  8955. 
*"  Califoi-nia  Education  Code,  Sec.  6854. 
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be  provided  regardless  of  whether  the  pecuniary  interest  of  the  voters 
in  the  school  district  is  stronger  than  their  feelings  of  responsibility  for 
the  safety  of  the  school  children.  It  would,  therefore,  be  advantageous 
to  the  welfare  of  the  school  children  of  this  State  if  the  last  mentioned 
restriction  (number  4  above)  were  amended  so  that  all  that  would  be 
reCiLiired  is  that  the  school  district  did  propose  a  bond  issue  within  the 
past  year,  but  that  the  bond  issue  was  defeated.  Also,  if  we  are  to  have 
a  continuing  program  of  effective  fire  safety  in  ('alifornia  schools,  the 
source  of  funds  for  this  purpose  should  be  continuing.  Thus,  it  is  also 
recommended  that  the  time  limitation,  "for  the  fiscal  years  1960-61  and 
1961-62,"  be  removed. 

A  fourth  source  of  funds  for  school  fire  safety  improvements  is  tlie 
state  aid  for  impoverished  school  districts.  Although  one-third  of  all 
the  school  districts  in  California  are  now  drawing  upon  the  State  School 
Building  Loan  Fund,  established  to  aid  school  districts  to  obtain  needed 
school  facilities  after  the  school  district  has  exhausted  its  own  available 
resources,  this  fund  does  not  seem  to  provide  an  adequate  pool  of  re- 
sources for  fire  safety  improvements  for  two  reasons.  First,  the  fund 
does  not  provide  funds  for  alterations  or  remodeling  of  existing  school 
facilities  to  obtain  greater  fire  safety.  If  the  unsafe  features  of  the 
building  are  sufficiently  severe  to  make  it  unfeasible  to  correct  them, 
then  the  school  district  can  qualify  for  state  funds  to  replace  the  un- 
safe building.  Thus,  the  fund  is  a  last  resort  and  would  not  provide 
resources  for  a  continuing  prevention  program."^^  Furthermore,  the 
number  of  districts  which  can  qualify  for  these  funds  is  limited.  The 
district  must  have  exhausted  its  own  resources.  This  means  that  it  must 
have  reached  nearly  the  limit  of  its  permissible  bonded  indebtedness. 
Where  the  school  board  cannot  gain  the  acceptance  of  a  bond  issue  how- 
ever, as  is  the  case  in  many  of  the  urban  school  districts,  the  district- 
cannot  qualify  for  state  aid. 

SCHOOL  FIRE   HAZARDS 

Aside  from  requiring  alarm  systems,  the  statutes  in  California  do 
not  specify  the  various  equipment  and  building  design  for  adequate 
fire  safety.  These  specifications  are  left  to  the  California  Administrative 
Code. 

In  the  1959  Session  of  the  Legislature  A.B.  2005  was  introduced 
by  the  late  Assemblyman  Seth  Johnson.  The  bill  required  automatic 
fire  alarm  systems  and  automatic  sprinkler  systems  for  schools  of  more 
than  one  story.  In  addition  the  proposed  alarm  systems  were  to  be 
heat  activated.  To  finance  this  expenditure  the  maximum  school  dis- 
trict tax  rate  was  to  be  increased  to  meet  the  cost  of  the  alterations 
required  for  compliance  with  the  proposal. 

Although  fire  tests  have  proved  the  merit  of  sprinkler  systems,  there 
may  be  other  methods  of  achieving  the  same  degree  of  fire  safety  in 
some  case>.  For  this  reason  it  may  be  argued  that  it  is  not  advisable 
to  make  mandatory  by  statute  such  a  rigid  and  costly  requirement  as 
sprinkler  systems.  This  function  of  judging  what  will  meet  the  require- 
ments of  life  safetv  is  best  left  to  an  administrative  agencv  which  can 


"  Letter  from  Mr.  Charles  Gibson,  Chief  of  the  Bureau  of  School  Planning 
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keep  the  regulations  up  to  date  aud  can  comprehend  the  difficulties 
presented  in  each  individual  situation. 

As  a  matter  of  record  the  State  Fire  Marshal  has  done  an  excellent 
job  in  keeping  the  regulations  up  to  date.  The  present  revision  of 
Title  19  is  an  example  of  continuing  progress  in  this  field.  The  follow- 
ing "School  Fire  Hazard  Checklist"  demonstrates  the  extent  to  which 
ideal  solutions  to  fire  hazards  have  been  incorporated  into  the  regula- 
tions of  the  Fire  Marshal  and  made  part  of  the  state  law.^ 

SCHOOL    FSRE    HAZARD    CHECKLIST 

(Bold-faced  suggested  solutions  have  been  enacted  into  low) 


II(t;:ar(l 

AVAILABILITY  OF 
COMBUSTIBLES 

1.  Trash  stored  in  improper  place. 


2.  Tr.  sb   stored   in   improper  container. 


3.  Use  of  liquefied  petroleum  gas   as   a 
fuel. 

4.  Dry     vegetation    growing    on    school 
grounds  and  nearby  premises. 

AVAILABILITY   OF    IGNITION 
ELEMENT 

1.  Burning      in      improper     incinerators 
near  school  grounds. 

2.  School     has     improper     incineration 
equipment. 


Huygesitd  solution 


All  basements,  closets,  attics,  and 
other  similar  places  not  open  to 
continuous  observation  shall  be 
kept  free  of  combustibles  unless 
protected  by  an  automatic  sprinkler 
system. 

Alt  combustible  material  must  be 
stored  in  approved  noncombustible 
containers. 

Where  liquefied  petroleum  gas  is  used, 
storage,  handling  and  use  must  be 
in    accord    with    Title    19    provisions. 

No  dry  vegetation  is  permitted  on 
any    premises    adjacent    to    schools. 


3.  Faulty  electrical  wiring 


Prohibit  burning  in  improper  containers 
near  schools. 

Unless  other  approved  means  are 
provided  for  prompt  disposal  of 
rubbish,  approved  incinerators  must 
be  constructed,  located,  and  main- 
tained so  that  waste  material  can 
be  safely  burned  at  any  hour  of  the 
day   where    local    ordinances    permit. 

Installation  and  maintenance  of  elec- 
trical wiring,  fixtures,  and  appli- 
ances are  subject  to  Division  of 
Industrial  Safety  Regulations.  Ven- 
tilation and  refrigeration  equipment 
also  is  subject  to  installation  and 
maintenance   standards. 

Type,  placement,  installation,  mainte- 
nance and  operation  of  all  heating 
appliances  in  schools  is  specified  in 
Title    19. 

I'rohibit  smoking  on  school  grounds. 
Keep  trash  and  combustibles  in  fire- 
resistive  areas  where  students  are  not 
permitted. 

1  Information  for  the  compilation  of  this  chart  is  drawn  from  the  following  sources: 
Roben  J.  Quinn,  "Wniat  Must  Be  Done  for  Fire  Safety?',  Amepcan  ^9''»ol^/^aul 
Journal'  xis  (March  1959),  p.  32.  N-  L  Englehardt,  ''Safeguarding^  &c^^^^^ 
Against  Fire  Dangens,"  American  School  Board  Journal,  128  (February  1J..4), 
pp.  65-67. 


4.  Defective  heating  appliances. 


').   Smoking  and  careless  use  of  matches 
by   students  on  school  grounds. 
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DELAYED   DETECTION 
AND   ALARM 

1.  Fire  not  immediately  detected  be- 
cause it  started  in  unoccupied  liuild- 
ing. 

2.  Fire  starts  iu  unoccupied  part  of 
building  and  is  not  detected  by  occu- 
pants until  it  has  a  good  start. 


3.  Inability  of  cbildren  to  sound  alarm. 


EMERGENCY   EQUIPMENT 
UNAVAILABLE 

1.  No  extinguisher  available. 


2.   Students    cannot   reach    extinguisher. 


3.  Inexperience  in  using  extinguisher. 

4.  Extinguishers   not   in   operating   con- 
dition. 

5.  Inability  to  find  extinguishers. 


6.  Fire  hose  not  in  good  operating  con- 
dition. 

7.  Insufficient  substance  in  extinguisher 
to  quench  fire. 

5.  Improper  emergency  equipment  used. 

RAPID   SPREAD  OF   FIRE 

1.  Collection    of    smoke    and    fumes   im- 
pair exit. 

2.  Fire     drawn     up     through     vertical 
shafts. 

3.  Fire  doors  made  ineffective  by  being 
wedged  open. 

4.  Collection  of  smoke  in  halls. 

0.   Spread   of   smoke   and   fumes   by    ex- 
haust fans. 

6.  Combustible   paints   enable  ilames   to 
spread  quickly. 

7.  Special      fire-resistant      construction 
needed  in  ultrahazardous  areas. 


Automatic  sprinkler  systems,  dry 
standpipes,  and  wet  standpipes  re- 
quired   in    certain    old    schools. 

Provide  heat-activated  or  smoke-acti- 
vated automatic  alarm  system. 

AM  schools  with  over  50  students 
must  have  a  dependable  manual 
alarm. 

Mark  all  manual  alarm  switches  con- 
spicuously and  lilace  them  not  more 
than  four  feet  from  floor. 

-\ 

Approved  type  fire  extinguishers  shall 
be  located  throughout  the  entire 
structure  in  such  a  manner  that  a 
person  will  not  have  to  travel  more 
than  100  feet  from  any  point  to 
reach  the  nearest  unit,  but  at  least 
one  unit  shall  be  provided  for  each 
5,000  square  feet. 

Install  extinguisher  at  a  level  and  in 
such  a  manner  that  it  can  be  easily 
reached. 

Train  teachers  and  students  in  types  of 
■  extinguishers  and  their  operation. 

Provide  for  annual  recharge  of  all  soda- 
acid  extinguishers. 

Instruct  all  school  students  and  person- 
nel as  to  location  of  equipment.  Mark 
equipment  conspicuously.  Make  doors 
to  fire  hose  boxes  of  glass. 

Any  missing  or  rotten  hose  and  nozzles 
should  be  replaced. 

Extra  extinguishers  must  be  placed 
in  areas  of  extra  hazard,  such  as 
kitchens   and    shops. 

Type  of  extinguishers  should  be 
adapted   to    use   of  the   area. 


Enclose  vertical  shafts  with  fire- 
resistant   material. 

Prohibit  wedging  open  any  fire  safety 
door.  Instruct  school  personnel  re- 
garding danger  of  wedging. 

Install  swinging  smoke  barrier  doors  in 
hallways  over  300  feet  long. 

Install  automatic  heat  or  suioke  detec- 
tion units  near  exhaust  fans  to  sound 
alarms  and  shut  off  fan. 

Burning  point  of  interior  wall  and 
ceiling  finishes  are  specified  in 
regulations. 

Title  19  specifies  enclosure  for  boiler 
rooms,  furnace  rooms,  and  central 
heating   plant. 
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8.  Fire    spreads    quickly    tlirough    unoc- 
cupied attic  areas. 

9.  Auditoriums,     stages,     etc.,     present 
special  hazards. 

INADEQUATE   PASSAGEWAYS 
AND   EXITS 

1.  Inexperience  in  using  fire  exits. 

2.  Blaze  not  confined  to  room  of  origin. 

3.  Exits  cannot  be  located. 

4.  Can't  exit  through  windows  because 
of  nailed  screens. 

5.  Too  many  people   in   school  for  fast 
exit. 

C).  Panic   impairs   ability    to   open   door. 

7.  Can't    open    doors    and    windows    be- 
cause of  inoperative  locks. 

8.  Inadequate  number  of  exits. 


When  roof  or  ceiling  framing  is  of 
combustible  construction,  attic  sep- 
arations   must    be    provided. 

Stages,  platforms,  projection  booths, 
drapes,  and  decorations  must  com- 
ply with  specified  standards  of  fire 
safety. 


Fire  drills  must  be  conducted  monthly. 

Install  fire  barrier  doors  on  all  corridor 
and  room  partition  openings. 

Install  clear  electric  aisle  and  exit  lights 
and  keep  in  good  repair. 

I>rohibit  nailing  of  screening  over  ^yin- 
dows  through  which  people  might 
escape  in  emergency. 

Limit  school  room  occupancy  to  one 
pupil  per  20  square  feet  of  floor  space 
to  prevent  crowding. 

Provide  all  exits  with  panic  bars  and 
require  that  they  open  outward. 

Keep   all  doors,   windows,   and  locks  in 

operating  condition. 
All  schools  must  be  provided  with 
"adequate  and  ample  means  for 
evacuating  students  from  the  build- 
ing in  event  of  fire  or  other  emer- 
gency." 


RESEARCH  AND  NEW  DEVELOPMENTS 
As  a  result  of  the  tragic  Chicago  school  fire  in  1958  it  was  found  that 
mvth  information  was  needed  about  the  performance  of  materials  a^d 
safety  devices  under  actual  fire  conditions.  Because  Robert  Louis 
Stivenson  Junior  High  School  in  Los  Angeles  was  t-  be  demoUshed  th 
school  building  was  donated  for  the  purposes  of  ^^ese  ^^^f .  J^^f 
hniilrliuo-  xvas  Stacked  with  fuel  and  safety  devices  were  built  m.  bensi 
t"e  telng  eqi?^t^^^^^  temperature  and  smoke  conditions  and 

nthpr  data  when  the  building  was  set  afire.  -,    i    r^-^.     ^.e 

The  teSs  were  directed  bv  Raymond  M.  Hill,  Fire  M^^shal,  City  of 
Lo     Angeies    Mr.  Norman  J.   Thompson,  former  director  of  Factory 
Mutua^Laboratories,   served   as  ^-^mical   consultant^  Ch^^^^^^^ 
De-enkolb  of  the  Los  Angeles  Fire  Department  was  assistant  director 
kt  charc^e  of  procurement  and  Chief  Leo  K.  Naoarian,  also  of  the  Los 
TgeL^FL  Department,  supervised  the  instrumenta^^^^^^^^^^^^ 
ing  of  data.  Sponsoring  agencies  included  the  Los  ^\^f  l!,^  f  ^J-^^^^ 
pa^-tment,    the   Los    Angeles   Board    of    Ediication      lie    Educational 
Facilities  Laboratories,  Inc.,  and  the  State  Fire  Maishal 

Further  details  as  to  the  conducting  of  these  ^^^^s  can  be  fomid  m 
the  book  Overation  School  Bunnyui,  published  by  the  National  i^ire 
Protec?io'n  Association.  It  is  sufficient  for  our  ^^^^^^f^^'^J: ^^xL 
the  summary  of  results  published  m  that  book.  Therefore,  these  results 

follow : 
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Summary  of  Results 

1.  With  the  test  fires  used  in  these  tests  and  no  fuel  added  to  the 
fire  due  to  the  construction  of  the  building,  smoke  (specifically 
as  it  pertains  to  visibility  and  irritant  effects)  M^as  the  principal 
life  safety  hazard.  Untenable  smoke  conditions  preceded  untenable 
temperature  conditions  in  nearly  every  test. 

2.  Natural  draft  vents  of  the  sizes  tested  in  this  investigation  and 
installed  and  opened  as  described  in  each  test  did  not  keep  cor- 
ridors and  stairways  tenable  for  exit  use. 

3.  The  addition  of  curtain  boards  with  vents  did  not  significantly  aid 
in  decreasing  smoke  spread  through  the  building  and,  in  fact, 
had  an  adverse  effect  on  the  action  qt  the  vents  in  some  tests. 

4.  Forced  draft  up  to  the  capacity  tested  failed  to  produce  any  more 
satisfactory  venting  action. 

5.  A  complete  system  of  automatic  sprinklers  will  maintain  low  tem- 
peratures throughout  the  building  and  will  prevent  extensive 
buildup  of  smoke  and  irritating  gases. 

6.  Partial  automatic  sprinklers  (sprinklers  installed  in  exitways  but 
not  in  the  fire  area)  did  not  prevent  smoke  spread  throughout  the 
building  even  when  installed  to  provide  a  water  curtain  between 
the  test  fire  and  the  corridors. 

7.  Vents  and  partial  automatic  sprinklers  (sprinklers  installed  in 
exitways  but  not  in  the  fire  area)  was  not  an  effective  combination. 

8.  Combinations  of  vents,  curtain  boards,  and  partial  automatic 
sprinklers  (sprinklers  installed  in  exitways  but  not  in  the  fire 
area)  did  not  prove  to  be  satisfactory. 

9.  Untenable  smoke  conditions  existed  in  the  building  before  the 
operation  of  fusible  link  actuated  devices. 

10.  Enclosed  stairways  Avill  not  provide  protection  against  heat  and 
smoke  unless  the  doors  are  closed  or  are  closed  immediately  after 
an  outbreak  of  fire. 

11.  Automatic  heat  detection  devices  detected  the  presence  of  fire  at 
about  the  same  time  that  untenable  smoke  conditions  were  reached 
within  the  building. 

12.  Automatic  smoke  detection  devices  detected  the  presence  of  fire 
before  untenable  smoke  conditions  were  reached,  but  not  in  suffi- 
cient time  to  allow  complete  evacuation  of  the  test  building. 

13.  Opening  a  hole  to  provide  a  vertical  flue  in  the  stairways  did  not 
significantly  change  any  of  the  results. 

14.  Cellulose  fiber  acoustical  tile  (classified  Class  C  and  commonly 
known  as  "slow-burning"  under  U.S.  Federal  Specification 
SS-A-118b)  resulted  in  very  rapid  fire  spread  when  ignited.  This 
constituted  a  distinct  hazard  in  that  it  was  the  means  by  which 
fire  could  be  readily  transmitted  throughout  the  building  endan- 
gering all  portions  and  persons  therein.  The  rapid  flame  spread 
characteristic  of  the  tile  can  be  reduced  with  the  application  of  a 
fire  retardant  paint  (Underwriters'  Laboratories,  Inc.,  listed). 

These  tests  demonstrated  the  usefulness  of  experimentation  because 
many  of  the  conditions  formerly  thought  to  provide  ample  protection 
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against  fire  long-  enough  to  enable  escape  from  a  b|^il^^;^^8"/!f^^/^^f^ 
to  create  untenable  conditions  within  an  exceedmgiy  short  time.  More 
nformation  is  needed,  and  the  Los  Angeles  Fire  Department  is  pres- 
ently preparing  for  a  second  series  of  tests  to  extend  the  information 
gSned  in  the  first  series.  The  implications  of  these  tests  for  the  aw  of 
California  is  great  because  of  their  influence  on  the  future  regula  ions 
promulgated  bv  the  Fire  Marshal.  Already  the  State  Fire  Marshal  has 
beoun  to  rewrite  Title  19  in  accordance  with  the  new  information 
o-ained  This  revision  will  bring  California's  fire  laws  up  to  modern 
standards  and  incorporate  the  latest  knowledge  for  the  protection  of 
California  school  children. 


PART  II 

RESIDENTIAL  SAFETY 

FINDINGS 

1.  The  State  Housing  Act  is  generally  considered  obsolete  and  ar- 
chaic. It  does  not  provide  effective  minimum  standards  of  health  and 
safety  for  residential  construction.  It  is  for  the  most  part  a  "specifica- 
tion" code  rather  than  a  "performance"  code,  listing  in  detail  ac- 
ceptable materials  and  construction  teehhiques  instead  of  specifying 
minimum  standards  of  performance  to  be  fulfilled  by  any  construc- 
tion materials  and  techniques  employed. 

2.  The  State  Housing  Act  is  not  easily  revised.  The  detailed  statu- 
tory provisions  require  constant  amendment  to  keep  them  up  to  date. 

3.  The  act  does  not  apply  uniformly  throughout  the  State.  All  hous- 
ing construction  within  incorporated  areas,  but  only  apartment  and 
hotel  type  construction  in  unincorporated  areas  is  covered.  Residen- 
tial construction  in  unincorporated  areas,  therefore,  proceeds  with  no 
minimum  requirements  under  the  state  code. 

4.  Enforcement  of  the  act  rests  largely  with  local  jurisdictions.  No 
state  agency  has  the  explicit  duty  to  insure  compliance  with  the  mini- 
mum standards  of  the  Housing  Act.  The  State  Division  of  Housing 
has  some  general  responsibilities  but  the  act  outlines  these  only  in 
permissive  terms.  Thus,  it  "may"  enforce  the  provisions  of  the  Hous- 
ing Act  where  there  are  no  local  codes  or  enforcement  agencies,  and 
it  "may"  review  the  adequacy  of  local  programs  and  local  enforce- 
ment. In  practice  the  division  has  no  organized  program  in  either 
area. 

CONCLUSIONS 

1.  Legislation  is  needed  which  will  effect  a  major  revision  in  the 
State  Housing  Act  to  enable  the  Division  of  Housing  to  promul- 
gate rules  and  regulations  which  will  maintain  adequate  fire  and 
safety  provisions  commensurate  with  the  everchanging  trends  in 
the  design  and  construction  of  housing  in  California. 

2.  All  types  of  occupancies  for  human  habitation  are  housing  and 
thus  should  be  subject  to  the  minimum  standards  of  a  State  Hous- 
ing Law.  Such  a  general  policy  statement,  however,  would  com- 
prehend many  nonstructural  units  (trailers,  tents,  houseboats) 
which  have  peculiar  problems  of  their  own.  Since  these  types  of 
dwellings  are  still  relatively  few  in  comparison  with  hotels,  apart- 
ment houses  and  individual  dwelling  units,  immediate  action 
should  concern  itself  with  establishing  effective  regulations  for 
the  major  structural  occupancies. 

3.  Because  administrative  regulations  are  a  more  flexible,  efficient 
and  desirable  means  of  establishing  housing  regulations  than  de- 
tailed statutory  enactment,  the  question  of  retroactivity  need  not 
arise  in  any  contemplated  revision  of  the  Housing  Law. 

(38) 
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4  The  enactment  of  an  enablino'-type  Housing  Law  is  only  an  initial 
step  toward  the  more  difficult  task  of  compiling  an  effective  and 
justifiable  administrative  code. 

5  The  environmental  health  and  safety  of  all  citizens  depend  to  a 
large  degree  upon  the  effectiveness  of  adequate  housing  standards. 

RESIDENTIAL  SAFETY  AND  THE  STATE  HOUSING  ACT 

Need  for  Study 

Residential  fires  vearly  take  a  substantial  toll  of  lives  in  Calitornia. 
Although  the  annual  number  of  deaths  by  fire  has  dedined  steadily 
since  1953,  361  persons  were  killed  in  fires  during  19o8.  Of  these 
deaths  241  (74  percent)  occurred  in  one-  or  two-family  dwellings;  b8 
occurred  in  apartment  houses  or  hotels  and  motels;  and  the  remaining 
52  met  death  in  trailers  or  other  unreported  types  of  housing.    _ 

The  maior  contributing  factors  of  fire  death  include  trapping  by 
fire ;  smoking,  especially  smoking  in  bed  ;  accidental  ignition  of  clothing^ 
panic;  and  inadequate  exits.^   The  factors  which  involve  individual 
carelessness  or  panic  are  admittedly  difficult  subjects  for  legislatue 
intervention.  Other  causes,  however,  such  as  inadequate  exits  and  trap- 
pnio-  bv  fire  iustifv  an  examination  of  state  laws  governing  housing. 
O^tber  areas  of  residential  safety  besides  that  of  fire  protection  rein- 
force the  demand  for  such  an  examination.  Each  year,  for  example, 
the  State  Division  of  Housing  reports  a  number  of  deaths  caused  by 
-unvented  or  defective  gas  appliances."  At  present  there  is  consider 
able  controversy  over  the  safety  of  properly  installed  unvented  gas 
heaters  ^  A^Hiether  such  deaths  have  been  caused  by  faulty  oi   unap- 
proved'heaters  or  whether  unvented  heaters  are  dangerous  in  them- 
selves is  a  moot  Question  for  present  purposes.  The  fact  that  these 
deaths  did  occur  is  additional  reason  for  a  study  of  existing  housing 

^In  addition  to  these  specific  reasons  for  such  a  study  there  are  other 
equallv  leo-itimate,  but  more  general,  considerations.  Disease  is  always 
prevalent  in  areas  of  low  standard  housing,  primarily  because  of  in- 
adequate sanitation  facilities.  Old  housing  in  the  process  of  degeneT- 
ating  into  area-s  of  blight  and  new  housing,  especially  that  of  a  tem- 
porarv"  nature  which  is  likely  to  deteriorate  into  such  areas,  are 
o^enuine  objects  of  legislative  concern.  An  effective  remedy  for  preven- 
tion of  such  deterioration  in  housing  is  statewide  enforcement  of  ade- 

(luate  housing  standards.  .        -,        ■         t.      ^ 

California  has  a  vital  need  for  adequate  up-to-date  housing  stand- 
ards In  new  construction  this  State  ranks  first  m  the  nation  with  an 
ammal  expenditure  of  over  four  billion  dollars.  Constant  population 
increases"  continually  outstrip  new  construction,  howler  and  many 
housing  needs  are  being  met  by  more  extensive  ^^^e  of  o  d  dwellings 
built  in  davs  when  building  reguJations  were  relati^eh  tew  and 
knowled<.e  of  safetv  measures  rudimentary.  It  is  incumbent  upon  the 
agencies  concerned\hat  all  housing  in  this  State  meet  reasonable  stand- 
ards  of  modern  safety. 

,,      „        „+    ,^    0    TTnr  n  hrpakdown  Oil  fire  deatn.s 

'  State  Fire  Marshal,  19.58  Fire  Casualty  Report,  p.  2.  For  a  breaKCR^ 

during  1958  .see  TaVe  I.  .„„.„_.„  contributing  to  fire  deaths  see  Table  II. 

=  Ibid.,  p.  5.  For  a  complete  list  of  f^^^ors  contnDuin|,  ^       ^^^  Owners  Association, 

3  Testimony  of  Earle  R.  Vaughan.  ^^^.f.^fJ'^'^^XZrw   Health,    Subcommittee    on   Fire 

before    Assembly    Interim    Committee    on    I'uDiic    rieaiLn, 

Protection,  December  18.  1959,  Transcript,  pp.  Io9-60. 
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TABLE   I 

REPORT   OF    STATE    FiRE   MARSHAL 
1958 

Decths  by  Fire  in  CfiStfornia  Housing 

No. 

Rural   areas   118 

City  areas 243 

Total    361 

Ambulatory     332 

NonamI>ulatory    29 

Total    ^ 361 

Cause  of  Death  ^ 

Burns    228 

Asphyxiation    76 

Monoxide     53 

Other 4 

Total   361 

Type  of  Occupancy 

One  or  two  family  dwelling 241 

Apartment  or  multiple  dwelling 41 

Hotel   24 

Motel  or  auto  court 3 

Trailer     16 

Other  type 2 

Unknown     34 

Total   361 


1Q58 


100% 


TABLE   II 
195S   REPORT   OF    DEATHS   BY   FIRE    IN   CALIFORNIA 


Contributing   Factors  1958 

Panic    22 

Inadequate  exits 14 

Trapped  by  fire 92 

Jumped  from  burning  building 2 

Sickness  resulting  from  fire 3 

Fell  in  effort  to  escape 8 

Smoking 54 

Smoking  in   bed 54 

Accidental  ignition  of  clothing 35 

Flammable  liquids 11 

Explosion  of  natural  gas 11 

Explosion  of  L.P.G. 3 

Home  dry  cleaning 1 

Defective  electrical  appliances 9 

Defective  heating  appliances 9 

Children  with   matches 3 

Burning  ruljbish 

Incendiary    fire   2 

Poor  housekeeping 2 

Intoxication 6 

Attempted  rescue 1 

Flammable  decorations,   etc. 1 

Locked  exit  door   

Children  left  unattended 3 

Other    factors    19 

Flammable  interior  finish 1 


Average 

1957 

1956 

1955 

1951-53 

13 

9 

8 

3.3 

6 

18 

15 

10.3 

98 

73 

92 

60.7 

1 

2.0 

4 

2 

6 

1.7 

15 

9 

11 

3.0 

77 

82 

70 

53.0 

50 

79 

57 

68.0 

83 

108 

105 

70.7 

8 

45 

40 

35.0 

12 

14 

14 

14.7 

11 

10 

G 

17.0 



7 

4 

5.0 

11 

14 

11 

9.3 

17 

18 

41 

21.0 

16 

17 

11 

17.7 

4 

7 

3 

3.7 

3 

7 

4 

8.0 

5 

3 

9 

5.3 

40 

52 

69 

49.3 



3 

3 

1.3 

4 

6 

9 

4.0 

6 

3 

1 

4.3 

32 

24 

30 

18.7 

39 

52 

95 

110.3 
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Residential  Building  and  Consfrudion  Laws-Their  Inadequacies 

The  major  regulations  ooverning'  hoiisino;  eonstnietioii  appear  in  the 
State  Housing  Act>  This  is  a  detailed  statute  covering  technical  re- 
quirements for  construction,  safety,  fire  and  occupancy  of  dwellings, 
apartment  houses  and  hotels.  The  provisions  of  the  act  include: 

a.  Space  requirements  such  as : 

1.  Distances  required  between  buildings  on  the  same  lot 

2.  Specifications  for  passageways  to  rear  buildings 

3.  Provisions  for  unoccupied  areas,  yards  and  courts 

4.  Standards  for  the  height  of  buildings 

5.  Requirements  for  basements 

6.  Specifications  for  lower  floor  air  space 

7.  Standards  for  rooms  and  hallways 

b.  Specifications  in  detail  covering: 

1.  Hallways 

2.  Doorways 

8.  Windows  and  skylights 

4.  Stairw^ays  and  enclosures 

5.  Fire  escapes  and  fire  protection  equipment 

c.  Standards  for  structural  ducts  such  as : 

1.  Standpipes 

2.  Shafts 

3.  Air  duets 

4.  Vent  shafts 

5.  Gas  vents 

6.  Plumbing 

d.  Provisions  for  special  types  of  rooms  and  uses,  e.g.,  boiler  rooms, 

garages,  dormitories,  etc. 

The  outstanding  problem  with  such  a  detailed  statute  is  that  it  fails 
to  acknowledge  technical  advances  in  the  building  field.  New  techniques 
in  the  use  of  concrete  or  steel,  for  example,  may  more  than  satisfy  the 
performance  requirements  of  the  statute,  yet  may  have  to  be  rejected 
because  they  do  not  conform  to  literal  specifications  set  forth  in  that 
statute.  Specific  provisions  of  this  type  quickly  become  antiquated  and 
inadequate  and  thus  require  almost  constant  revision.  The  statutory 
form  of  the  Housing  Act  makes  it  difficult  and  time  consuming  to 
modify.  Although  still  conceded  to  be  obsolete  and  inadeciuate,  it  has 
been  amended  over  300  times  in  an  effort  to  meet  the  current 
needs.  Each  session  of  the  Legislature  produces  several  additional 
amendments.  . 

Conversely,  inadequate  construction  can,  and  often  does,  exist  within 
the  letter  of  the  present  statute.  The  Housing  Act,  for  example,  speci- 
fies onhj  the  square  footage  of  window  space  required  for  bedrooms.-''' 

^Health  and  Safety  Code,  Sees.  15000  et  f-eq. 
5  Health  and  Safety  Code,  Sec.  1622S. 
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At  one  time  this  provision  Avas  deemed  adequate  to  supply  ample  space 
for  emergency  escape  purposes.  Recent  architectural  trends,  however, 
have  frustrated  this  intent.  There  maj'  be  several  windows  in  a  bedroom 
each  too  small  for  escape  and/or  they  may  be  positioned  so  high  in  the 
wall  that  egress  through  them  is  a  practical  impossibility.*' 

These  situations  are  characteristic  rather  than  solitary  examples  of 
the  rigidity  and  obsolesence  of  the  Housing  Act.  There  are,  further- 
more, additional  limitations  to  the  Housing  Act,  the  most  important 
of  which  are  in  the  area  of  its  applicability.  The  first  major  limitation 
is  that  it  is  not  retroactive.  Thus,  it  does  not  apply  to  old  buildings 
which  ma}'  have  been  constructed  when  standards  for  fire  safety  were 
inadequate  or  nonexistent.  Many  older  hotels  and  apartments,  for  ex- 
ample, have  open  stairways  with  no  tire  doors  separating  floors.  This 
type  of  construction  creates  a  chimney-like  draft  that  would  spread  a 
fire  upward.  Most  large  homes  which  have  been  converted  into  apart- 
ment buildings  have  the  additional  hazards  of  general  overcrowding 
and  inadequate  exits. 

Fire  safety  personnel  make  a  particularly  poignant  plea  for  retro- 
activity by  arguing  that  many  of  the  people  who  live  in  substandard 
occupancies  are  forced  for  economic  reasons  to  live  in  such  places.'^ 
Apartment  house  owners,  however,  counter  with  the  argument  that 
retroactivity  should  be  seldom  invoked.  A  building  certified  safe  at 
the  time  of  its  construction  and  adequately  maintained  remains  reason- 
ably safe.  Because  of  the  costs  involved  they  feel  that  retroactive 
measures  should  be  taken  only  when  conditions  constitute  a  clear  and 
present  danger  to  life  and  limb. 

The  second  limitation  on  the  applicability  of  the  Housing  Act  is  that 
while  it  applies  to  all  apartment  houses  and  hotels  within  the  state,  its 
application  to  other  dwellings,  e.g.,  houses,  duplexes,  etc.,  is  restricted  to 
those  in  incorporated  areas.^  For  practical  purposes,  therefore,  the  ap- 
plication of  the  Housing  Act  to  individual  homes  is  restricted  to  those 
homes  within  city  boundaries.  This  limitation  is  important  for  two 
reasons.  First,  during  1958,  118  fire  deaths  occurred  in  rural,  i.e.,  un- 
incorporated, areas.^  Because  a  relatively  small  portion  of  the  State's 
population  lives  in  rural  areas,  the  seemingly  disproportionate  number 
of  fire  deaths  warrants  the  hypothesis  that  inadequate  construction  in 
these  areas  may  present  a  high  fire  hazard.  The  second  reason  for  the 
importance  of  the  limited  applicability  of  the  Housing  Act  is  the  prob- 
lem of  tract  homes.  Often  large  tracts  of  single-family  dwellings  are 
constructed  in  unincorporated  areas  adjacent  to  cities.  Although  many 
of  these  areas  are  subsequently  incorporated  into  the  cities,  their  initial 
construction  is  done  without  benefit  of  uniform  building  requirements. 
In  all  analyses  of  fire  data,  furthermore,  such  dwellings  must  be  classed 
as  "rural"  buildings  when  in  fact  they  are  not. 


"  Testimony  of  John  E.  Degenkolb,  Los  Angeles  Fire  Department,  before  Assembly 
Interim  Committee  on  Public  Health,  Subcommittee  on  Fire  Protection,  Decem- 
ber IS,  195i:i,  Transcript,  pp.  54-55. 

'  Testimony  of  AVilliam  L.  Miller,  Chief  Engineer,  Los  Angeles  Fire  Department,  be- 
fore Assembly  Interim  Committee  on  Public  Health,  Subcommittee  on  Fire  Pro- 
tection, December  18,  1959,  Transcript,  p.  46. 

8  Health  and  Safety  Code,  Sec.  15151. 

9  State  Fire  Marshal,  op.  cit.  p.  6. 
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OTHER  STATE  LAWS 

In  the  light  of  the  jumble  of  agencies  which  have  jurisdiction  over 
building  regulations  auv  uniformity  seems  almost  coincidental.  Under 
the  Adniinistrative  Code,  18  different  state  agencies  have  adopted  and 
enforce  building  regulations.!"  In  addition,  many  of  these  agencies  have 
divisions,  boards  or  commissions  which  are  also  authorized  to  adopt 
and  enforce  building  regulations.  Thus,  there  is  a  total  of  30  adminis- 
trative agencies  adopting  building  regulations.  This  source  alone  ac- 
counts for  4,050  building  regulations.^!  Additional  building  regulations 
in  other  state  codes  and  in  the  general  laws  and  statutes  push  the  total 
to  4,668. !2  A  source  of  further  confusion  is  that  many  groups  not  nor- 
mally associated  with  the  construction  industry  determine  building 
standards.  Barbers,  doctors,  cosmetologists,  chiropractors,  as  well  as 
state  agencies  such  as  Department  of  Motor  Vehicles,  Department  of 
Finance,  the  Division  of  Fish  and  Game  and  of  Forestry  are  but  a  few 
of  the  groups  who  write  their  own  regulations.^^  The  predictable  result 
of  such  a  situation  is  one  of  confusion.  There  are  some  instances  of  con- 
flicting regulations,  many  instances  of  overlapping  ones  and  even  a 
few  instances  of  important  areas  which  have  been  almost  entirely 
neglected. 

The  seriousness  and  extent  of  this  situation  was  emphasized  by  in- 
vestigations into  the  problem  of  overlapping  building  regulations  con- 
ducted in  1952  by  the  Assembly  Committee  on  Governmental  Efficiency 
and  Economy.  Pursuing  a  committee  recommendation,  the  Legislature 
created  in  1953  the  State  Building  Standards  Commission.  The  Com- 
mission was  charged  with  eliminating  overlap  in  building  regulations 
by  compiling  a  single  building  code  for  the  entire  state.  At  the  present 
time  the  Commission  has  just  completed  an  exhaustive  indexing  of  pres- 
ent state  regulations,  and  is  in  the  process  of  publishing  a  uniform 
index  and  reference  guide  to  all  present  building  standards  now  en- 
forced in  the  State  by  state  agencies.  In  addition  to  these  duties  the 
Commission  serves  as  a  general  clearing  house  for  state  agencies  writing 
building  regulations.  Every  proposed  regulation  must  be  submitted  to 
the  commission  for  review.  Although  the  Commission  cannot  make  any 
substantive  change  in  a  proposed  regulation,  it  can  veto  a  proposal  if 
it  conflicts  with  or  overlaps  an  existing  regulation. 

10  For  a  complete  list  see  Table  III. 

11  See  Table  IV. 
1-  See  Table  IV 

13  Te'^timony  of  Harry  A.  Cobden,  Senior  Building  Code  Analyst,  State  Building 
Standards  Commission,  before  Assembly  Interim  Committee  on  Public  Health, 
Subcommittee  on  Fire  Protection,  December  18,  1959,  Transcript,  pp.  41-43. 


44  ASSEMBLY  INTERIM   COMMITTEE  ON  PUBLIC   HEALTH 

TABLE   III 

THE    FOLLOWING   STATE   AGENCIES    HAVE    ADOPTED   AND   ENFORCE 

ADMINISTRATIVE    BUILDING    REGULATIONS 

1.  Department  of  Agriculture (Title  3) 

2.  Local  Allocation  Division,  Department  of  Finance (Title  2) 

3.  State  Lands  Commission,  Department  of  Finance. (Title  2) 

4.  Department  of  Education (Title  5) 

5.  Department  of  Industrial  Relations (Title  8) 

(a)  Division  of  Industrial  Safety (Title     8) 

(b)  Division  of  Housing (Title     8) 

(c)  Division  of  Industrial  Welfare (Title     8) 

6.  Department  of  Mental  Hygiene ^ (Title     9) 

7.  Investment    (Title  10) 

(a)  Community  Land  Chests (Title  10) 

(b)  Multiple  Housing  or  Office  Plans (Title  10) 

8.  Military  and  Veterans  Affairs (Title  12) 

9.  Motor  Vehicles (Title  13) 

10.  Natural  Resources (Title  14) 

(a)   Beaches  and  Parks (Title  14) 

11.  Professional  and  Vocational  Regulations (Title  16) 

(a)  Barber  Examiners  _- (Title  16) 

(b)  Chiropractic  Examiners ^^ (Title  16) 

(c)  Board  of  Cosmetology (Title  16) 

(d)  Funeral  Directors  and  Embalmers (Title  16) 

(e)  Board  of  Medical  Examiners (Title  16) 

(f)  Board  of  Osteopathic  Examiners (Title  16) 

(g)  Board  of  Pharmacy (Title  16) 

(h)  Board  of  Guide  Dogs  for  the  Blind (Title  16) 

12.  Public  Health (Title  17) 

13.  Public  Safety (Title  19) 

(a)   State  Fire  Marshal (Title  19) 

14.  Public  Utilities (Title  20) 

15.  Public  Works (Title  21) 

16.  Social  Welfare (Title  22) 

17.  Waters  (Title  23) 

18.  Building  Standards  Commission (Title  24) 

Note:  There  are  18  principal  ajjeiicies ;  however,  several  agencies  have  divisions, 
hoards  and  commissions  authorized  to  adopt  hnilding  regulations  so  there  is 
a  total  of  30. 

Note  :   All  titles  referred  to  are  found  in  the  California  Administrative  Code. 
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TABLE   IV 
BUILDING   REGULATIONS   FOUND    IN   THE    CALIFORNIA   ADMJNISTRATSVE   CODES 

No. 

Title     2.  Department  of  Finance 

Building  and  Grounds  Division  ] 

Local   Allocation   Division  }- 32 

State  Land  Commission  J 

Title     3.  Agriculture    80 

Title     4.  Business  Regulations 

Alcoholic   Beverage    Control  ] 

California   Horse  Racing  Board    |- 3 

State  Aeronautics  Commission      J 

Title     r».  Education    13 

Title     8.  Department  of  Industrial  Relations 2,520 

Title     9.  Department  of  Mental  Hygiene 40 

Title  10.  Investments     2 

Title  12.  Military  and  Veterans  Affairs 1 

Title  13.  Motor    Vehicles    3 

Title  14.  Natural    Resources    2 

Title  16.  Professional  and  Vocational  Regulations 

State  Board  of  Barber  Examiners 

State  Board  of  Chiropractic  Examiners 

State  Board  of  Cosmetology 

State  Board  of  Funeral  Directors  \  28 

State  Board  of  Medical  Examiners 

State  Board  of  Osteopathic  Examiner.-; 

State  Board  of  Pharmacy 

State  Board  of  Guide  Dogs  for  the  Blind 

Title  17.  Public    Health    85 

Title  19.  Public  Safety 

State  Fire  Marshal 5'j9 

Title  20.  Public    I'tilities    3 

Title  21.  Public  Works 

Division   of   Architecture    554 

Title  22.  Department   of   Social    Welfare    76 

Title  23.  Waters     39 

Title  24.   State  Building  Standards  Commission 20 

Total    4,050 

BUILDING    REGULATIONS   AUTHORIZED    IN    OTHER   CODES,   IN   THE 
STATUTES,   AND   GENERAL    LAWS 

jS'o. 

Agriculture  Code 

Business  and  Profes>sional  Code 

Education  Code 

Government  Code 

Harliors  and  Navigation  Code 
606        /   Health  and  Safety  Code 

Labor  Code 

Penal  Code 

Public  Resources  Code 

Public  Utilities  Code 

Welfare  and  Institutions  Code 

General  Laws  : 

Act  610,  Act  1334,  Act  1451, 
12        I   Act  2529,  Act  3481,  Act  3482, 

Act  3483,  Act  3484,  Act  5147, 

Act  5171,  Act  5183,  Act  6211. 

Total     618 

GRAND  TOTAL  4,668 
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LOCAL  GOVERNMENT  REGULATIONS 

The  provisions  of  the  State  Housing  Act  make  it  a  minimum  stand- 
ard where  it  applies,  viz.,  within  all  incorporated  areas  and  with  refer- 
ence to  all  apartment  houses  and  hotels  regardless  of  location.  It  is  a 
permissive  minimum,  however.  Most  local  jurisdictions  have  adopted 
their  OAvn  codes  to  meet  specific  local  conditions.^*  Such  codes  are 
invariably  more  strict  than  the  State  Housing  Act  but  under  the  pro- 
visions of  the  Housing  Act  must  be  at  least  equally  strict.  Wherever 
local  codes  exist,  there  invariably  are  local  inspection  and  enforcement 
agencies.  The  caliber  of  service  provided  by  these  agencies  seems  ade- 
quate and  at  any  rate  is  not  a  matter  of  concern  to  the  State  except 
to  the  extent  that  standards  at  least  equ^l  to  those  in  the  Housing 
Act  are  maintained.  Many  cities  without  local  codes  are  handicapped 
to  some  extent  bj'  having  to  operate  under  different,  and  sometimes  con- 
flicting, regulations  from  different  state  agencies.  A  serious  situation 
exists  in  areas  when  there  are  neither  local  codes  nor  inspection  agen- 
cies. With  no  provisions  for  standards  these  areas  become  a  ''no  man's 
land"  where  any  standards  prevail.^^  Housing  tracts  constructed  in 
such  unincorporated  areas  w^ould  be  subject  to  no  building  standards 
and,  of  course,  would  not  be  inspected. 

ADMINISTRATION  AND  ENFORCEMENT  OF  STATE  HOUSING  ACT 

The  Housing  Act  delegates  primary  responsibility  for  enforcement 
of  its  provisions  to  local  units  of  government.  Cities  are  charged  with 
enforcement  of  provisions  relating  to  apartment  houses,  hotels  and 
dwellings  situated  in  incorporated  areas;  the  counties  with  the  provi- 
sions relating  to  apartment  houses  and  hotels  (exclusive  of  individual 
dwellings)  in  unincorporated  areas.  Enforcement  and  effectiveness  of 
local  programs  vary  widely  throughout  the  State  and  are  obviously 
dependent  on  the  degree  to  which  local  personnel  have  been  trained 
and  upon  the  strength  of  local  housing  and  health  departments. 

At  present  the  Division  of  Housing  has  some  supervisory  powers 
over  local  programs.  This  agency  is  charged  generally  with  securing 
compliance  with  state  building  laws.^*^  In  performance  of  this  task  it 
may  examine  the  records  of  city  departments  charged  with  enforcing 
building  regulations ;  '^''  may  study  the  operation  of  existing  housing 
laws ;  ^^  may  require  any  state,  county,  or  municipal  official  to  supply 
information  and  references  to  records  ;^^  or  may  gather  evidence  needed 
to  institute  prosecutions  against  anyone  suspected  of  violating  housing 
regulations.-*^ 

The  Division  of  Housing  has  a  long  history  as  a  state  agency.  It  was 
created  in  1913  and  originally  was  called  The  Commission  of  Immigra- 
tion and  Housing.  Its  principal  function  at  that  time  was  to  assist  with 
the  assimilation  of  California's  rapidly  expanding  alien  population.  In 

11  Many  California  cities  have  adopted  the  Uniform  Building-  Code  as  a  standard  but 

it  is  frequently  amended  before  local  adoption. 
1^  Testimony  of  Ernest  G.  Kramm,  National  Electrical  Contractors  Association,  before 

Assembly  Interim  Committee  on  Public  Health,  Subcommittee  on  Fire  Protection, 

December  IS,  1959,  Transcript,  pp.  144-4  5. 
"Labor  Code,  Division  2,  Part  5,  Sec.  1475. 
"Ibid.,  Sec.  1476. 
^sibid..  Sec.  1477. 
-^"Ibid.,  Sec.  1482. 
^Ibid.,  Sec.  1483. 
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1927  the  name  was  changed  to  the  Division  of  Housing,  and  it  was 
placed  in  its  present  position  within  the  Department  of  Industrial  Re- 
lations. Although  the  Division  is  within  this  Department  and  thus  the- 
oretically responsible  to  the  Director  of  the  Department  in  both  matters 
of  policy  and  those  of  its  program,  in  actual  practice  it  retains  a  great 
measure  of  independence.  The  Division  Chief  is  appointed  directly  by 
the  Governor  and  in  addition  there  is  a  lay  advisory  group,  the  Hous- 
ing Commission,  also  appointed  by  the  Governor,  Avhich  exerts  con- 
siderable influence  in  matters  of  policy  and  program. 

In  addition  to  its  responsibilities  with  regard  to  the  Housing  Act  the 
Division  has  certain  administrative  and  enforcement  responsibilities 
under  the  Auto  Court,  Resort  and  Motel  Act^^^  the  Trailer  Park  Act,^^ 
the  Labor  Camp  Act,-^  and  the  Earthquake  Protection  Act.^^  All  of 
the  latter  responsibilities  are  readily  classifiable  under  the  general  head- 
ing of  "housing"  as  all  are  concerned  in  some  way  with  conditions  ot 
safety,  sanitation,  etc.,  in  particular  types  of  dwellings.  Most  of  the 
responsibilities  of  the  Division  thus  are  not  in  the  general  area  of  in- 
dustrial relations  and  are  not  closely  related  to  the  work  of  other 
divisions  in  the  department. 

The  prevailing  practice  is  for  the  Division  of  Housing  to  allow  great 
latitude  for  local  enforcement  of  housing  regulations.  Of  the  various 
division  programs,  only  two — the  trailer  coach  and  labor  camp  inspec- 
tion programs — receive  systematic  statewide  enforcement,  although  the 
division  has  broad  powers  to  oversee  the  enforcement  of  all  housing 
laws.--^  In  the  opinion  of  the  Legislative  Analyst,  "the  division's  pres- 
ent field  efllorts  are  directed  to  the  trailer  coach  and  labor  camp  pro- 
grams with  other  responsibilities  served  only  as  time  permits. ' '  "^  The 
Housing  Act  itself  encourages  such  an  interpretation.  In  listing  the 
Division's  duties,  it  states  that  the  Division  "may"  enforce  the  provi- 
sions of  the  Act  relating  to  apartment  houses  and  hotels  in  unincorpo- 
rated areas,  and  it  "may"  enforce  the  provisions  pertaining  to  main- 
tenance, sanitation,  ventilation,  use  and  occupancy  of  buildings  m  cities 
where  it  has  given  the  local  enforcement  agency  written  notice  of  viola- 
tion and  where  such  violation  has  not  been  corrected  within  30  days.^^ 
Specific  authority  for  enforcing  all  provisions  relating  to  erection,  con- 
version, alteration  or  arrangement  of  dwellings  is  given  primarily  to 
the  appropriate  city  or  county  olficial.^^  In  practice  the  attitude  of  the 
Division  of  Housing  is  that  local  building  standards  are  matters  of 
local  public  health  and  safety  and  therefore  more  properly  a  responsi- 
bility of  local  governments. 

The  result  of  such  statutory  vagueness  and  permissiveness  is  a  com- 
plete lack  of  enforcement  of  uniform  building  standards  throughout 
the  state.  Approximately  one  half  the  counties,  for  example,  have  codes 
and  enforcement  facilities ;  ^^  the  rest  simply  allow  the  responsibility 
to  rest  with  the  Division  of  Housing,  which  has  no  unified  approach 

^^  Ibid.,  Sec.  18550. 
22 /bid.,  Sec.  18100. 
23  Labor  Code,  Sec.  2422. 
21  Health  and  Safety  Code,  Sec.  19124. 

25  Labor  Code,  Sees.  1460-1486.  ,      ^.  ^ 

20  California  Legislature.  1959  Regular  Session,  "Report  of  the  Legislative  Analyst  to 
the  Joint  Legislative  Budget  Committee,"  Item  134,  p.  447. 

27  Health  and  Safety  Code,  Sec.  15255. 
2s/birf..  Sees.  15250-15254. 

28  California  Legislature,  op.  cit.  p.  447. 
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to  the  problem.  In  some  places  where  neither  state  nor  local  units  of 
government  perform  the  necessary  enforcement  functions,  there  are, 
in  effect,  no  building-  laws.  Furthermore,  although  the  Housing  Act 
requires  permits  for  construction  in  incorporated  areas,  this  stipula- 
tion does  not  apply  to  unincorporated  areas.  Consequently,  even  if  the 
division  had  a  comprehensive  enforcement  program  it  would  have  no 
prior  controls  over  new  construction.  It  could  not  require  submission 
of  plans  or  inspection  of  work  in  progress.  Thus  it  could  employ  its 
enforcement  powers  only  subsequent  to  construction  and  then  only 
upon  the  registration  of  a  complaint  or  accidental  discovery  of  a  vio- 
lation.^" 

RELATIONSHIP  TO  FEDERAL  REDEVELOPMENT  AND 
URBAN  RENEWAL  PROGRAMS 

The  Federal  Housing  Act  of  1949  inaugurated  the  Federal  Urban 
RencAval  Program.  Under  the  terms  of  this  act  federal  funds  were 
made  available  to  counties  and  municipalities  for  slum  clearance  and 
redevelopment.  Although  there  would  be  local  funds  involved  in  any 
such  program,  the  federal  government  retained  the  right  to  stipulate 
the  minimum  building  standards  which  would  be  used  in  new  con- 
struction. 

Many  California  communities  began  urban  renewal  programs  only 
to  find  themselves  suddenly  cut  off  from  federal  funds.  The  federal 
government  decided  that  the  minimum  building  standards  stipulated 
by  the  State  Housing  Act  were  inadequate  and  hence  unacceptable 
for  purposes  of  federal  aid.  The  gravity  of  the  situation  was  increased 
by  an  interpretation  of  Chapter  9,  Division  13  of  the  Health  and  Safety 
Code  as  prohibiting  cities  and  counties  from  enacting  and  enforcing 
any  housing  ordinance  more  restrictive  in  its  provisions  than  the  provi- 
sions of  the  State  Housing  Act.  In  effect  the  cities  and  counties  of 
California  were  operating  under  inadequate  building  regulations  yet 
had  no  power  to  change  them. 

The  situation  became  so  serious  that  in  1957  emergency  legislation 
was  rushed  through  the  California  Legislature.  Senate  Bill  1081 
amended  Section  19825  of  the  Health  and  Safety  Code  to  allow  cities 
and  counties  to  adopt  housing  standards  more  stringent  than  those 
provided  in  the  State  Housing  Act.  It  was  signed  by  the  Governor  on 
July  4,  1957,  and  went  into  effect  immediately. 

In  recognizing  the  obsolesence  of  the  State  Housing  Act,  the  urgency 
clause,  Section  2  of  the  bill  stated : 

"Sec.  2.  This  act  is  an  urgency  measure  necessary  for  the 
immediate  preservation  of  the  public  peace,  health,  or  safety  within 
the  meaning  of  Article  IV  of  the  Constitution  and  shall  go  into 
immediate  effect.  The  facts  constituting  such  necessity  are : 

' '  Cities  and  counties  in  California  in  cooperation  with  the 
Urban  Renewal  Program  of  the  Federal  Government  have  under 
way  urban  renewal  programs  as  contained  in  the  Federal  Housing 
Act  of  1949  as  amended.  To  qualify  for  proffered  federal  aid  in 


30  Testimony  of  Lowell  Nelson,  Chief,  Division  of  Housing,  Department  of  Industrial 
Relations,  before  Assembly  Interim  Committee  on  Public  Health,  Subcommittee 
on  Fire  Protection,  December  IS,  1959,  Transcript,  p.  7. 
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such  programs  communities  are  required  to  enact  and  enforce 
housing  codes  commensurate  with  modern,  sound  housing  and 
neighborhood  standards.  Many  provisions  of  the  State  Housing 
Act  have  been  deemed  inadequate  in  meeting  such  standards  and 
Chapter  9  of  Division  13  of  the  Health  and  Safety  Code  has  been 
interpreted  as  prohibiting  cities  and  counties  from  enacting  and 
enforcing  a  housing  ordinance  that  is  more  restrictive  in  its  provi- 
sions than  are  the  provisions  of  the  State  Housing  Act." 


PART  III 

ADVISORY  COMMITTEE  RECOMMENDATIONS  AND 
PROPOSED  LEGISLATION 

Pursuant  to  its  assigned  duties,  the  advisory  committee^  held  an 
organizational  meeting  on  May  9,  1960.  Four  subcommittees  were  or- 
ganized for  greater  efficiency  in  compiling  its  study.  At  this  time  also 
the  advisory  committee  established  a  threefold  objective:  (1)  to  define 
the  policy  issues  at  stake  in  any  alteration  of  the  State  Housing  Act ; 
(2)  to  establish  the  administrative  requirements  of  and  the  areas  of 
applicability  of  a  "good"  housing  law;  (3)  to  define  problems  for 
future  legislative  study. 

After  extensive  study  by  the  advisory  subcommittees  the  following 
major  recommendations  were  made  in  August  1960 :  - 

1.  That  the  Housing  Act  be  revised  to  operate  uniformly  throughout 
the  state  in  unincorporated  as  well  as  in  incorporated  areas. 

2.  That  the  revised  act  would  be  an  enabling  act  assigning  to  an 
appropriate  administrative  agency  the  duty  of  formulating  and 
enforcing  housing  requirements.  ■  This  represents  a  complete  de- 
parture from  the  form  of  the  existing  act  which  spells  out  building 
requirements. 

3.  That  the  principal  function  of  a  revised  housing  act  would  be  to 
provide  statewide  minimum  standards  of  health  and  safety^  in  all 
dwelling  units.  Local  jurisdictions  would  retain  the  option  of 
adopting  their  own  housing  codes  provided  that  such  codes  were 
at  least  as  restrictive  as  state  regulations. 

4.  That  appeals  from  rulings  of  the  administrating  agency  would 
be  to  an  appointed  housing  commission  composed  of  qualified  rep- 
resentatives of  the  building  and  housing  industry. 

At  this  time  also  the  advisory  committee  appointed  a  drafting  sub- 
committee 2  to  embody  these  recommendations  in  the  form  of  proposed 
legislation.  The  following  proposed  legislation  was  submitted  to  the 
legislative  subcommittee  on  November  14,  1960. 

1  Supra.,  p.  2.  .  ^  ^  »  ^-     tt 

2  For  a  complete  text  of  the  Advisory  Committee  Report  see  Appendix  II-  tt^,^,, 

3  Membership  of  this  subcommittee  consisted  of  Byron  Nishlvian   Lowell  Nelson,  Harry 

Cobden,  Earle  R.  Vaughan,  Edw.  M.  O'Connor  and  John  G.  Ueg-enkolb. 
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PROPOSED  LEGISLATION 

An  act  to  repeal  Sections  75,  76,  76.5,  76.7,  77  and  Part  5  (commenc- 
ing with  Section  1460)  of  Division  2  of  the  Lahor  Code,  and  to  re- 
peal Part  1  (commencing  with  Section  15000)  of  Division  13  of,  and 
to  add  Part  1.5  (comme^icing  with  Section  17910)  to,  the  Health  and 
Safety  Code,  relating  to  housing. 

The  people  of  the  State  of  California  do  enact  as  follows: 

Section  1.     Section  75  of  the  Labor  Code  is  repealed. 

:^  There  is  iii  the  ^iviaion  ei  Housing  the  CommioGion  e^  Houaing 
which  €e»eist9  ©#  five  «iei»heK^T  ¥he  mcmbcrr3  e#  #te  eomniissieft  shftll 
:|^  appointed  hy  ftftd  heM  effiee  ft#  the  pleasure  el  the  Gevernor. 

Sec.  2.     Section  76  of  said  code  is  repealed. 

:^  jjij^  Commiorion  el  Hour;ing  mt^  determine  peMeies  lei^  the 
guidance  el  the  d«4«ie«  m  aH-  matters  eenccrning  the  adminiatrntion 
e#  :the  iaws  which  the  diviruon  if*  te  enforce.  With-  the  approval  el  tlie 
^^.eetei^  el  InduBtriai  Relations  f«id  the  a^lviee  ©I  the  Oommissien-  ©I 
Houoing  the  Chief  el  the  ©ivisies  el  iie«ei«§  ehaii  m  accordanee  with 
^i^  provisiono  el  Chapter  4  el  Fai4  i  el  ©i^sieft  ^  el  *itie  S  el  the 
Government  €e<ie  adopt,  i^pefth  a«^  amend  Arties  mi4  i^gulationa  ee«- 
gis^ettt  with  hw  lei'  tfee  protection  el  ti^e  heaitl^  safety  a^^i  tfee  genei--ai 
welfare  el  the  j»cople  el  the  State  el  California  ift  ei=de^e  te  interpret 
aft4  ii^ake  me¥e  specific  the  laws  whieh  the  ©i^sie»  el  Housing  is  te 

e-*^  4- /-^ -n  j-j /-I 
TrXTTTtrCT 

5%e  ehiel  el  tiie  d:ivisie»  shaii  »et  ade^t^  publish,  ei^  enforce  -aa^ 
i^ksr  regulations,  orders-  standards  el  general  application,  policies  e^ 
interpretations  whieh  implement,  interpret  w  fiiafee  speeifie  the  law 
^e4  e¥  administered  hy  the  division  el  Housing  waiess  sueh  i^ttles 
^  aocordance  with  the  provisions  el  Chapter  4  el  Part  4 
g  el  *itle  3  el  the  ^-ovcrnmont  €e4eT 

3.  Section  76.5  of  said  code  is  repealed. 
^^^  meetings  el  the  commission  shaH  he  e^e^i  a»4  puhlieT 

4.  Section  76.7  of  said  code  is  repealed. 
^^  i^eei^  el  the  ee««»issie»  shall  he  epe«  te  inspection  h¥ 

the  public  during  regular  effiee  hours. 

Sec.  5.     Section  77  of  said  code  is  repealed. 

q:^  Saeh  member  el  tfie  eommissieH  shaH  receive  twesty  dollars 
($20)  le?  eaeh  daws  actual  attendance  at  meetings  el  tfie  commtsste» 
ae4  his  aetwal  a»d  fteeessww  traveling  expenses  incurred  m  the  pei- 
formance  el  his  duty  as  a  member; 

Sec.  6.     Part  5   (commencing  with  Section  1460)   of  Division  2  of 

Sflicl   COCIg   is   r613GB,l6{l. 

Sec.  7.  Part  1  (commencing  with  Section  15000)  of  Division  13  of 
the  Health  and  Safety  Code  is  repealed.  . 

Sec.  8.  Part  1.5  (commencing  with  Section  17910)  is  added  to  Divi- 
sion 13  of  said  code,  to  read : 
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PAET  1.5.     REGULATION  OF  BUILDINGS  USED 
FOR  HUMAN  HABITATION 

Chapter  1.     General  Provisions 

17910.  This  part  is  known  as  the  ' 'State  Housing  Law." 

17911.  The  provisions  of  this  part  do  not  apply  to  any  building 
regulated  by  Part  2  or  Part  2.1  of  this  division. 

Chapter  2.     Rules  and  Regulations 

17920.  As  used  in  this  part  "department"  means  the  Department 
of  Industrial  Relations  acting  through  the  Division  of  Housing. 

17921.  The  department  shall  adopt,  aijiend,  repeal,  and  except  as 
hereinafter  provided,  enforce  rules  and  regulations  for  the  protection 
of  the  public  health,  safety,  and  general  welfare  governing  the  erec- 
tion, construction,  enlargement,  conversion,  alteration,  repair,  moving, 
removal,  demolition,  occupancy,  use,  height,  area  and  maintenance  of 
all  buildings  and  structures  within  the  jurisdiction  of  this  State,  and 
in  order  to  interpret  and  make  more  specific  any  laws  of  this  State 
which  the  department  is  to  enforce.  Such  rules  and  regulations  may 
include  a  schedule  of  fees  to  pay  the  costs  of  enforcement  under  Sec- 
tions 17953  and  17965. 

17922.  The  rules  and  regulations  adopted,  amended,  or  repealed 
from  time  to  time  pursuant  to  this  chapter  shall  include  provisions 
imposing  requirements  equal  to  or  more  restrictive  than  those  con- 
tained in  the  LTniform  Housing  Code,  1958  Edition,  the  Uniform  Build- 
ing Code,  1958  Edition,  as  adopted  by  the  International  Conference  of 
Building  Officials,  the  LTniform  Plumbing  Code,  1958  Edition,  as 
adopted  by  the  Western  Plumbing  Officials  Association,  and  the  Na- 
tional Electrical  Code,  1959  Edition  (1960  Printing),  as  adopted  by 
the  National  Fire  Protection  Association.  The  department  shall  adopt 
such  other  rules  and  regulations  as  it  deems  necessary  to  carry  out 
the  provisions  of  this  part.  In  promulgating  rules  and  regulations  the 
department  shall  consider  any  amendments  to  the  uniform  codes  re- 
ferred to  in  this  section.  In  promulgating  rules  and  regulations  the 
department  shall  also  consider,  among  other  things,  geographic,  topo- 
graphic and  climatic  conditions. 

17923.  The  provisions  of  Section  17922  are  not  intended  to  prevent 
the  adoption  of  rules  and  regulations  related  to  the  use  of  any  material, 
appliance,  installation,  device,  arrangement,  or  method  of  construction 
not  specifically  prescribed  b}^  the  uniform  codes  referred  to  in  that 
section,  providing  such  alternate  has  been  approved.  The  department 
may  approve  any  such  alternate  if  it  finds  that  the  proposed  design  is 
satisfactory  and  that  the  material,  appliance,  installation,  device,  ar- 
rangement, method,  or  work  offered  is,  for  the  purpose  intended,  at 
least  the  equivalent  of  that  prescribed  in  the  uniform  codes  referred 
to  in  Section  17922  in  quality,  strength,  effectiveness,  fire  resistance, 
durabilit}^,  safety,  and  for  the  protection  of  life  and  health. 

17924.  The  department  or  the  commission,  sitting  as  an  appeals 
board,  may  authorize  the  substitution  of  any  material,  appliance,  in- 
stallation, device,  arrangement,  method  or  type  of  construction  for  that 
which  is  prescribed  in  its  rules  and  regulations  under  either  of  the  fol- 
lowing conditions: 
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(a)  When  and  where  the  department  or  the  commission,  sitting  as 
an  appeals  board,  determines  that  there  exists  a  critical  shortage  of  the 
material,  appliance  or  device  prescribed. 

(b)  When  and  where,  in  the  jndgment  of  the  department  or  the 
commission,  sitting  as  an  appeals  board,  the  snbstitntion  will  not  create 
a  hazard  to  the  health  or  safety  of  the  public  or  of  the  occupants  oi 
buildings. 

17925.  Rules  and  regulations  shall  be  promulgated  pursuant  to  the 
Administrative  Procedure  Act  (Chapter  4,  commencing  with  Section 
11370  of  Part  1  of  Division  3  of  Title  2  of  the  Government  Code), 
and  subject  to  the  ])rovisions  of  Sections  18900  to  18911,  inclusive,  of 
the  Health  and  Safety  Code. 

Chapter  3.     State  Housing  Commission 

17930.  There  is  in  the  department  the  State  Housing  Commission 
consisting  of  the  Chief  of  the  Division  of  Housing,  who  shall  be  the 
chairman,  and  10  members  to  be  appointed  by  and  serve  at  the  pleasure 
of  the  Governor. 

17931.  Of  the  10  members  to  be  appointed  by  the  Governor,  one 
shall  be  a  person  representing  local  fire  prevention  agencies ;  one  per- 
son shall  represent  local  health  agencies;  one  person  shall  be  a  local 
building  official;  one  person  shall  represent  oragnized  labor;  one  shall 
be  an  architect ;  one  shall  be  a  consulting  engineer ;  one  shall  repre- 
sent agriculture ;  one  shall  be  a  contractor  active  in  housing  construc- 
tion ;  one  shall  represent  privately  operated  apartment  housing  owner- 
management;  and  one  shall  represent  privately  operated  hotel-motel 
owner-management. 

17932.  The  commission  shall  elect  a  vice  chairman  annually  from 
among  its  members. 

17933.  The  members  of  the  commission  shall  serve  without  com- 
pensation. Members  who  are  not  state  officers  shall  be  paid  actual  neces- 
sary travel  expenses. 

17934.  The  commission  may  determine  policies  for  the  guidance  ot 
the  department  in  all  matters  concerning  the  administration  of  any 
laws  which  the  division  is  to  enforce,  and  shall  advise  the  department 
on  policies  relating  to  the  powers  and  duties  of  the  department  m  all 
matters  relating  to  housing. 

17935.  The  commission  shall  sit  as  an  appeals  board  and  may  pro- 
mulgate rules  pertaining  to  hearing  appeals  and  other  matters  falling 
within  its  jurisdiction.  All  such  rules  shall  be  made  in  accordance  with 
the  provisions  of  the  Administrative  Procedure  Act  (Chapter  4,  com- 
mencing with  Section  11370,  of  Part  1  of  Division  3  of  Title  2  of  the 
Government  Code). 

17936.  Any  person  who  opposes  any  proposed  rule  or  regulation  of 
the  department  or  the  amendment  or  repeal  thereof,  at  a  hearing  held 
for  that  purpose,  may  within  10  days  after  the  filing  of  the  rule  or 
regulation  with  the  Secretary  of  State  request  a  hearing  before  the 
commission  sitting  as  an  appeals  board.  If  a  hearing  is  requested  the 
matter  may  be  heard  by  the  commission  within  120  days  from  the 
date  of  the  request,  upon  a  determination  by  the  commission  that  the 
request  involved  a  question  of  substance,  and  the  proposed  regulation 
or  the  amendment  or  repeal  thereof  shall  not  become  effective  until 
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and  unless  the  commission  has  finally  approved  it.  Upon  approval 
notice  shall  be  given  by  the  commission  and  the  regulation,  amend- 
ment, or  repeal  shall  become  effective  in  the  same  manner  and  after 
the  same  period  as  provided  in  the  Administrative  Procedure  Act 
(Chapter  4,  commencing  with  Section  11370,  of  Part  1  of  Division  3 
of  Title  2  of  the  Government  Code),  and  subject  to  the  provisions  of 
Sections  18900  to  18911,  inclusive,  of  the  Health  and  Safety  Code. 

17937.  The  commission,  sitting  as  an  appeals  board,  shall  hear 
appeals  brought  by  any  person  as  to  the  application  of  any  rule  or 
regulation  of  the  department  to  such  person  under  any  facts  and  cir- 
cumstances presented  to  the  commission  by  such  person  alleging  that 
the  application  or  enforcement  of  any  sucli  rule  or  regulation  by  the 
department  under  such  facts  and  circumstances  is  an  erroneous  or 
unlawful  application  or  enforcement  of  such  rule  or  regulation  by 
the  department. 

17938.  A  decision  of  the  commission  sitting  as  an  appeals  board  is 
final,  except  for  such  action  as  may  be  taken  by  a  court  as  permitted 
or  required  by  law. 

17939.  The  commission  shall  determine  its  quorum,  and  all  of  its 
meetings  shall  be  open  and  public. 

17940.  All  records  of  the  commission  shall  be  open  to  inspection  by 
the  public  during  regular  office  hours. 

17941.  The  commission  shall  biennially  submit  a  report  of  its 
activities,  together  with  recommendations  for  legislation,  to  the  Gov- 
ernor and  the  Legislature. 

Chapter  4.     Application  and  Scope 

17950.  The  provisions  of  this  part  and  the  rules  and  regulations 
promulgated  pursuant  thereto  which  relate  to  apartment  houses,  hotels, 
and  dwellings  apply  in  all  parts  of  the  State. 

17951.  The  gorverning  i3ody  of  any  city  or  county  may  enact  ordi- 
nances or  regulations  imposing  restrictions  equal  to  or  greater  than 
those  imposed  by  this  part  and  rules  and  regulations  promulgated  pur- 
suant thereto  or  prescribing  fees  for  permits,  certificates,  or  other 
forms  or  documents  required  by  this  part  or  rules  and  regulations 
promulgated  pursuant  thereto. 

17952.  (a)  Whenever  a  city  or  county  proposes  to  enact  ordinances 
or  regulations  in  accordance  with  the  provisions  of  this  chapter,  such 
city  or  county  shall  deliver  sufficient  copies  of  such  proposed  ordinances 
or  regulations  to  the  department. 

(b)  The  department  shall  within  90  days  notify  such  city  or  county 
in  writing  whether  or  not  such  local  regulations  prescribe  standards 
equal  to  or  greater  than  those  prescribed  by  this  part  and  the  rules 
and  regulations  promulgated  pursuant  thereto.  Upon  each  resubmission 
of  a  proposed  ordinance  or  regulation,  the  department  shall  notify  such 
city  or  county  of  its  determination  within  30  days.  Any  determination 
by  the  department  under  this  section  is  subject  to  appeal  within  30 
days  in  writing  to  the  State  Housing  Commission  sitting  as  an  appeals 
board. 

17953.  In  the  event  of  nonenforcement  of  any  ordinance  or  local 
regulation  adopted  pursuant  to  Section  17951,  the  provisions  of  this 
part  and  the  rules  and  regulations  promulgated  thereunder  shall  be 
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enforced  bv  the  department  in  any  sneli  eity  or  county  after  the  de- 
partment has  given  written  notice  to  the  governnig  body  of  such  city 
or  county  of  a  violation  of  this  part  or  the  rules  or  regulations  promul- 
gated thereunder  and  the  city  or  county  has  failed  to  secure  correction 
of  the  violation  within  30  days  of  the  date  of  such  notice. 

Chapter  5.     Administration  and  Enforcement 
Article  1.     Enforcement  Agencies 

17960  The  building  department  of  every  city  shall  enforce  within 
the  city  all  the  provisions  of  this  part  and  rules  and  regulations  pro- 
mulgated thereunder  pertaining  to  the  erection,  construction  recon- 
struction, movement,  conversion,  alteration,  or  arrangement  of  apart- 
ment houses,  hotels,  or  dwellings.  _  ,        ■        -,         - 

17961  The  housing  department  or,  if  there  is  no  housing  depart- 
ment the  health  department,  of  every  city  shall  enforce  withm  the 
city  all  the  provisions  of  this  part  and  rules  and  regulations  promul- 
gated thereunder  pertaining  to  the  maintenance,  sanitation,  ventilation, 
use,  or  occupancy  of  apartment  houses,  hotels,  or  dwellings. 

17962  If  there  is  no  building  department,  housing  department,  or 
health  department  in  a  city,  the  officer  who  is  charged  with  the  enforce- 
ment of  ordinances  or  laws  regulating  the  erection,  construction,  altera- 
tion maintenance,  sanitation,  ventilation,  or  occupancy  of  buildings, 
or  of  the  police,  fire,  or  health  regulations,  in  the  city,  shall  enforce 
within  the  city  all  the  provisions  of  this  part  and  rules  and  regulations 
promulgated  thereunder.  -,      .  n    ^i  ^ 

17963  In  every  county  the  officer  who  is  charged  with  the  enforce- 
ment of  ordinances  or  laws  regulating  the  erection,  construction,  altera- 
tion, maintenance,  sanitation,  occupancy,  or  ventilation  of  buildings, 
or  of  the  police,  fire,  or  health  regulations,  in  the  county,  shall  enforce 
outside  the  territorial  limits  of  any  city,  all  the  provisions  of  this  part 
and  the  applicable  rules  and  regulations  promulgated  thereunder  per- 
taining to  apartment  houses,  hotels,  or  dwellings. 

17964  Where  there  is  no  such  department  or  officer  mentioned  m 
Section  17960  to  17963,  inclusive,  any  city  or  county  may  designate 
and  charge  by  charter,  ordinance  or  resolution  any  department  or  offi- 
cer other  than  a  department  or  officer  mentioned  m  this  chapter, 
with  the  enforcement  of  any  or  all  of  the  provisions  of  this  part  and 
rules   and   regulations   promulgated  thereunder  withm   its   territorial 

limits.  ^1      1         i        ^- 

17965  Where  there  is  no  local  enforcement  agency,  the  department 
shall  enforce  all  the  applicable  provisions  of  this  part  and  rules  and 
regulations  promulgated  by  the  department  thereunder  pertaining  to 
apartment  houses,  hotels,  or  dwellings. 

17966.  Cities  or  counties  may  contract  with  the  department  tor 
assistance  by  the  department  in  the  enforcement  of  the  applicable 
provisions  of  this  part  and  the  rules  and  regulations  promulgated  there- 
under within  such  cities  or  counties  by  the  department.  Such  contracts 
shall  contain  provisions  for  the  payment  of  the  costs  of  such  enforce- 
ment, or  portions  thereof,  as  may  be  determined  by  the  department. 
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Article  2.     Inspection 

17970.  Any  officer,  employee,  or  agent  of  an  enforcement  agency 
may  enter  and  inspect  any  building  or  premises  whenever  necessary 
to  secure  compliance  with,  or  prevent  a  violation  of,  any  provision  of 
this  part  and  rules  and  regulations  promulgated  thereunder  which 
the  enforcement  agency  has  the  power  to  enforce. 

17971.  The  owner,  or  authorized  agent  of  any  owner,  of  any  build- 
ing or  premises  may  enter  the  building  or  premises  whenever  necessary 
to  carry  out  any  instructions,  or  perform  any  work  required  to  be 
done  pursuant  to  this  part  and  rules  and  regulations  promulgated  there- 
under. 

17972.  No  person  authorized  by  this  article  to  enter  buildings  shall 
enter  any  dwelling  between  the  hours  of  6  o'clock  p.m.  of  any  day  and 
8  o'clock  a.m.  of  the  succeeding  day,  without  the  consent  of  the  owner 
or  of  the  occupants  of  the  dwelling,  nor  enter  any  dwelling  in  the 
absence  of  the  occupants  without  a  proper  written  order  executed  and 
issued  by  a  court  having  jurisdiction  to  issue  the  order. 

Article  3.     Actions  and  Proceedings 

17980.  If  any  building  is  constructed,  altered,  converted,  or  main- 
tained in  violation  of  any  provision  of,  or  of  any  order  or  notice  giving 
a  reasonable  time  to  correct  such  violation  issued  by  an  enforcement 
agency  pursuant  to,  this  part  and  rules  and  regulations  promulgated 
thereunder,  or  if  a  nuisance  exists  in  any  building  or  upon  the  lot  on 
which  it  is  situated,  the  enforcement  agency  shall  after  30  days'  notice 
to  abate  such  nuisance  institute  any  appropriate  action  or  proceeding 
to  prevent,  restrain,  correct,  or  abate  the  violation  or  nuisance. 

17981.  An  enforcement  agency  which  institutes  any  action  or  pro- 
ceeding pursuant  to  this  article  may,  by  verified  complaint  setting 
forth  the  facts,  apply  to  the  superior  court  for  an  order  granting  the 
relief  for  which  the  action  or  proceeding  is  brought  until  the  entry  of  a 
final  judgment  or  order. 

17982.  If  any  notice  or  order  issued  by  an  enforcement  agency_  is 
not  complied  with  within  a  reasonable  time  as  specified  in  such  notice 
or  order  the  enforcement  agency  may  apply  to  the  superior  court  for 
an  order  authorizing  it  to  remove  any  violation  or  abate  any  nuisance 
specified  in  the  notice  or  order. 

17983.  The  superior  court  may  make  any  order  for  which  applica- 
tion is  made  pursuant  to  this  article. 

17984.  Neither  an  enforcement  agency,  any  of  its  officers,  norany 
city  or  county  for  which  an  enforcement  agency  may  act,  is  liable 
for  costs  in  any  action  or  proceeding  that  the  enforcement  agency  may 
commence  pursuant  to  this  article. 

17985.  Any  enforcement  agency  which  institutes  an  action  or  pro- 
ceeding pursuant  to  this  article  may  file  a  notice  of  the  pendency  of 
the  action  or  proceeding  in  the  county  recorder's  office  of  the  county 
where  the  property  affected  by  the  action  or  proceeding  is  situated. 
The  notice  may  be  "filed  at  the  time  of  the  commencement  of  the  action 
or  proceeding,' or  at  any  time  before  final  judgment  or  order.  It  has  the 
same  effect  as  the  notice  of  pendency  of  action  provided  for  m  the 
Code  of  Civil  Procedure. 
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17986.  The  county  recorder  with  whom  a  notice  of  pendency  of 
action  or  proceeding  is  filed  shall  record  and  index  it  in  the  name  of 
each  person  to  be  specified  in  a  direction  subscribed  by  an  officer  of 
the  enforcement  agency  instituting  the  action  or  proceeding. 

17987.  Any  notice  of  pendency  of  action  or  proceeding  may  be 
vacated  upon  the  order  of  a  judge  of  the  court  in  which  the  action 
or  proceeding  is  pending.  A  certified  copy  of  the  order  of  vacation 
may  be  recorded  in  the  office  of  the  recorder  of  the  county  where  the 
notice  of  pendency  of  action  is  recorded. 

17988.  In  any  action  or  proceeding  brought  pursuant  to  this  article, 
service  of  summons  is  sufficient  if  served  in  the  manner  provided  in  the 
Code  of  Civil  Procedure. 

17989.  Except  under  conditions  immediately  atfectmg  health  or 
safety,  every  notice  or  order  issued  pursuant  to  this  part  shall  be 
served  five  days  before  the  time  for  doing  or  refraining  from  doing 
the  thing  to  which  it  pertains. 

Chapter  6.     Violations 

17995.  Any  person  who  violates  any  of  the  provisions  of  this  part 
or  any  rule  or  regulation  promulgated  pursuant  thereto  is  guilty  of 
a  misdemeanor,  punishable  by  a  fine  not  exceeding  five  hundred  dol- 
lars ($500)  or  by  imprisonment  not  exceeding  six  months,  or  by  both 
such  fine  and  imprisonment. 

Sec.  9.  Rules  and  regulations  promulgated  pursuant  to  the  provi- 
sions of  Part  1.5  (commencing  with  Section  17910)  of  Division  13  of 
the  Health  and  Safety  Code  as  added  by  Section  8  of  this  act  relating 
to  the  erection  or  construction  of  buildings  or  structures  shall  not 
apply  to  existing  buildings  or  structures  or  to  buildings  or  structures 
as  to  which  construction  is  commenced  or  approved  prior  to  the  effec- 
tive date  of  the  rules  or  regulations,  but  regulations  relating  to  use, 
maintenance,  and  change  of  occupancy  shall  apply  to  all  buildings  and 
structures  approved  for  construction  or  constructed  before  or  after 
the  effective  date  of  such  rules  or  regulations. 

Sec.  10.  The  provisions  of  Part  1  (commencing  with  Section  15000) 
of  Division  13  of  the  Health  and  Safety  Code,  with  the  exception  of 
Chapter  3  (commencing  with  Section  15250)  and  Chapter  28  (com- 
mencing with  Section  17900)  of  such  Part  1,  are  continued  in  effect 
as  rules  and  regulations  of  the  Department  of  Industrial  Relations, 
Division  of  Housing,  and  shall  remain  in  effect  as  such  rules  and  regu- 
lations until  amended  or  repealed  pursuant  to  the  State  Housing  Law. 
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ADVISORY   COMMITTEE    REPORT 

August  1960 
Premises 

V 

A.  The  Housing-  Act  is  going-  to  be  revised. 

B.  The  Housing  Act  should  apply  uniformly  throughout  the  State, 
in  unincorporated  areas  as  well  as  in  incorporated  areas.  This  de- 
cision is  made  in  full  awareness  of  the  political  problems  involved. 

C.  The  Housing  Act  should  state  minimum  standards  of  housing  which 
all  local  areas  should  be  required  to  meet. 

D.  The  Housing  Act  should  be  an  enabling  act  and  should  assign  to 
an  appropriate  administrative  agency  the  function  of  adopting 
regulations.  Only  in  this  way  can  the  housing  requirements  be 
kept  up-to-date. 

/.  Purposes  of  a  Housing  Act 

a.  Functions  of  a  Housing  Act 

The  function  of  a  housing  act  is  solely  to  provide  minimum  stand- 
ards for  health,  safety,  and  living  conditions,  which  apply  through- 
out the  State. 

b.  Content  of  a  Housing  Act 

A  State  Housing  Act  can  and  should  be  concerned  with  prob- 
lems of : 

1.  Construction  standards 

2.  Facilities  and  equipment  standards,  such  as  electrical,  mechanical, 
sanitary  and  fire  protection  standards 

3.  Maintenance 

4.  Conditions  of  occupancy 

//.  Administration 

a.  The  administration  of  the  Housing  Act  should  be  under  the  direction 
of  one  agency  on  the  state  level. 

b.  This  state  agency  should  pass  upon  and  approve  housing  standards 
to  be  adopted  by  the  State. 

c.  The  board  should  serve  as  an  appeals  board  to  hear  complaints  of 
builders,  cities,  and  other  interested  parties  regarding  regulations 
and  enforcement. 

d.  Principal  responsibility  for  enforcement  of  the  Housing  Act  should 
rest  upon  the  local  governments,  which  would  be  required  to  desig- 
nate some  enforcement  agency.  Where  the  local  government  does 
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not  have  personnel  to  administer  the  act,  it  should  be  able  to  con- 
tract with  the  state  agency  for  the  performance  of  these  services. 

e.  If  the  local  government  does  not  enforce  the  minimum  standards  of 
the  State  Housing-  Act,  then  it  should  be  mandatory  that  the  State 
enforce  these  standards. 

f.  The  provisions  of  the  existing  State  Housing  Act,  Chapter  No.  3, 
"Administrative  Enforcement,  Article  1,  Enforcement  Agencies," 
should  be  continued  in  the  statutory  requirements  itself.  There  is, 
however,  a  certain  need  for  amendment  to  make  certain  that  the 
appropriate  agencies  are  designated  for  enforcement.  At  present  it 
is  too  easy  to  redesignate  enforcement  by  agencies  not  properly 
qualified. 

///.  State  Housing  Act  vs.  Local  Building  Codes 

a.  Each  city  and  county  may  enact  its  own  housing  code.  Local  build- 
ing regulations  equal  to  or  more  restrictive  will  supersede  any  state 
regulation,  either  jurisdictional  or  administrative. 

b.  Every  local  housing  regulation  pertaining  to  the  occupancies  cov- 
ered in  the  State  Housing  Act,  will  be  subject  to  review  by  the 
state  agency  to  determine  whether  or  not  it  is  equivalent  to  or  less 
restrictive  than  the  State  Housing  Act. 

IV.   Type  of  Housing  Act 

a.  In  that  the  present  State  Housing  Act  has  a  statutory  provision,  it 
cannot  be  changed  except  by  act  of  the  Legislature.  This  is  a  cum- 
bersome and  unsatisfactory  method  by  which  to  effect  change. 

b.  The  Housing  Act  should  be  an  enabling  act  delegating  authority  to 
write  regulations  on  the  subjects  presently  contained  in  the  State 
Housing  Act  to  an  administrative  body.  This  will  permit  partici- 
pation of  affected  groups,  including  industry,  in  the  adoption  of 
regulations  in  accordance  with  the  provisions  of  the  Administrative 
Procedure  Act.  Further,  it  will  permit  the  adoption  of  regulations 
to  reflect  rapid  technological  changes  and  obviate  the  need  to  amend 
the  basic  act  at  biennial  legislative  sessions.  (One  suggestion  was 
that  the  enabling  act  authorize  the  Division  of  Housing  to  operate 
under  an  Administrative  Code.  The  Chief  of  the  Division  of  Housing 
would  then  continue  in  his  present  position,  serving  under  the  guid- 
ance of  an  advisory  board  made  up  of  building,  health  and  fire 
authorities.  This  advisory  board  would  be  different  in  this  respect 
from  the  present  housing  commission  which  is  now  composed  of  a 
cross  section  of  representation  of  the  people  and  is  without  technical 
representation  from  building,  health  and  fire  officials.) 

c.  Any  building  regulations  which  it  is  felt  necessary  to  retain  in  the 
State  Housing  Act  should  be  written  either : 

1.  To  incorporate  by  reference  some  standard  building  code,  or 

2.  To  state  performance  standards,   and  avoid  wherever  possible, 
specification  standards. 
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V.  Applicability  of  a  Housing  Act 

a.  All  types  of  places  of  general  human  habitation  are  housing  and 
hence  should  be  subject  to  the  minimum  standards  of  a  State  Hous- 
ing Act. 

1.  Although  the  general  policy  statement  above  comprehends  non- 
structural units,  such  as  trailers,  houseboats,  tent  camps,  and 
labor  camps,  all  of  which  are  used  as  permanent  places  of  human 
habitation,  it  is  recommended  that  the  Advisory  Committee  de- 
vote its  attention  first  to  hotels,  apartments  and  single  and  multi- 
ple family  dwelling  units  and  take  up  later  as  special  problems 
the  other  types  of  habitation  since  they  require  somewhat  differ- 
ent treatment  in  order  to  obtain  substantially  different  equivalent 
standards.  A  special  subcommittee  on  trailers  will  be  appointed 
by  the  chairman  of  the  advisory  committee.  The  staff  will  write 
followup  letters  to  representatives  interested  in  trailers,  trailer 
parks,  liquefied  petroleum  gas,  and  farm  labor. 

b.  The  Housing  Act  should  apply  uniformly  throughout  the  State  in 
unincorporated  areas  as  well  as  in  incorporated  areas.  (The  present 
provisions  of  the  State  Housing  Act  apply  to  all  residential  con- 
struction within  incorporated  areas,  but  apply  only  to  apartment 
houses  and  hotels  in  the  unincorporated  areas.) 

c.  Retroactivity 

It  is  recommended  that  the  issues  of  retroactive  legislation  be  post- 
poned until  the  advisory  committee  has  compiled  a  definite  pro- 
posal for  a  housing  act.  A  special  subcommittee  on  retroactivity^  will 
be  appointed  by  the  advisory  committee  chairman.  Retroactive  provi- 
sions should  be  based  only  on  those  items  which  are  hazards  to  life, 
health  and  limb. 

VI.  Items  Requiring  Immediate  Attention 

If  it  should  become  evident  that  there  is  no  possibility  of  gaining 
correction  in  the  next  legislative  session,  as  suggested  above^  there  is 
still  need  for  inimediate  change  so  that  improved  safety  may  be  gained. 
The  items  which  require  immediate  attention  are : 

a.  Retroactive  legislation  aimed  at  correcting  the  hazardous  conditions 
which  presently  exist  in  multistory  housing  occupancies  due  to  unen- 
closed vertical  shafts,  i.e.,  open  stairs.  Some  means  of  protection  is 
highly  essential. 

b.  A  requirement  that  each  bedroom  in  all  housing  facilities  be  pro- 
vided with  at  least  one  window  or  escape  panel  through  which  the 
occupant  of  the  room  may  have  a  reasonable  expectation  of  escape. 

c.  A  requirement  that  all  multistory  buildings  have  more  than  one 
means  by  which  to  escape  from  an  upper  floor. 

d.  Improved  regulation  of  heating  equipment  and  systems. 

e.  A  consideration  of  the  imposition  of  more  stringent  regulations  on 
the  materials  used  for  the  interior  finish  of  housing  occupancies,  as 
well  as  an  investigation  into  the  use  of  flammable,  readily  combusti- 
ble materials,  or  materials  which  emit  voluminous  quantities  of  smoke 
or  injurious  gases,  be  they  decorative  materials,  wall  or  ceiling  fin- 
ish, furniture,  etc. 
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f.  An  investigation  into  the  continued  use  of  shingles  in  certain  high 
hazard  areas,  such  as  brush-covered  hillside  areas,  or  very  closely 
built  up  residential  areas. 

g.  In  that  the  State  Housing  Act  makes  no  adequate  reference  to 
requirements  for  the  use  of  liquefied  petroleum  gases  (butane,  pro- 
pane, etc.)  in  housing  occupancies,  a  chapter  on  such  usage  is  very 
essential. 

h.  The  existing  provisions  with  regard  to  electrical  usage  are  not  ade- 
quate. 

VII.  Financing 

Two  specific  plans  were  proposed  for  the  financing  of  this  new  admin- 
istration : 

a.  The  Childers  Plan 

Uniform  building  inspection  fees  would  be  set  for  the  entire  State. 
If  the  local  governments  properly  enforced  the  standards  of  the 
State  Housing  Act,  then  the  fees  would  be  paid  to  the  local  govern- 
ment. However,  if  the  local  government  failed  to  so  enforce  the 
housing  act,  such  fees  would  be  paid  to  the  State  to  carry  the  bur- 
den of  enforcement. 

b.  The  Richards  Plan 

Amounts  of  building  fees  should  be  left  to  the  determination  of  the 
local  governments.  However,  if  the  local  government  does  not  en- 
force the  minimum  standards  of  the  State  Housing  Act,  then  the 
State  should  enforce  the  act  and  bill  the  local  government  for  the 
cost  of  enforcement. 

(The  Richards  Plan  was  preferred  by  several  members  because 
of  the  greater  freedom  given  to  the  local  government.  The  fact 
that  some  local  governments  may  adopt  standards  stricter  than 
those  of  the  State  thus  requiring  a  different  fee  schedule  for  en- 
forcement was  also  mentioned  as  an  argument  in  favor  of  the 
Richards  Plan.) 

VIII.  Recomn)endations  for  Future  Action 

a.  AVhere  codes  were  incorporated  by  reference  the  following  codes 
should  be  used : 

Buildinf?  Code — Uuiforni    Building    Code    of    the    International    Conference    of 

Building  Officials 
Electricity        — National  Electrical  Code 
Plumbing  — I'niform  Plumbing  Code  of  the  Western  Plumbing  Association 

b.  Subcommittee  on  Outlines  for  Future  Study  look  into  the  possibility 
of  having  all  residential  construction  regulated  by  one  standard,  in- 
cluding housing  for  migratory  laborers. 

c.  Subcomittee  on  Outlines  for  Future  Study  look  into  the  possibility 
of  setting  up  regulations  for  electricity  and  plumbing  and  sewage 
disposal  in  unincorporated  areas.  (Health  Department  representa- 
tives indicate  there  is  a  definite  need  for  such  regulations. ) 

d.  Subcommittee  on  Outlines  for  Future  Study  review,  and  if  they  see 
tit,  propose  new  or  revised  subdivision  requirements  for  unincorpo- 
rated areas. 
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e.  The  problems  of  costs  of  enclosing  stairways  in  existing  hotels  was 
referred  to  the  California  State  Hotel  Association  for  estimates  of 
costs  and  amortization  of  such  costs. 

f.  The  Legislative  Counsel  should  be  written  and  asked  for  legal  opin- 
ions on  the  constitutionality  and  legal  problems  involved  in: 

1.  The  Childers  Plan 

2.  The  Richards  Plan 

3.  Streamlining  nuisance  abatement  procedures  by  administrative 
regulations. 

g.  Letters  should  be  written  to  the  following  representatives  of  local 
government,  asking  them  to  join  the  discussions  of  the  advisory 
committee  whenever  possible :  '^ 

1.  Mr.  Richard  Carpenter,  League  of  California  Cities 

2.  Mr.  William  R.  MacDougall,  County  Supervisors  Association  of 
California 


APPENDIX   III 

From  the  San  Francisco  Chronicle 
(The  Voice  of  the  West) 

Tuesday,  November  1,  1960 
Potential  Disaster 

SCHOOL  CHECKUP  HERE  UNCOVERS  'FIRE  TRAPS' 

The  disastrous  1958  fire  at  Our  Lady  of  tlie  Angels  Scliool  in  Chicago, 
which  took  95  lives,  could  happen  in  San  Francisco,  the  city's  fire  pre- 
vention chief  warned  yesterday. 

He  said  "many"  of  the  city's  130  public  schools  are  potential  fire 
traps  in  which  children  could  be  cut  off  from  rescue. 

More  than  half  the  buildings  are  constructed  of  combustible  mate- 
rials, he  said,  and  even  in  the  remainder  additional  safety  precautions 
should  be  taken. 

The  report,  Mayor  Christopher  said,  verified  the  "deep  apprehen- 
sion I've  had,  about  our  old  schools  particularly." 

He  pledged  help  from  City  Hall  ' '  to  take  all  steps  necessary  to  pro- 
tect our  children. ' ' 

If  need  be,  he  said,  the  city  might  find  emergency  funds  "to  take 
care  of  the  more  urgent  needs." 

The  preliminary  report,  which  did  not  itemize  the  dangers  nor  list 
the  schools  in  which  they  exist,  came  after  a  two-year  study  by  Chief 
Albert  E.  Hayes.  It  was  sought  by  the  Board  of  Education  and  the 
Mayor  as  a  result  of  the  Chicago  disaster. 

"Generally  speaking  the  schools  were  found  to  be  in  good  condition 
as  far  as  general  maintenance  and  houskeeping  are  concerned,"  he 
wrote  to  Dr.  Harold  Spears,  the  Superintendent  of  Schools. 

"However,  due  to  the  structural  conditions  in  some  buildings,  a  se- 
rious school  fire  could  occur  in  San  Francisco." 

He  drew  a  specific  comparison  between  "many"  public  schools  here 
and  the  Chicago  school,  in  which  the  fire  originated  in  the  basement 
and  spread  to  the  second  floor  by  a  stairway. 

All  95  who  perished  were  on  the  second  floor.  They  could  have  escaped 
by  another  stairway,  but  were  overcome  by  smoke  and  fumes. 

Children  on  the  first  floor,  protected  by  a  safety  door  that  kept  the 
smoke  out,  were  able  to  leave  when  the  alarm  sounded. 

' '  There  are  many  San  Francisco  school  buildings  which  do  not  have 
these  stair  enclosures,"  Chief  Hayes  wrote. 

He  listed  four  other  major  hazards: 

•  Even  on  stairways  with  safety  doors,  the  doors  often  are  left  open; 

•  Potential  fire  areas  are  not  protected  by  sprinkler  systems; 

•  Buildings  of  combustible  construction  are  in  excess  of  one  story 
in  height;  and 
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•  There  is  no  "reliable  and  approved"  means  of  turning  in  a  fire 
alarm.  (The  School  Board,  hoM^ever,  already  has  taken  steps  to  install 
such  a  system.) 

Chief  Hayes  listed  eight  recommendations  to  provide  what  he  called 
''minimum"  safeguards  for  the  school  children. 

Alarm 

They  included  keeping  the  stairway  doors  closed  except  when  moni- 
tored, and  installing  fire  alarm  systems  that  would  alert  the  children 
and  the  fire  department  simultaneously. 

Also,  he  said,  buildings  of  combustible  construction  should  be  pro- 
tected by  sprinkler  systems,  as  should  the  ^^o-called  * '  fire-proof ' '  build- 
ings if  their  stairwaj^s  are  not  enclosed  by  safety  doors. 

These  sprinkler  systems,  the  chief  said,  should  be  tied  in  to  an  auto- 
matic alarm  system,  a  project  the  school  board  already  has  rejected 
because  its  cost  would  be  so  high. 

Comment 

Doctor  Spears  was  out  of  town  yesterday  and  not  available  for  com- 
ment. 

Elmer  Skinner,  president  of  the  Board  of  Education,  said  the  board 
will  "do  everything  that's  found  to  be  immediately  necessary  to  safe- 
guard our  children." 

He  said  the  new  fire  alarm  systems  being  installed  are  "the  first 
step"  toward  providing  more  complete  protection. 

The  matter,  he  said,  would  be  fully  discussed  at  the  school  board 
meeting  tonight. 

Others  in  the  school  department  said  the  cost  of  Chief  Hayes'  recom- 
mendations could  not  be  estimated  until  the  school-by-school  report  is 
made. 

A  sprinkler  system,  however,  costs  about  $35,000  a  school.  If  half  the 
130  schools  were  in  need  of  such  protection,  the  cost  would  be  more 
than  $2  million. 

Chief  Hayes  said  he  will  issue  a  similar  report  in  the  near  future  on 
private  and  parochial  schools  in  the  city. 
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The  purpose  of  fhis  report  is  fo: 

1.  Report  to  the  Legislature  on  the  study  conducted  by  this  sub- 
committee during  the  1959-61  interim  and  on  the  legislation 
introduced  and  enacted  as  a  result  thereof. 

2.  Present  information  on  the  nature  and  extent  of  California's 
air  pollution  problem  and  specifically  motor  vehicle  created  air 
pollution. 

3.  Present  recommendations  for  further  study  and  action  needed 
to  conserve  California's  air  resource. 
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COMMITTEE  LETTER  OF  TRANSMITTAL 

California  Legislature 
Assembly  Interim  Committee  on  Public  Health 

December  7, 1960 

Hon.  Ralph  M.  Brown,  Speaker 
Members  of  the  Assembly 
Assembly  Chamber 

Gentlemen:  The  Assembly  Interim  Committee  on  Public  Health 
submits  this  report  on  motor  vehicle  created  air  pollution  prepared  by 
the  Subcommittee  on  Air  Pollution  in  accordance  with  House  Resolution 
No.  131  of  the  1959  Session. 

Respectfully  submitted, 

W.  Byron  Rumford,  Chairman 
Assembly  Interim  Committee 
on  Public  Health 
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SUBCOMMITTEE  LETTER  OF  TRANSMITTAL 

V 

December  7,  1960 
Hon.  W.  Byron  Rumford,  Chairman 

Assembly  Interim  Committee  on  Public  Health 

Dear  Mr.  Rumford:  Attached  is  the  report  of  the  Subcommittee  on 
Air  Pollution  which  was  directed  by  the  Public  Health  Committee  to 
study  the  particular  air  pollution  problem  caused  by  motor  vehicles  in 
California. 

It  has  long  been  known  that  the  motor  vehicle  is  a  major  cause  of 
air  pollution,  yet  no  means  had  been  devised  to  effect  its  control.  Your 
subcommittee  appointed  an  advisory  committee  to  assist  it  in  develop- 
ing a  specific  control  program.  It  was  in  large  part  because  of  the 
assistance  provided  by  this  committee  that  legislation  establishing  this 
needed  control  program  was  enacted  during  the  1960  Session.  The  sub- 
committee wishes  to  express  its  appreciation  to  all  those  who  served  so 
diligently  on  the  advisory  committee. 

Respectfully  submitted, 

Ronald  Brooks  Cameron,  Chairman 
Subcommittee  on  Air  Pollution 
Clayton  A.  Dills  W.  Byron  Rumford 

Milton  Marks  Chet  Wolfrum 

Don  Mulford 
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CONCLUSIONS  AND  RECOMMENDATIONS 

Clean  air  is  a  resource  which  is  vital  to  the  health  and  welfare  of 
the  people  of  California.  While  only  20  years  ago  smog  was  an  occa- 
sional phenomenon  restricted  to  the  Los  Angeles  metropolitan  area, 
today  its  effects  have  been  detected  in  25  of  the  State 's  58  counties.  In- 
creased state  and  local  efforts  are  essential  for  the  preservation  of  Cali- 
fornia's  air  resource,  to  reduce  the  spread  of  air  pollution  into  even 
wider  areas  of  the  State  and  to  restore  good  air  quality  to  those  areas 
presently  suffering  the  effects  of  polluted  air.  This  can  be  achieved  only 
by  control  over  all  sources  which  emit  pollutants  into  the  atmosphere — 
the  stationary  sources  which  are  the  responsibility  of  local  county  and 
district  air  pollution  control  agencies,  and  the  mobile  source,  the  motor 
vehicle,  which  is  now  the  responsibility  of  the  State  in  co-operation  with 
local  agences. 

The    State's   more    than    8,000,000    motor   vehicles    are    major    con- 
tributors to  smog.  Legislation  establishing  a  program  for  their  control 
introduced  by  this  committee  and  requested  by  the  Governor  was  en- 
acted by  the  1960  Legislature.  A  Motor  Vehicle  Pollution  Control  Board 
was  created  to  administer  the  program.  The  board  is  responsible  for 
establishing  a  system  for  adopting  criteria  for  and  approvnig  control 
devices  and  a  program  for  the  installation  of  such  devices  on  Cali- 
fornia's motor  vehicles.  The  program  is  to  be  operative  throughout 
the  State  with  regard  to  new  vehicles ;  provision  is  made  for  counties 
to  exempt  themselves  from  the  program  with  regard  to  used  vehicles 
if  they  determine  that  the  air  quality  in  the  area  does  not  fall  below 
the  air  qualitv  standards  established  by  the  State  Department  of  Public 
Health.  Rapid  implementation  of  this  legislation  and  widespread  parti- 
cipation in  the  control  program  is  essential  for  solving  California's 
smog  problem. 
It  is  recommended  thai: 
(a.)   The  Motor  Vehicle  Pollution  Control  Board  proceed  as  rapidly 
as  possible,  consistent  with  the  best  interests  of  the  motoring 
public,  with  instituting  the  control  program, 
(b.)    The   State  Department  of  Public  Health  expand  its  program 
of  providing  assistance  to  counties  in  the  establishment  of  effec- 
tive monitoring  systems  to  permit  an  assessment  of  air  quality 
throughout  the  State.  This  is  particularly  important  since  county 
participation  in  the  control  program  with  regard  to  used  vehicles 
is  dependent  on  knowledge  of  air  quality  within  the  county,  and 
since  such  information  is  necessary  to  permit  an  evaluation  of 
the  motor  vehicle  pollution  control  program. 
Standards    for    ambient    air    and    motor   vehicle   exhaust    emissions 
have  now  been  established  by  the  State  Department  of  Public  Health. 
These  standards,  which  will  be  refined  and  improved  as  further  infor- 
mation is  gathered  on  the  effects  of  various  components  of  smog,  serve 
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as  important  guide  lines  for  local  and  state  control  programs.  These 
standards  will  require  revision  as  further  information  is  developed.  The 
department  has  already  been  directed  by  legislation  introduced  by  this 
committee  and  enacted  by  the  1960  Legislature  to  set  standards  for 
total  vehicular  emissions  rather  than  just  exhaust  emissions. 

Motor  vehicle  emission  standards  are  basic  to  the  new  state  control 
program  in  that  the  Motor  Vehicle  Pollution  Control  Board  has  been 
directed  to  approve  only  those  control  devices  which  meet  the  standards. 
Standards  have  now  been  set  for  exhaust  emissions  of  hydrocarbons 
and  carbon  monoxide  both  of  which  are  emitted  by  today's  gasoline- 
powered  motor  vehicle.  Although  the  diesel  engine  is  not  believed  to 
emit  those  pollutants  in  excess  of  the  present  standards,  it  does  emit 
black  smoke  and  fumes  which  constitute  a  local  nuisance.  Control  pro- 
grams to  limit  such  emissions  have  been  assumed  by  the  California 
Highway  Patrol  and  the  Los  Angeles  Air  Pollution  Control  District. 
The  diesel  is  believed  in  addition  to  emit  other  pollutants  such  as  oxides 
of  nitrogen,  aldehydes  and  other  irritants  not  now  included  in  the  state 
standards. 

It  is  recommended  that  the  State  Department  of  Piiblic  Health: 

a.  Increase  its  research  into  the  toxicity  of  the  various  air  pollutants 
and  as  soon  as  feasible  implement  and  improve  its  standards  for 
ambient  air  and  motor  vehicle  emissions. 

b.  Establish  a  standard  for  total  vehicular  emissions  as  soon  as  pos- 
sible in  accordance  with  the  1960  legislative  directive. 

c.  Obtain  data  as  to  the  identity  of  pollutants  and  irritants  emitted 
from  the  diesel  engine,  as  to  the  part  they  may  play  in  photo- 
chemical smog  creation,  and  as  to  the  effects  of  specific  irritants 
on  the  public  health  and  well-being  on  both  a  localized  and  a 
community -wide  basis. 

d.  Study  the  problem  of  localized  air  pollution  and  the  possible  need 
for  standards  or  control  with  regard  to  this  problem  as  dis- 
tinguished from  the  community-wide  air  pollution  problem  which 
now  is  being  considered  through  the  establishment  of  ambient  air 
standards. 

It  is  recommended  that  the  California  Highway  Patrol: 

Continue  its  program  to  control  emissions  from  the  smoky  diesel. 
It  is  further  recommended  that: 

a.  The  1961  Legislature  approve  the  Department  of  Public  Health 
budget  as  necessary  for  an  expanded  program  of  research  into  the 
nature  of  specific  air  pollutants  to  permit  refinement  and  improve- 
ment of  the  standards,  and  for  an  expanded  monitoring  program 
to  assist  counties  assess  their  air  pollution  problem. 

b.  This  committee  continue  its  study  of  California's  air  pollution 
problem  with  specific  attention  to  the  program  of  the  Motor  Ve- 
hicle Pollution  Control  Board,  the  problem  of  the  diesel-powered 
motor  vehicle,  and  the  program  of  the  Department  of  Public 
Health  as  it  relates  to  the  implementation  of  ambient  air  and 
motor  vehicle  emission  standards  and  air  monitoring. 


INTRODUCTION 

"Clean,  clear  air  is  a  natural  resource  which  is  vital  to 
people,  to  plants,  to  our  health  and  prosperity.  If  we  fail  to 
preserve  ayid  protect  this  resource,  if  we  stand  idle  watching  it 
hecome  polluted  hy  the  curse  of  smog,  the  consequences  will 
plainly  he  drastic.  .  .  .  In  the  current  year,  we  must  make 
substantial  further  progress  in  the  battle  against  air  pollution. 
For  that  reason,  I  have  placed  air  pollution  legislation  on 
the  very  restricted  agenda  for  the  special  session  of  the  Legis- 
lature." Governor  Edmund  O.  Brown,  1960. 

A  major  step  in  California's  battle  against  smog  was  taken  by  the 
1960  Legislature  when  it  enacted  legislation  introduced  by  this  sub- 
committee to  control  motor  vehicle  created  air  j^oUution.  Air  pollution 
is  an  unwanted  and  unplanned  by-product  of  California's  rapidly 
increasing  population.  Its  sources,  basically  the  activities  of  the  State's 
fifteen  and  a  half  million  people,  are  well  known.  They  include  indus- 
trial and  agricultural  activities  and,  to  an  ever-increasing  degree,  the 
8  million  motor  vehicles  now  operating  on  the  highways  of  the  State. 

Only  20  years  ago,  smog  was  an  occasional  phenomenon  restricted 
to  the  major  metropolitan  areas  of  the  State.  Since  then,  smog  episodes 
have  increased  in  frequency  and  intensity  in  metropolitan  areas  and 
have  occurred  with  startling  frequency  in  non-metropolitan  areas  of 
the  State.  Air  pollution  today  is  a  statewide  problem,  which  must  be 
met  by  positive  and  imaginative  local,  regional,  and  state  action. 

Legislation  establishing  a  statewide  program  to  control  motor  ve- 
hicle created  air  pollution  has  now  been  enacted.  As  the  program  de- 
velops under  this  legislation,  new  legislation  will  doubtless  be  needed. 
But  within  the  foreseeable  future,  as  a  result  of  this  legislation,  we 
can  anticipate  that  one  more  major  source  of  air  pollution  will  be  con- 
trolled. This,  it  should  be  emphasized,  cannot  be  considered  the  ulti- 
mate solution.  This  program  will  not  solve  California's  smog  problem. 
It  will  alleviate  it.  It  does,  however,  represent  one  essential  step  for- 
ward in  solving  a  vital  state  problem. 

THE  COMMITTEE  STUDY 

The  air  pollution  problem  has  been  of  continuing  concern  to  the 
people  of  the  State,  the  Legislature  and  this  committee.  The  concern 
has  been  reflected  by  the  enactment  of  air  pollution  legislation  in  each 
session  of  the  Legislature  since  1947. 

The  1959  report  of  the  committee,  ^  in  recognition  of  the  seriousness 
of  the  problem  and  specifically  the  role  of  the  motor  vehicle  in  the 
creation  of  air  pollution  recommended,  and  the  1959  Legislature  en- 
acted A.B.  1368  requiring  the  State  Department  of  Public  Health  to 
establish  standards  for  air  quality  by  February  1,  1960.  The  board 
was  directed  to  set  standards  for  motor  vehicle  exhaust  emissions  by 
that  same  date  by  the  enactment  of  a  related  measure,  S.B.  117.  ^ 

'  California  Legislature,  Assembly  Interim  Committee  on  Public  Health,  Subcommittee 
on  Air  Pollution,  Air  Pollution,  Its  Health  Effects  and  Its  Control,  Vol  9  No  17 
March  1959.  .        •       , 

-  See  Appendix  II  for  copies  of  this  legislation. 
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111  addition  in  1959,  the  committee  antliored  and  the  Assembly 
passed : 

1.  House  Resolution  No.  32  urging  the  "motor  vehicle  manufacturers 
of  the  U.S.  ...  to  expedite  research  on  a  motor  vehicle  exhaust  con- 
trol mechanism  .  .  .  and  to  report  to  the  nation  and  to  the  State  of 
California  as  soon  as  possible  on  its  constructive  accohiplishments  to 
date,  the  work  now  under  way,  and  work  planned,  including  a  time 
schedule  and  a  date  when  an  effective  motor  vehicle  exhaust  control 
device  will  be  available  ..." 

2.  House  Eesolution  No.  131,  whidi  stated  that,  "Whereas,  air  pollu- 
tion is  presently  a  hazard  to  the  health  of  the  people  of  this  State ;  and 
whereas,  the  control  of  automobile  exhaust  products  is  an  essential  part 
of  any  plan  to  solve  the  air  pollution  problem  .  .  .  ,"  an  appro- 
priate legislative  committee  shall  make  a  study  to  determine  what  steps 
are  needed  to  establish  a  system  for  the  control  of  motor  vehicle 
created  pollution. 

This  Subcommittee  on  Air  Pollution  was  appointed  pursuant  to 
H.R.  No.  131.  It  initiated  its  study  recognizing  that  its  primary  task 
was  to  recommend  a  specific  program  to  control  this  one  source  of  air 
pollution.  To  assist  it  with  this  task,  the  following  persons,  representa- 
tive of  agencies,  organizations  and  interests  most  conversant  with  the 
problem,  were  appointed  to  serve  on  an  advisory  committee : 

ADVISORY  COMMITTEE  ON  MOTOR  VEHICLE  EXHAUST  CONTROL 

Professor  John  T.  Middleton,  Chairmau 

University  of  California,  Riverside 

Alan  G.  Anderson,  Secretarj- 

Private  Truck  Owners  Bureau  of  California 

John  A.  Maga  Dr.  W.  L.  Faith 

State  Department  of  Public  Health  Air  Pollution  Foundation 

Edward  M.  Stitz  Edward  Eiley 

Department  of  Motor  Vehicles  Automobile  Manufacturers 

Warren  Heath  Association 

California  Highway  Patrol  Professor  A.  J.  Haagen-fc?mit 

S.  Smith  Griswold  California  Institute  of  Technology 

Air  Pollution  Control  Officer  J.  C.  Spencer 

Los  Angeles  Air  Pollution  Control  California  State  Automobile 

District  Association 

Benjamin  Linsky  Amos  T.  Crowl 

Air  Pollution  Control  Officer  Northern  California  IMotor  Car 

Bay  Area  Air  Pollution  Control  Dealers  Association,  Inc. 

District  Gerald  Fisher 

Western  Oil  and  Gas  Association 

The  advisory  committee  met  on  numerous  occasions  between  the 
first  organizational  meeting  with  the  subcommittee  on  October  27,  1959, 
in  Berkeley  and  the  final  meeting  with  the  subcommittee  on  January 
18,  1960,  in  Sacramento. 

The  advisory  committee  presented  its  report  to  the  committee  on 
December  17  at  a  meeting  held  at  the  University  of  California  campus 
in  Riverside.^ 

1  See  Appendix  III  for  full  report. 
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At  the  meeting  on  January  18,  the  advisory  committee  reviewed  a 
tentative  draft  of  a  bill  based  on  its  recommendations.  Following  addi- 
tional conferences  with  members  of  the  advisory  committee  and  other 
interested  gronps,  the  committee  bill,  A.B.  17,  was  introduced  on 
March  2,  1960.  The  bill,  with  amendments,  became  law  when  it  was 
signed  by  the  Governor  on  April  14,  1960. '^ 

A  companion  bill,  A.B.  19,  introduced  by  the  committee  and  enacted 
by  the  Legislature,  directed  the  Department  of  Public  Health  to  in- 
clude total  motor  vehicle  emissions  rather  than  merely  exhaust  emis- 
sions when  setting  its  motor  vehicle  emission  standards.- 

1  See  Appendix  I. 

2  See  Appendix  II. 


AIR  POLLUTION  IN  CALIFORNIA 

Practically  all  air  is  contaminated  to  some  extent.  As  the  activities 
of  man  in  our  indnstrialized  society  have  increased  so  has  the  amount 
of  contamination.  Such  contamination  becomes  an  air  pollution  prob- 
lem when  it  begins  to  interfere  in  some  way  with  the  well-being  of 
people. 

This  is  the  case  in  ever-widening  areas  of  California.  California's 
geography  and  weather,  attractions  responsible  for  California's  phe- 
nomenal population  growth,  create  an  ideal  laboratory  for  the  creation 
of  smog.  Throughout  the  length  of  the  State,  weather  and  geographic 
factors  favoring  the  accumulation  of  air  pollutants  are  found.  A  ceiling 
of  warm  air,  known  as  the  inversion  layer,  the  mountainous  terrain, 
and  California  wind  patterns  combine  to  prevent  the  dissipation  of  air 
pollutants.  These  pollutants,  consisting  of  a  complex  mixture  of  gases, 
solid  particles,  and  liquid  droplets,  combine  in  the  atmosphere  to  form 
hundreds  of  different  compounds.  Their  sources  include  industrial  ac- 
tivities of  all  kinds;  petroleum  refining;  the  manufacturing,  process- 
ing and  chemical  industries;  the  storage  and  marketing  of  petroleum 
products;  agricultural  burning,  spraying,  and  cultivating;  domestic 
and  industrial  heating;  refuse  incineration  and  disposal;  and,  of  ever- 
increasing  importance,  the  operation  of  automobiles  and  trucks  on 
highways  throughout  the  State. 

Two  basic  types  of  air  pollution  are  experienced  today  in  Califor- 
nia. The  first  is  the  typical  California  photochemical  air  pollution 
created  by  the  atmospheric  reaction  of  organics  and  nitrogen  oxides. 
Upon  exposure  to  sunlight,  these  two  families  of  chemical  compounds 
react  with  each  other  to  form  new  families  of  chemical  compounds 
which  cause  irritation  to  the  senses,  plant  damage,  and  visibility  re- 
duction. The  second  type  of  air  pollution  is  that  resulting  from  the 
emission  of  specific  and  identifiable  contaminants  in  solid,  liquid,  or 
gaseous  states  which  can  have  detrimental  effects  on  either  a  localized 
or  areawide  basis  or  both.  These  include  visible  point  source  smoke  and 
dust  emissions  as  well  as  such  gases  as  carbon  monoxide,  sulfur  diox- 
ide, fluoride,  ammonia,  chlorine,  and  sulfur  which  are  detrimental  in 
the  form  in  which  they  are  emitted  into  the  atmosphere. 

The  severity  and  nature  of  the  air  pollution  problem  varies  in  dif- 
ferent parts  of  the  State,  depending  on  particular  local  geographical 
and  weather  conditions,  the  density  of  population  and  extent  and  na- 
ture of  local  activities. 

In  urban  areas,  the  principal  problem  is  with  photochemical  smog, 
and  in  these  areas,  the  intensity  and  frequency  of  air  pollution  attacks 
continue  to  increase.  In  nonmetropolitan  areas  air  pollution  is  still 
largely  connected  with  agriculture,  the  lumber  industry  and  other 
point-source  problems.  However,  there  has  been  increasing  evidence  of 
intrusion  of  photochemical  smog  into  these  areas.  It  has  been  found 
that  photochemical  smog  is  not  confined  to  the  area  in  which  it  origi- 
nates. The  chemical  compounds  which  are  responsible  for  its  formation 
move  about  with  the  moving  air  mass  that  flows  over  cities  and  spill 
out  into  rural  California. 

(12) 
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Plant  damage  attributable  to  photochemical  air  pollution  is  known  to 
be  an  accurate  barometer  of  an  area's  potential  smog  problem.  It  now 
occurs  in  25  counties  in  California  ranging  from  the  south  coastal 
basins  of  Los  Angeles  and  San  Diego  to  the  San  Francisco  Bay  area, 
the  San  Joaquin  and  lower  Sacramento  portions  of  the  Central  Valley, 
as  seen  on  the  accompanying  map.^  This  air  pollution  affects  a  total 
area  of  11,000  square  miles  in  the  State.  Forty-four  percent  of  this 
damage  occurs  in  Central  California,  40  percent  in  Southern  California, 
and  16  percent  in  tlie  San  Joaquin  Valley  south  of  the  delta. 

OCCURRENCE   OF    PHOTOCHEMICAL    INJURY   TO   VEGETATION,    1949-1957 


Air  pollution  affects  the  well-being  of  people  in  many  ways;  some  of 
these  are  measurable,  some  are  not.  But  all  the  indices  now  available 
show  that  the  problem  is  an  ever-enlarging  and  growing  one. 

»  Middleton,  John  T.  and  Haagen-Smit,  A.  J.,  "The  Occurrence,  Distrihution,  and  Sig- 
nificance of  Photochemical  Air  Pollution  in  the  U.S.  and  Canada,"  paper  pre- 
sented at  the  53rd  annual  meeting.  Air  Pollution  Control  Association,  Cincinnati, 
May  1960. 
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California  farmers  suffer  a  direct  loss  of  at  least  $8  million  a  year 
from  crops  rendered  unsalable  by  smog.  Of  greater  signficance  are  the 
incalculable  or  indirect  losses;  some  crops  can  no  longer  be  produced 
in  certain  parts  of  the  State ;  farming  with  polluted  air  costs  the  farmer 
more  money  since  yield  is  lower  and  quality  poorer;  because  crops  take 
longer  to  mature,  labor  costs  increase  and  more  water  and  fertilizer 
are  needed. 

Estimates  of  the  cost  to  communities  of  some  effects  of  air  pollution 
have  ranged  from  $10  to  $65  annually  for  each  person.^  This  estimate 
does  not  include  aesthetic  cost,  damage  to  general  fitness  of  the  environ- 
ment and  the  desirability  of  the  community  as  a  place  to  live. 

Close  to  one-half  or  45  percent  of  the  adult  population  of  the  State 
reported  that  they  were  bothered  by  air  pollution  in  1956.  Almost  two 
out  of  five  Californians  throughout  the  State  reported  in  a  1956  survey 
conducted  by  the  State  Department  of  Public  Health  that  they_  were 
bothered  by  air  pollution  in  their  home  communities.  While  the  highest 
proportion  of  persons  bothered  was  in  Los  Angeles  County — more  than 
three  out  of  five— in  the  rest  of  the  State  and  the  San  Francisco  Bay 
area  close  to  20  percent,  or  one  in  five  reported  being  bothered.^  Ac- 
cording to  this  same  survey,  some  Californians  have  moved,  chiefly 
away  from  Los  Angeles,  because  of  air  pollution,  while  others  have 
given  serious  thought  to  moving  or  changing  jobs  to  get  away  from 
polluted  areas.  The  number  of  persons  who  attribute  moves  from  Los 
Angeles  to  the  presence  of  air  pollution  is  testimony  to  the_  fact  that 
the  present  situation  has  lead  many  people  to  feel  that  living  in  air 
polluted  areas  is  unpleasant  enough  to  cause  them  to  leave.  The  magni- 
tude of  this  problem  cannot  be  calculated. 

Of  far  greater  importance  is  the  fact  that  air  pollution  is  a  menace 
to  the  public 's  health  and  well-being.  There  is  no  doubt  that  air  pollu- 
tion can  cause  widespread  illness  and  sometimes  death.  This  was  seen 
in  the  often  publicized  disasters  of  Donora,  Pennsylvania,  Meuse  Val- 
ley of  Belgium,  and  London.  The  Department  of  Public  Health  has 
said  with  regard  to  the  possible  health  hazards  of  air  pollution  that 
"they  include  the  possibility  of  acute  illness  or  death  from  severe 
episodes  with  unusual  weather  conditions,  the  possibility  of  chronic 
disease,  the  possibility  of  physiologic  impairment  of  function,  the 
possibility  of  symptoms  which  ordinarily  would  lead  to  medical  atten- 
tion and  the  instability  of  various  population  groups."  ^ 

We  know  that  air  pollution  damages  health,  but  we  do  not  know  to 
what  extent ;  we  know  that  it  harms  agriculture,  but  not  to  what  degree  ; 
we  know  that  it  limits  visibility  and  causes  eye  irritation,  but  these 
effects  cannot  be  easily  measured ;  we  know  that  it  depresses  real  estate 
values,  makes  living  less  enjoyable,  and  destroys  aesthetic  pleasures  of 
living  in  many  areas  of  the  State.  Although  these  effects  cannot  now 
be  accurately  measured  in  dollars  and  cents,  it  is  clear  that  they  are 
extremely  costly  and  this  committee  urges  continued  and  increased 
effort  to  control  all  sources  of  air  pollution. 

1  Gustafson,  R.  G.,   "V^hat  Are  the  Costs  to   Society?"  In  Proceedings    National  Con- 

ference on  Air  Pollution,  U.S.  Public  Health  Service,  Pub.  No.   654,  Washington, 
1959    x>    4 

2  California,' Department  of  Public  Health,  Air  Pollution  Effects  Reported  by  California 

Residents,  Berkeley,  1960,  p.  11  and  p.  15.  ^      ,-.        ^   a -^    o   -ro^in 

3  California,  Department  of  Public  Health,  Standards  tor  the  Quality  of  Air,  a  Tech- 

nical Report,  December  1959.  (Unpublished.) 


METHODS  OF  AIR  POLLUTION  CONTROL 

Varying  and  more  effective  governmental  tools  have  been  created  to 
cope  with  the  air  pollution  problem  with  the  growing  awareness  of  its 
nature  and  scope.  Under  common  law,  smoke  and  fumes  were  considered 
to  be  a  nuisance  when  evident  in  such  a  quantity  as  to  interfere  with 
the  comfortable  enjoyment  of  life  and  property.  This  method  of  control 
was  limited  by  the  need  to  deal  with  each  specific  problem  on  an  indi- 
vidual complaint  basis  and  by  the  difficulties  of  the  legal  procedures 
of  proving  a  public  nuisance. 

Municipal  ordinances  specifically  directed  toward  air  pollution  con- 
trol have  been  used  in  many  cities  of  the  country- — including  New  York 
City,  Pittsburgh,  Baltimore,  St.  Louis,  and  Cleveland.  Municipal  con- 
trol, however,  was  found  to  be  inadequate  in  many  areas  principally 
because  the  political  boundaries  and  the  boundaries  of  the  problem  do 
not  coincide. 

In  1947  a  county-wide  approach  designed  to  meet  this  objection  was 
authorized  in  California  when  the  Legislature  enacted  a  measure  en- 
abling its  counties  to  activate  county-wide  air  pollution  control  dis- 
tricts. And  in  1949,  an  amendment  was  adopted  to  permit  adjoining 
counties  to  activate  and  operate  control  districts  embracing  their  com- 
bined areas.  State  policy  was  formalized  in  part  in  the  legislation 
which  states : 

"The  Legislature  finds  and  declares  that  the  people  of  the  State 
of  California  have  a  primary  interest  in  atmospheric  purity  and 
freedom  of  the  air  from  any  air  contaminants  and  that  there  is 
pollution  of  the  atmosphere  in  many  portions  of  the  State  which  is 
detrimental  to  the  public  peace,  health,  safety,  and  welfare.  .  .  ."  ^ 

The  county-wide  approach  removed  some  of  the  deficiencies  of  a 
city-wide  approach — the  artificiality  of  city  political  boundaries.  Yet 
in  some  areas  in  California,  even  county  programs  were  inadequate. 
With  realization  that  air  pollution  is  no  respector  of  political  bound- 
aries grew  the  concept  of  the  basin-wide  or  wind-shed  approach  to  air 
pollution  control.  This  concept  has  been  utilized  in  two  areas  in  the 
State.  The  San  Francisco  Bay  Area  Air  Pollution  Control  District 
Act  of  1955  permitted  the  establishment  of  a  six-county  control  district. 
The  San  Joaquin  District  Act  of  1959  will  permit  the  creation  of  an 
eight-county  control  district  upon  vote  of  the  residents  of  the  district. 
A  proposal  to  activate  this  district  was  defeated  in  November,  1960. 

Legislative  recognition  of  the  regional  characteristics  of  the  air  pollu- 
tion problem  is  expressed  in  both  special  district  acts  which  state  that 
districts  including  the  affected  area  must  be  created  since : 

"The  problems  of  air  pollution  are  primarily  regional  and  de- 
pendent upon  factors  of  weather,  topography,  population,  trans- 
portation, methods  of  waste  disposal,  and  agricultural  and  indus- 
trial development.  These  factors  vary  greatly  from  area  ...  to 
area  .  .  ." ^ 


1  Health  and  Safety  Code,  Sec.  24198,  et  seq. 

2  Health  and  Safety  Code,  Sees.  24346.2  and  24375.03. 

(  15) 


16  ASSEMBLY    INTERIM    COMMITTEE    ON   PUBLIC    HEALTH 

The  State  of  California  has  made  considerable  progress  in  air  pollu- 
tion control  since  the  formation  of  the  first  district  in  Los  Angeles 
County  in  1947.  Seven  air  pollution  control  districts  are  now  in  opera- 
tion. Seventy-nine  percent  of  the  state  population  in  12  of  the  State's 
58  counties  live  in  these  districts.  (See  Table  1.) 

TABLE   1 
CALIFORNIA   AIR   POLLUTION   CONTROL    DISTRICTS 

January  1,  1960 
Air  pollution  Date  Percent  of 

control  district  formed  Population'^      state  population 

Bay  Area 1956       ^ 

Alameda 886,661 

Contra  Costa 402,961 

Marin   145,545 

San  Francisco    715,069 

San  Mateo 439,186 

Santa  Clara 639,615 

Total  Bay  Area 3,229,037  20.8 

Los  Angeles  County 1947  5,987,246  38.5 

Orange  County 1950  710.897  4.6 

Riverside  County 1955  302,462  1.9 

Sacramento  County 1959  498,908  3.2 

San  Bernardino  County - 1956  499,229  3.2 

San  Diego  County 1955  1,003,522  6.5 

Total— Active  Control  Districts 12,231,301  78.7 

Proposed  air  pollution  Date  Percent  of  ^ 

control  district"  formed         Population        state  population 

San  Joaquin    

Fresno    361,875 

Kings    49,384 

Madera 40,212 

Merced    91,412 

San  Joaquin 248,622 

Stanislaus    156,245 

Tulare 165,577 

Kern*    286,659 

Total 1,399,986  9.0 

1  state  Department  of  Finance  estimates.  .,  .     ,„,„     ,.,      ,,  ,  „,     ,      „p 

2  Creation  of  this  district  was  authorized  by  the  enactment  of  Senate  Bill  644  in  1959  which  added  Cliapter  26 

to  the  Health  and  Safety  Code.  A  proposal  to  activate  the  district  was  defeated  by  the  voters  in  the 

affected  counties  in  November  1960.  ^  -j    *■     cj      t  »     ?., 

*  Figure  for  total  population  of  ICern  County  used,  although  that  portion  of  the  county  outside  the  ban  Joaquin 
Valley  airshed  is  excluded  from  district. 

Measures  to  control  industrial  and  domestic  sources  which  have  been 
in  effect  for  over  10  years  in  Los  Angeles  County  are  now  being  insti- 
tuted in  other  metropolitan  areas  of  the  State.  The  progress  being  made 
by  smog  control  districts  in  controlling  these  stationary  sources  located 
within  their  own  boundaries  is  promising. 

Yet,  as  the  1959  report  of  this  committee  stated,  "gains  made  in  con- 
trolling pollution  from  industrial  and  domestic  sources  have  largely 
been  offset  by  increased  contamination  from  motor  vehicles. ' '  ^  Control 
of  motor  vehicle  created  air  pollution  could  not,  like  the  stationary 

1  California  Legislature,  Assembly  Interim  Committee,  on  Public  Health,  Subcomniittee 
on  Air  Pollution  and  Radiation  Protection,  "Air  Pollution— Its  Health  Effects 
and  Its  Control,"  Volume  9,  No.  17. 
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sources,  be  undertaken  by  the  local  districts.  Mr.  Harold  Kennedy  ex- 
plained the  need  for  state  control  over  this  source  when  he  stated: 

' '  Because  vehicles  are  by  definition  mobile,  local  control  is  likely 
to  be  difficult  and  ineffectual  .  .  .  State  governments  have  had 
considerable  experience  in  regulating  motor  vehicles.  State  statutes 
now  regulate  automotive  equipment,  registration,  taxation,  and 
licensing.  The  records  and  procedures  for  adopting  and  enforcing 
regulation  from  motor  vehicles  are  already  in  existence  in  state 
governments  ...  It  can  be  seen  readily  that  the  control  of  air  con- 
tamination from  motor  vehicles  falls  naturally  within  the  sphere 
of  state  responsibility  ...  the  State  should  and  must  step  in  to 
help  local  agencies  in  areas  where  they  cannot  help  themselves. 
Furthermore,  a  logical  distinction  can  be  made  between  stationary 
sources  of  air  pollution,  which  can  best  be  controlled  at  the  local 
level,  and  moving  sources,  such  as  pollutants  from  motor  vehicles 
which  can  best  be  controlled  at  the  level  of  the  State. ' '  ^ 

Increasing  knowledge  of  the  significance  of  the  motor  vehicle  in 
smog  creation  lead  to  increasing  pressures  for  the  enactment  of  con- 
trol legislation.  Three  different  measures  setting  up  procedures  for  an 
automobile  exhaust  control  program  were  introduced  at  the  1959  Ses- 
sion of  the  California  Legislature.-  However,  all  measures  were  de- 
feated in  committee,  and  it  was  apparent  that  further  study  of  the 
problem  and  means  of  solving  it  were  needed. 

1  Kennedy,  Harold  W.,  "Levels  of  Responsibility  for  the  Administration  of  Air  Pollu- 
tion Control  Programs,"  paper  presented  to  the  National  Conference  on  Air  Pol- 
lution, Washington,  D.C.,  Nov.  18-20,  1958. 

2S.B.  No.  1323,  Richards;  A.B.  No.  2662,  Rees ;  A.B.  No.  2872,  Rumford. 


STANDARDS  FOR  AMBIENT  AIR  AND  MOTOR 
VEHICLE  EXHAUST  EMISSIONS 

The  1959  Legislature  took  a  significant  step  when  it  enacted  meas- 
ures directing  the  State  Department  of  Public  Health  to  adopt  stand- 
ards for  air  quality  and  motor  vehicle  exhaust  emissions  before  Feb- 
ruary 1,  1960.  The  need  for  the  establishment  of  standards  has  long 
been  recognized  in  California.  While  local  governmental  agencies  have 
established  important  and  needed  measures  to  abate  pollution,  there 
have  been  no  guidelines  as  to  the  quality  of  air  a  control  program 
should  strive  to  obtain.  In  recognition  of  this  need,  the  Assembly  In- 
terim Committee  on  Public  Health  recommended  in  1959  that, 

"The  Department  of  Public  Health  be  directed  to  determine 

what  constituted  safe  or  acceptable  air,  and  that  they  establish 

standards  of  safe  air." 

These  standards  were  adopted  by  State  Board  of  Health  on  February 
1,  1960,  and  California  thus  became  the  first  state  to  establish  guide- 
lines or  standards  which  provide  a  sound  basis  for  efforts  to  control 
or  abate  sources  of  atmospheric  pollution. 

Amlieni;  air  standards  were  designed,  in  accordance  with  legislative 
directive,  to  reflect  the  relationship  between  air  pollution  and  health, 
including  irritation  to  the  senses,  damage  to  vegetation,  and  interfer- 
ence with  visibility. 

They  establish  the  following  levels  of  air  pollutants :  ^ 
I.  "Adverse"  Level.  The  first  effects  of  air  pollutants  are  those 
likely  to  lead  to  untoward  symptoms  or  discomfort.  Though  not 
known  to  be  associated  with  the  development  of  disease,  even  in 
sensitive  groups,  such  effects  are  capable  of  disturbing  the  popu- 
lation stability  of  residential  or  work  communities." 

The  "adverse"  level  is  one  at  which  eye  irritation  occurs.  Also 
in  this  category  are  levels  of  pollutants  that  lead  to  costly  and 
undesirable  effects  other  than  those  on  humans.  These  include 
damage  to  vegetation,  reduction  in  visibility,  or  property  damage 
of  sufficient  magnitude  to  constitute  a  significant  economic  or 
social  burden. 
II.  "Serious"  Level.  Levels  of  pollutants,  or  possible  combination 
of  pollutants,  likely  to  lead  to  insidious  or  chronic  disease  or  to 
significant  alteration  or  important  physiological  function  in  a 
sensitive  group,  define  the  "serious"  level.  Such  an  impairment 
of  function  implies  a  health  risk  for  persons  constituting  such 
a  sensitive  group,  but  not  necessarily  for  persons  in  good  health. 
III.  "Emergency"  Level.  Levels  of  pollutants,  or  combination  of 
pollutants,  and  meteorological  factors  likely  to  lead  to  acute  sick- 
ness or  death  for  a  sensitive  group  of  people,  define  the  "emer- 
gency ' '  level. 

Standards  for  ambient  air  quality  have  been  set  for  sulfur  dioxide 
at  all  three  levels,  for  carbon  monoxide  at  the  "serious"  level,  for  the 
photochemical    pollutants,    hydrocarbons,    nitrogen    dioxide,    oxidant, 

ozone,  and  photochemical  aerosols  at  the  "adverse"  level. 

3  state    Department   of    Public    Health,    "California    Standards    for   Ambient   Air    and 
Motor  Vehicle  Exhaust,"  Berkeley,  California,  1960,  p.  9. 

(18) 
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Motor  vehicle  exhaust  sta/ndards,  based  on  or  derived  from  the  am- 
bient air  standards,  were  determined  by  calculating  the  needed  reduc- 
tion in  the  average  concentration  of  certain  substances  in  motor  ve- 
Mcle  exhausts  to  achieve  the  desired  community  air  quality  as  defined 
by  the  ambient  air  standards.  Three  basic  factors  were  considered  in 
setting  the  standards:  the  ambient  air  standards,  the  existing  air 
quality  in  Los  Angeles  County  and  the  expected  total  exhaust  emis- 
sions from  motor  vehicles  in  1970.  These  factors  indicated  that  an  80 
percent  reduction  in  total  hydrocarbons  and  a  60  percent  reduction  in 
carbon  monoxide  are  required  in  order  to  materially  improve  Cali- 
fornia's air  quality.  The  numerical  standards  established  to  achieve 
this  goal  were  hydrocarbons,  275  parts  per  million  by  volume,  and  car- 
bon monoxide,  1.5  percent  by  volume,  for  a  simulated  driving  cycle. 
Revision  of  the  standards  for  both  ambient  air  and  motor  vehicle 
emissions  will  be  necessary  as  more  data  becomes  available.  An  example 
of  the  need  for  such  revision  was  provided  by  the  recent  finding  that 
an  organic  nitrogen  compound  previously  thought  to  act  only  as  a 
catalyst  in  smog  formation  in  fact  causes  eye  irritation  and  also  dam- 
ages"  plants.^  This  finding,  along  with  the  knowledge  that  nitrogen 
oxides  are  one  of  the  three  basic  elements  creating  photochemical  air 
pollution,  adds  emphasis  to  the  need  for  further  study  as  to  their  inclu- 
sion in  the  state  standards.  It  also  illustrates  the  need  for  an  ongoing 
research  program  which  will  permit  identification  of  specific  toxicants 
resulting  from  motor  vehicle  emissions  and  atmospheric  reactions. 

The  Department  of  Public  Health  plans  to  review  the  standards 
with  respect  to  possible  changes,  modifications  or  additions  at  regular 
intervals.  It  now  plans  to  consider  the  adoption  of  additional  ambient 
air  standards  in  December,  1961.  The  department  has  indicated  its 
hope  that  sufficient  data  will  be  available  to  recommend  additional 
standards  at  that  time  for:  lead,  at  the  "serious"  level;  ozone,  at  the 
"serious"  level;  fluoride,  at  the  "adverse"  level;  hydrogen  sulfide,  at 
the  "adverse"  level;  ethylene,  at  the  "adverse"  level;  and  carbon 
monoxide,  at  the  "emergency"  level.  The  department  has  further  said 
that  standards  for  such  other  compounds  as  aldehydes  and  oxides  of 
nitrogen  will  be  considered  as  time  and  resources  permit. 

The  standards  for  motor  vehicle  emissions  will  also  require  revision. 
Initially  these  standards  were  developed  for  contaminants  discharged 
from  the  motor  through  the  "tail  pipe."  They  did  not  cover  los  es 
such  as  fuel  tank  and  carburetor  evaporation  or  crankcase  vent  emis- 
sions. 

The  department  was  directed  by  legislation  introduced  by  this  sub- 
committee and  enacted  by  the  1960  Legislature  (Assembly  Bill  19)  to 
set  standards  on  all  pollutants  emitted  from  motor  vehicles  rather  than 
limiting  the  standards  to  exhaust  emissions.^  It  also  directed  the  depart- 
ment to  take  damage  to  vegetation  and  impairment  of  visibility  into 
consideration  in  setting  these  emission  standards.  It  is  important  for 
both  local  and  state  air  pollution  control  programs  that  the  necessary 
research  be  undertaken  to  permit  revision  of  and  addition  to  standards 
at  an  early  date. 

1  E.  R.  Stephens,  E.  F.  Darley,  O.  C.  Taylor,  and  W.  E.  Scott,  "Photochemical  Reac- 
tion Products  in  Air  Pollution,"  Paper  presented  during  the  25th  midyear  meet- 
ing of  the  American  Petroleum  Institute's  Division  of  Refining,  Detroit,  Mich., 
May  11,  1960. 

~  A  standard  for  crankcase  emissions  was  established  by  the  State  Board  of  Public 
Health  December,  1960. 


THE  MOTOR  VEHICLE  AS  A  MAJOR  SOURCE 
OF  AIR  POLLUTION 

It  has  been  established  beyond  a  doubt  that  motor  vehicle  emissions 
are  a  major  contributor  to  photochemical  smog  in  California.  This  con- 
clusion has  been  supported  by  a  growing  mass  of  scientific  evidence 
accumulated  by  research  agencies  throughout  the  nation.  A  variety  of  |  | 

studies,  including  studies  of  the  chemical  composition  of  motor  vehicle  •  ; 

exhaust,  photochemical  studies  which  have  reproduced  smog  effects  by 
the  artificial  irradiation  of  exhaust  products,  studies  correlating  traffic  -  , 

movement  and  smog  effects,  all  attest  to  this  conclusion. ^  In  addition,  y| 

this  finding  has  been  dramatically  supported  by  the  experiences  of  Los 
Angeles  County  where  effective  control  over  stationary  sources  of  air 
pollution  has  not  halted  expansion  of  the  air  pollution  problem. 

Over  8  million  motor  vehicles  are  registered  in  the  State  of  California 
today.  6,371,875  are  classified  as  automobiles  and  928,153  as  trucks  by 
the  Department  of  Motor  Vehicles.  Some  921,000  are  registered  as  com- 
mercial vehicles  and,  of  this  latter  category,  97  percent  are  gasoline 
powered  and  close  to  3  percent,  or  24,000  are  diesel  powered.    (See 

Tables  2  and  3.) 

THE  DIESEL  \ 

This  committee  gave  serious  consideration  to  the  problem  of  air  pol-  } 

lution  from  the  diesel-powered  vehicle  in  California.  _  j 

The  diesel  engine,  unlike  the  gasoline  engine,  operates  with  an  ex-  J 

cess  of  air  (between  20  and  100  parts  of  air  to  one  part  of  fuel  on  a 
weight  basis)  while  the  gasoline  engine  operates  with  an  excess  of  fuel 
(between  11  to  15  parts  of  air  per  part  of  fuel).  The  result  is  that 
very  little  fuel  is  exhausted  unburned  from  the  diesel  engine.  It  there- 
fore emits  only  limited  amounts  of  hydrocarbons,  amounts  so  small  that 
they  fall  below  the  Department  of  Public  Health  standards  defining 
maximum  allowable  hydrocarbon  emissions  from  motor  vehicles  ex- 
hausts. 

TABLE  2 

Numbers  of  Automobiles  end  Trucks  Registered  in  Colifornia-By  County 

December,  1959^ 

Percent  of 

County  Autos           Percent       Trucks      Percent  Total       state  total 

Alameda    361,627  5.7  41,700  4.5  403,327  5.5 

Alpine   169  -  -  52  ^-  221  ^^ 

Amador 3,9.50  0.1  1,307  0.1  5,2-57  0.1 

Butte    35,390  0.6  9,677  1.0  45,067  0.6 

Calaveras    4,370  0.1  1,515  0.2  5,885  0.1 

Colusa   5,786  0.1  2.671  0.3  8,4.57  0.1 

Contra  Costa 158,579  2.5  17,508  1.9  176,087  2.4 

Del  Norte 6,4.54  0.1  2,269  0.2  8.723  0.1 

El  Dorado 10,863  0.2  3,834  0.4  14,697  0.2 

Fresno 145,097  2.3  32,506  3.5  177,603  2.4 

Glenn 6,4.32  0.1  3,033  0.3  9,465  0.1 

Humboldt    39,711  0.6  12,.321  1.3  52,032  0.7 

1  SOURCE:  Compiled  from  California  Department  of  Motor  Vehicles  Data,  December  1059. 

1  Faith  W.  L.,  Renzetti,  N.  A.,  Rogers,  L.  H.  Automobile  Exhaust  and  Smog  Forma- 
tion, Air  Pollution  Foundation,  San  Marino,  California,  October  1957.  Report  No. 
21,  page  7,  et  seq. 
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County  Autos 

Imperial    23,696 

Inyo 5,058 

Kern    113.843 

Kings 18,363 

Lake    6,335 

Lassen 5,757 

Los  Angeles 2,643,765 

Madera    14,983 

Marin    57,026 

Mariposa 2,323 

Mendocino    18,666 

Merced    31,679 

Modoc    3,147 

Mono 875 

Monterey 67,609 

Napa    23,962 

Nevada    8,843 

Orange     268,516 

Placer    22,268 

Plumas    4,892 

Riverside 119,214 

Sacramento 195,138 

San  Benito    6,599 

San  Bernardino 193,443 

San  Diego   375.712 

San  Francisco     _—  261,082 

SanJoaqnin 95,788 

San   Lnis   Obispo.  32,005 

San  Mateo 181,111 

Santa  Barbara   ___  64,404 

Santa  Clara    248.180 

Santa  Cruz    37,240 

Shasta 23,549 

Sierra    953 

Siskiyou 13,460 

Solano   49,732 

Sonoma    61,018 

Stanislaus 65.942 

Sutter    12,831 

Tehama 9,967 

Trinity     3,740 

Tulare   62.930 

Tuolumne    6,367 

Ventura 70,784 

Yolo 25,321 

Yuba    12,060 

Out-of-state 23,271 

Totals    6,371,875 


Percent  of 

crcent 

Trucks 

Percent 

Total       i 

itate  total 

0.4 

8,118 

0.9 

31,814 

0.4 

0.1 

1,853 

0.2 

6,911 

0.1 

1.8 

25,307 

2.7 

139,150 

1.9 

0.3 

5,658 

0.6 

24,021 

0.3 

0.1 

2,105 

0.2 

8,440 

0.1 

0.1 

2,059 

0.2 

7,816 

0.1 

41.5 

286,241 

30.8 

2,930,006 

40.4 

0.2 

4.524 

0.5 

19,507 

0.3 

0.9 

6,096 

0.7 

63,122 

0.9 

0.1 

681 



3,004 



0.3 

6,710 

0.7 

25,376 

0.3 

0.5 

8,794 

0.9 

40,473 

0.6 

0.1 

1,663 

0.2 

4,810 

0.1 

343 



1,218 



1.1 

11,048 

1.2 

78,657 

1.0 

0.4 

4,376 

0.5 

28,338 

0.4 

0.1 

2,.556 

0.3 

11,399 

0.2 

4.2 

28,605 

3.1 

297,121 

4.1 

0.3 

5,626 

0.6 

27,894 

0.4 

0.1 

1,8.34 

0.2 

6,726 

0.1 

1.9 

20,744 

2.2 

139,958 

1.9 

3.1 

28.594 

3.1 

223,732 

3.1 

0.1 

2,379 

0.3 

8,978 

0.1 

3.0 

29.164 

8.1 

222,607 

3.0 

5.9 

45,928 

4.9 

421,640 

5.8 

4.1 

45,355 

4.9 

306,437 

4.2 

1.5 

22,531 

2.4 

118,319 

1.6 

0.5 

6,973 

0.8 

38,978 

0.5 

2.8 

19,826 

2.1 

200,937 

2.8 

1.0 

10,801 

1.2 

75,205 

1.0 

3.9 

32,375 

3.5 

280,555 

3.8 

0.6 

7,236 

0.8 

44,476 

0.6 

0.4 

7,898 

0.9 

31,447 

0.4 

351 

1,304 



0.2 

5,943 

0".6 

19,403 

0.3 

0.8 

6,857 

0.7 

56,589 

0.8 

1.0 

14,571 

1.6 

75,589 

1.0 

1.0 

15,350 

1.7 

81,292 

1.1 

0.2 

4,548 

0.5 

17,379 

0.2 

0.2 

3,483 

0.4 

13,450 

0.2 

0.1 

1,504 

0.2 

5,244 

0.1 

1.0 

17,165 

1.8 

80,095  . 

1.1 

0.1 

2,128 

0.2 

8,495 

0.1 

1.1 

12,413 

1.3 

83,197 

1.1 

0.4 

7.569 

0.8 

32,890 

0.5 

0.2 

3,510 

0.4 

15,570 

0.2 

0.4 

10,367 

3.1 

33,638 

0.5 

100.5         928,153         99.7         7,300,028         100.0 


TABLE  3 
Commercial  Vehicles  by  Motive  Power 

December  31,  1959 
Elec-       Pro- 
Butane     trie         pane  Diesel 

Regular  commercials 304  7  129  4,866 

B.E.  Commercials 272  -  30  18,805 


Gas 

829.008 

68,1.52 

897,150 
97.3 


Total 
834.314 

87,295 

921,573 
100 


Totals 576  7  159  23,671 

Percent *  *  «  2.6 

*  Less  than  1  percent. 

SOURCE:  Compiled   from   California  Vehicle   Registration   Figures    of   the   Department    of   Motor   Vehicles    for 
Period  January  l-December  31,  1950. 
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Similarly,  while  the  gasoline  engine  exhaust  contains  from  1  percent 
to  8  percent  of  carbon  monoxide  (in  excess  of  the  state  1.5  percent 
standard)  the  diesel  engine  exhaust  runs  about  0.1  percent  carbon 
monoxide,  again  less  than  the  maximum  set  by  the  Department  of 
Public  Health  standard  for  carbon  monoxide  emissions. 

The  diesel  is  believed  to  emit  oxides  of  nitrogen  which  do  contribute 
to  communitywide  air  pollution.  The  amount  and  significance  of  this 
pollutant  to  the  problem,  however,  is  not  yet  known.  Since  nitrogen 
oxides  are  an  important  ingredient  of  smog,  it  is  necessary  to  determine 
the  amount  contributed  by  the  diesel  so  that  the  State  may  set  control 
standards  if  warranted. 

Although  the  present  limited  information  suggests  that  the  diesel 
engine  does  not  adversely  affect  communitywide  air  quality,  it  does 
constitute  an  undesirable  local  nuisance.  Under  certain  conditions  of 
operation,  both  smoke  and  irritants  are  produced  which  have  a  pungent 
odor  and  eye  irritating  characteristic. 

The  specific  identity  of  the  irritants  from  the  diesel  has  not  been 
determined  but  they  are  believed  to  include  aldehydes.  Since  aldehydes 
are  a  part  of  the  organic  atmospheric  contaminants  and  since  these 
compounds  participate  in  the  total  communitywide  air  pollution  prob- 
lem it  is  necessary  to  determine  to  what  degree  they  participate  in  the 
photochemical  smog  reaction.  Because  research  has  been  extremely 
limited  in  this  area  this  committee  recommends  that  additional  study 
be  given  to  determine  the  identity  of  these  irritants,  to  determine  what, 
if  any,  their  effect  is  on  ambient  air  quality,  their  participation  in 
photochemical  smog,  and  to  determine  the  effects  of  specific  irritants  on 
the  public  health  and  well  being. 

The  presence  of  the  smoky  exhausts  in  most  cases  is  the  result  of 
overfueling  the  diesel  engine  or  improperly  maintaining  the  injectors 
and  is  within  control  of  the  diesel  operator.  Provision  for  the  control 
of  such  emissions  is  now  found  in  the  Vehicle  Code  as  follows : 

Section  27153.  No  motor  vehicle  shall  be  operated  in  a  manner 
resulting  in  the  escape  of  excessive  smoke,  flame,  gas,  oil,  or  fuel 
residue. 

A  stepped-up  program  of  enforcement  of  this  section  has  been  under- 
taken by  the  California  Highway  Patrol.  The  committee  commends  the 
patrol  for  undertaking  this  program  and  urges  that  it  continue  its 
efforts  to  maintain  strict  enforcement  of  this  provision. 

The  Los  Angeles  Air  Pollution  Control  District  also  is  operating  a 
control  program  and  district  officials  give  traffic  citations  to  both  the 
driver  and  the  truck  owner  when  a  truck  is  found  to  be  emitting  smoke 
exceeding  a  certain  standard  of  grayness  as  measured  by  the  U.S. 
Bureau  of  Mines  Ringleman  Chart. 

Since  the  black  smoke  and  fumes  from  the  diesel  are  a  recognized 
local  nuisance,  this  committee  urges  that  every  possible  effort  be  made 
to  effect  their  control.  It  may  well  be  that  greater  consideration  should 
be  given  to  such  localized  problems  as  this  one  created  by  the  diesel,  as 
distinguished  from  the  communitywide  air  pollution  problem  which  is 
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being  considered  now  by  the  Department  of  Public  Health  through  the 
establishment  and  continual  improvement  of  the  statewide  ambient  air 
quality  standards. 

Detailed  information  on  diesel  traffic  (commercial  vehicles)  is  not 
available.  While  close  to  24,000  diesel  commercial  vehicles  are  regis- 
tered in  California,  this  is  not  indicative  of  total  amount  of  diesel 
traffic  within  the  State.  One  report  has  estimated,  for  example,  with 
regard  to  total  commercial  interstate  travel,  that  "of  the  mileage  driven 
in  California,  44.6  percent  is  by  trucks  or  tractors  with  California 
Registration."!  Conversely,  55.4  percent  would  be  mileage  driven  by 
out-of-state  trucks.  Another  estimate  made  by  the  California  Trucking 
Association  is  that  20  percent  of  the  mileage  driven  by  California- 
registered  diesel  commercial  vehicles  is  within  California,  that  there  are 
approximately  40,000  diesels  registered  outside  the  State  and  that  some 
20  percent  of  their  mileage  is  within  California.  In  other  words,  vehicles 
registered  in  California  represent  about  one-third  of  the  total  diesel 
traffic  in  California. 

Since  the  diesel  may  play  a  significant  part  in  the  California  air  pol- 
lution, it  is  important  and  this  committee  recommends  that  the  Depart- 
ment of  Motor  Vehicles  develop  more  information  on  the  extent  and 
geographic  distribution  of  diesel  traffic  in  the  State. 

THE  GASOLINE  POWERED  MOTOR  VEHICLE 

The  motor  vehicle  with  its  internal  combustion  engine  constitutes  a 
major  source  of  photochemical  air  pollution.  When  gasoline  is  burned 
completely  in  this  engine,  the  combustion  products  are  essentially  car- 
bon dioxide  and  water  vapor.  The  motor  vehicle  on  the  road  today, 
however,  is  designed  to  operate  with  a  rich  fuel-air  ratio  to  provide 
the  motorist  with  a  smooth  and  easy-starting  as  well  as  a  powerful  and 
responsive  automobile.  The  effect  of  operating  the  motor  with  such  a 
ratio  is  that  quantities  of  the  fuel  are  discharged  unburned  through 
the  exhaust  system,  thus  creating  the  hydrocarbons  that  constitute  a 
significant  factor  in  the  creation  of  photochemical  smog. 

The  combustion  process  in  the  spark-ignited  internal  combustion 
engine  produces  a  number  of  exhaust  constituents  important  in  the 
creation  of  air  pollution.  They  are  made  up  of  a  gamut  of  organic  com- 
pounds including  hydrocarbons  in  varying  proportions,  together  with 
other  partially  oxidized  and  completely  unburned  fuel  components.  In 
addition,  auto  exhaust  contains  a  variety  of  nitrogen  oxides  including 
nitric  oxide,  which  oxidizes  in  air  to  form  nitrogen  dioxide.  These  com- 
ponents are  necessary  for  the  production  of  the  reactants  which  cause 
the  manifestations  of  photochemical  smog.  A  number  of  factors,  includ- 
ing the  condition  of  the  motor  vehicle  and  its  operating  condition  affect 
exhaust  composition  so  that  it  is  only  possible  to  estimate  the  amount  of 
the  various  constituents  within  certain  ranges.  These  are  indicated  in 
Table  4. 

1  California  Division  of  Higliways,  a  Special  Report  Pertaining  to  Interstate  Trucking 
in  California,  1954,  p.  ti. 
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TABLE  4 
COMPOSITION    OF   AUTOMOBILE    EXHAUST 

Percent  of  concentration 
(volume/volume) 

Constituent                                                                       Minimum  Maximum 

Aldehydes    0  0.03 

Carbon  dioxide 5  '          15 

Carbon  monoxide 0.2  12 

Hydrocarbons    0.01  2 

Hydrogen 0  4 

Lead  Compounds ^  ^ 

Nitrogen     78  85 

Oxides  of  nitrogen 0  0.4 

Oxygen 0  4 

Sulfur  dioxide A.      ^  ' 

Water  vapor 5  15 

^  Depends  on  lead  additives. 
2  Depends  on  sulfur  content  of  fuel. 

SOURCE:  John  R.  Goldsmith  and  Lewis  H.  Rogers,  "Health  Hazards  of  Automobile  Exhaust,"  "Public  Health 
Reports,"  Vol.  74,  No.  6,  June  1959,  page  552. 

The  Department  of  Public  Health  has  established  standards  for  hy- 
drocarbons and  carbon  monoxide  because  of  the  present  knowledge  of 
their  significance.  The  reduction  of  hydrocarbons  is  essential  for  con- 
trolling or  limiting  the  creation  of  photochemical  smog.  The  hydrocar- 
bons themselves  constitute  a  large  class  of  substances  of  varying  reac- 
tivity. This  group  includes  many  compounds  such  as  paraffins,  olefins, 
aromatics,  cyclo-paraffins  and  others.  It  is  generally  believed  that  the 
olefins  or  unsaturated  hydrocarbons  are  primarily  responsible  for  the 
smog  reaction,  although  the  participation  of  saturated  hydrocarbons 
and  other  organic  compounds  cannot  be  ignored. 

Carbon  monoxide,  although  it  does  not  contribute  to  the  photochemi- 
cal complex,  is  knov^n  to  be  toxic  when  exceeding  certain  levels.  The 
concentration  of  carbon  monoxide  resulting  from  the  operation  of  motor 
vehicles  has  reached  dangerous  levels  in  Los  Angeles  County  on  several 
occasions  and  need  for  its  control  is  evident. 

Standards  have  been  established  for  industrial  exposure  to  nitrogen 
dioxide  and  lead  in  addition  to  carbon  monoxide,  but  neither  ambient 
air  nor  motor  vehicle  exhaust  standards  for  these  contaminants  can  be 
established  by  the  Department  of  Public  Health  until  more  data  has 
been  gathered. 

SOURCES  OF  EMISSIONS  FROM  MOTOR  VEHICLES 

Three  different  categories  of  contaminant  emissions  are  important 
to  the  air  pollution  problem: 

1 .  Exhavsi  losses 

Contaminant  losses  derived  from  the  vehicle  exhaust  system  are  by 
all  odds  the  largest  and  most  important.  It  has  been  estimated  that  they 
constitute  about  three  quarters  of  the  total  motor  vehicle  emissions. 

2.  6/owby  losses 

Blowby  losses  result  from  the  venting  of  vapors  and  fumes  from  the 
crankcase  of  the  vehicle.  Preliminary  research  work  was  performed 
by  the  General  Motors  Corporation,  the  Los  Angeles  County  Air  Pollu- 
tion Control  District,  the  Air  Pollution  Foundation  and  the  U.S.  Public 
Health  Service  to  determine  the  importance  of  this  source  in  relation 
to  total  vehicular  hydrocarbon  loss.  The  amount  of  blowby  contami- 
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nants  is  still  open  to  question  but  best  estimates  at  present  are  tliat  it 
constitutes  from  10  to  25  percent  of  total  veliicle  hydrocarbon  loss. 

3.  Evaporation  Losses 

Evaporation  of  gasoline  from  gas  tanks  and  carburetor  vents  also 
represent  a  problem  which  is  deserving  of  control. 

Control  over  crankcase  blowby  emissions  can  be  achieved  through 
the  installation  of  a  simple  device  which  returns  the  blowby  emission 
back  into  the  engine  for  further  burning  or  back  into  the  exhaust 
system  for  discharge  through  the  normal  exhaust  system  of  the  motor 
vehicle. 

The  Automobile  Manufacturers  Association  announced  on  November 
30,  1959,  that  because  of  the  effectiveness  of  a  blowby  device  m  con- 
trollino-  these  particular  emissions,  the  device  will  be  offered  on  all  new 
cars  produced  in  the  United  States  for  sale  in  California  not  later  than 
the  time  of  introduction  of  the  1961  models. 

Solution  of  the  motor  vehicle  pollution  problem  depends  on  control  ot 
all  three  of  these  loss  categories.  Since  tailpipe  exhaust  constitutes  the 
major  problem,  principal  attention  must  be  given  to  its  control. 

SIGNIFICANCE  OF  THE  MOTOR  VEHICLE 

Varying  estimates  of  the  total  tonnage  of  hydrocarbons  emitted  by 
the  exhaust  of  automobiles  and  gasoline-powered  trucks  have  been 
made.  The  most  reliable  appears  to  be  that  used  by  the  Department  o± 
Public  Health  in  calculating  exhaust  emission  standards,  namely,  that 
exhaust  from  motor  vehicles  contains  hydrocarbons  equivalent  to  about 
5  percent  of  the  fuel  used.  This  calculation  results  m  approximately 
the  same  tonnage  estimates  that  have  been  made  for  Los  Angeles 
County  bv  the  Air  Pollution  Control  District. 

Motor  vehicle  emissions  are  of  course  the  greatest  m  the  most  popu- 
lous counties.  The  effects  of  these  emissions  may,  however,  be  signiti- 
cant  in  adjacent  counties  because  of  geography  and  wind  patterns  which 
allow  the  photochemical  reaction  to  occur  at  varying  distances  trorn 
the  initial  source.  The  relative  importance  of  the  motor  vehicle  varies  m 
accordance  with  the  extent  and  nature  of  other  pollutants  being  released 
into  the  atmosphere,  geographic  and  wind  patterns  and  on  the  effective- 
ness of  local  governmental  activities  directed  toward  the  control  ot 
stationary  emission  sources. 

In  Los  Angeles  Comity  the  motor  vehicle  is  the  single  most  important 
uncontrolled  pollution  source.  Of  the  2,150  tons  of  hydrocarbons  re- 
leased each  dav,  1,450  tons  or  67.5  percent  comes  from  Los  Angeles 
County's  3,000;000  motor  vehicles.  Similar  estimates  made  for  oxides  ot 
nitrogen  reveal  that  440  tons  or  61  percent  of  the  county  s  daily  emis- 
sions of  this  substance  are  traceable  to  gasoline-powered  vehicles,  while 
8,900  tons  of  carbon  monoxide  or  91  percent  of  the  total  emanate  from 
tins  source.  The  Los  Angeles  Air  Pollution  Control  District  has  esti- 
mated that  the  motor  vehicle  contributes  98  percent  of  the  olehns  or 
unsaturated  hydrocarbons  most  of  which  immediately  react  to  create 
photochemical'air  pollution.^  (See  Table  5.) 

1  These  figures  are  the  best  possible  commensurate  ^vith  the  accuracy  of  the  iiieasu^^^^^^^ 
veloped  and  as  the  pattern  of  community  life  changes. 
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The  relative  importance  of  the  motor  vehicle  is  due  to  the  stringency 
of  the  other  controls  that  have  been  enforced  by  the  Los  Angeles  dis- 
trict. According  to  Smith  GrisAVold,  Los  Angeles  District  Air  Pollu- 
tion Control  Officer,  "by  rigid  application  of  controls  to  industry,  and 
particularly  to  the  petroleum  refining  complex,  more  than  3,000  tons 
of  pollution  are  being  kept  out  of  the  atmosphere  every  day  .  .  .  Since 
1948,  local  industrial  establishments  have  spent  more  than  $88,000,000 
to  equip  their  plants  with  control  devices  .  .  .  Industrial  operations, 
from  the  smelting  of  metal  to  the  painting  of  manufactured  goods,  all 
have  been  brought  within  the  scope  of  the  air  pollution  program  and 
have  been  controlled  to  the  limit  of  engineering  ability.  We  know  that 
you  cannot  control  the  problem  of  photochemical  smog  .  .  .  until  the 
emissions  of  motor  vehicles  have  been  dealt  with  effectiveh^ 

The  Los  Angeles  District  has  provided  for  the  control  of  hydrocar- 
bons, particulate  matter,  visible  smoke,  sulfur  oxides,  nuisance-causing 
substances,  combustion  contaminants  and  dust  and  fumes  from  all  sta- 
tionary sources  located  within  the  county.  What  remains  to  be  con- 
trolled now  is  the  mobile  source,  the  motor  vehicle. 

In  the  San  Francisco  Baij  area,  the  importance  of  the  motor  vehicle 
as  a  contributor  to  smog  will  become  more  apparent  as  the  effects  of 
the  Bay  area's  other  air  pollution  control  measures  become  effective. 
A  major  milestone  in  the  control  of  air  pollution  in  the  Bay  area  was 
reached  on  May  4,  1960,  when  the  Bay  Area  Air  Pollution  Control  Dis- 
trict Board  of 'Directors  unanimously  adopted  their  second  regulation. 
Regulation  No.  2  is  a  detailed  measure  designed  to  reduce  air  pollution 
from  a  number  of  sources,  including  incineration,  salvage,  heat  trans- 
fer, and  general  combustion  operations.  The  restrictions  on  emissions 
to  the  atmosphere  become  effective  on  January  1,  1961. 

The  difficulty  of  defining  the  precise  role  of  motor  vehicle  exhaust 
in  the  Bav  area 's  air  pollution  control  problem  was  pointed  out  by  the 
District  Control  Officer,  Benjamin  Linsky,  when  he  said,  "there  are 
many  ways  of  computing  the  various  components  of  motor  vehicle  ex- 
hausts and  their  various  contributions  to  areawide  air  pollution  prob- 
lems. It  is  possible  to  arrive  at  different  figures  ranging  from  a  low 
of  30  percent  to  a  high  of  80  percent  of  the  area's  air  pollution  being 
ascribed  to  motor  vehicle  exhaust  gases,  dusts,  droplets.  Similarly,  the 
improvements  expected  from  the  control  of  hydrocarbons  and  carbon 
monoxide  can  be  computed  in  many  different  ways."  He  added  that 
"motor  vehicle  exhaust  constitutes  a  large  tooth  in  the  buzz  saw  that 
bites  us  on  both  a  localized  and  an  areawide  basis.  With  the  total 
growth  of  activities  of  all  kinds  in  the  Bay  area,  it  is  evident  that  the 
tightest  possible  controls  on  stationary  and  auomotive  sources  are  and 
will  continue  to  be  required  in  the  foreseeable  future. "  ^     _ 

In  other  areas  of  the  State  a  precise  estimate  of  the  magnitude  of  the 
air  pollution  problem  attributable  to  the  motor  vehicle  cannot  be  made. 
To  do  that  there  must  be  more  precise  and  extensive  air  monitoring 
than  is  the  case  now,  as  well  as  information  as  to  the  nature  and  extent 
of  other  air  pollution  sources.  Hopefully,  the  State  and  the_  counties 
will  undertake  the  development  of  this  much  needed  monitoring. 

There  is  no  question,  hoAvever,  that  the  motor  vehicle  is  a  smog 
creator.  It  is  a  principal  contributor  of  the  pollutants  causing  photo- 

1  Benjamin  Linsky,  Control  Officer,  Bay  Area  Air  Pollution  Control  District,  letter  to 
committee,  October  1960. 
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chemical  smog  and  the  effects  of  this  type  smog,  as  shown  previously, 
are  being  detected  in  wider  areas  of  the  State  each  year.  As  the  car 
population  increases  the  amount  of  pollution  will  increase  unless  and 
until  stringent  control  measures  are  instituted.  The  estimated  increase 
of  our  ear  population  from  today's  8  million  to  18  million  in  only  20 
years  emphasizes  the  need  for  rapid  establishment  of  a  control  program.^ 

METHODS  OF  CONTROLLING  MOTOR  VEHICLE 
EXHAUST  EMISSIONS 

A  variety  of  means  of  controlling  motor  vehicle  exhaust  emissions 
have  been  studied  and  discussed  during  the  last  several  years.  Although 
several  proposed  methods  of  control  have  been  found  ineffective,  it  is 
known  now  that  the  development  and  production  of  adequate  and  ef- 
fective devices  is  well  within  the  technical  competence  of  the  manu- 
facturing industry.  Various  means  of  control  are  mentioned  below : 

1.  Maintenance 

Proper  maintenance  of  the  motor  vehicle  can  undoubtedly  accomplish 
some  reduction  in  hydrocarbon  emissions.  However,  even  if  there  were 
ways  of  insuring  that  the  motorist  would  keep  his  automobile  properly 
in  tune  and  maintained  at  all  times,  the  total  reduction  of  emissions  by 
this  means  would  be  entirely  inadequate  for  solving  the  problem. 

2,  Fuel  Composition 

The  relation  of  gasoline  composition  to  the  smog-forming  potential 
of  motor  vehicle  exhaust  is  the  subject  of  much  controversy.  Some  au- 
thorities have  felt  that  reduction  of  the  olefinic  content  of  gasoline, 
since  olefins  are  extremely  reactive  hydrocarbons,  would  reduce  the 
smog  creating  potential  of  the  fuel.  It  was  for  this  reason  that  the 
Los  Angeles  Air  Pollution  Control  Board  enacted  Rule  63  in  June  1959 
to  limit  the  olefin  content  of  gasoline  sold  in  Los  Angeles. 

Some  gasoline  passes  through  the  engine  without  being  burned  or 
changed  in  any  way.  Other  fuel  is  emitted  into  the  atmosphere  through 
gas  tank  or  carburetor  evaporation.  Still  more  losses  occur  at  filling 
stations  and  gasoline  distribution  centers.  A  change  in  the  fuel  com- 
position will,  of  course,  change  the  nature  of  these  emissions. 

However,  it  is  known  now  that  the  normal  combustion  of  the  gaso- 
line engine  creates  large  quantities  of  olefins,  even  from  nonolefinic 
fuels.  The  effect  of  fuel  composition  must  be  viewed,  therefore,  as  affect- 
ing only  the  small  percentage  of  unburned  fuels  in  the  presence  of  a 
much  larger  quantity  of  olefins  manufactured  in  the  engine  itself  as  a 
result  of  combustion. 

Present  evidence  indicates  that  controlled  fuel  composition  itself 
is  not  the  answer  to  the  smog  control  problem.  The  advisory  committee 
to  this  subcommittee  stated  in  this  regard : 

"There  is  no  indication  from  past  or  current  work  that  the  con- 
tribution to  smog  by  motor  vehicle  exhaust  can  be  limited  or  even 
reduced  to  an  acceptable  point  by  a  change  in  gasoline  composi- 
tion. ' ' 

3.  Control  Devices 

Numerous  devices  have  been  proposed  to  effect  a  reduction  in  the 
hydrocarbons  present  in  tailpipe  exhaust  emissions.  Early  attempts 

1  Estimate  of  the  Department  of  Motor  Vehicles,  June  1959. 
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to  effect  control  were  through  the  development  of  induction  devices  to 
shut  off  fuel  supply  during  the  deceleration  cycle  of  engine  operation. 
These  devices,  discussed  in  the  1959  report  of  this  committee,  have  not 
been  found  capable  of  giving  a  worthwhile  reduction  in  emissions. 

Three  different  types  of  devices  are  currently  being  developed.  In- 
formation on  the  status  of  each  of  these  types,  prepared  for  this  com- 
mittee by  its  advisory  committee,  follows : 

1.  Low-temperature  Converter.  The  typical  low-temperature 
converter  effects  a  60  percent  to  80  percent  reduction  in  hydrocar- 
bons when  operating  at  full  efficiency.  It  does  not  reduce  carbon 
monoxide.  It  is  also  subject  to  producing  an  objectionable  odor. 

2.  High-temperature  Converter.  The  high-temperature  con- 
verter effects  up  to  a  90  percent  reduction  in  hydrocarbons  when 
operating  at  full  efficiency.  It  also  accomplishes  a  satisfactory  re- 
duction in  carbon  monoxide.  It  also  produces  some  odor. 

3.  Direct-flame  Afterhnrner.  Two  modifications  of  this  device 
suitable  for  installation  on  passenger  cars  have  been  developed. 
One  replaces  the  conventional  muffler,  and  the  other  is  cast  or 
fitted  into  the  exhaust  manifold.  Some  test  work  has  been  done 
on  these  devices  and  they  both  accomplish  better  than  a  90  per- 
cent reduction  in  hydrocarbon  emissions.  They  also  effect  a  satis- 
factory reduction  in  carbon  monoxide. 

There  has  also  been  some  commercial  application  of  flame  after- 
burners designed  for  gasoline-powered  trucks  and  buses  of  500 
to  750  cubic  inch  displacement.  This  device  was  quite  effective  on 
the  deceleration  cycle,  less  so  on  the  other  cycles.  We  understand 
that  the  device  is  not  currently  being  used. 

The  following  general  comments  regarding  the  above  three  devices 
are  pertinent.  Both  the  low-  and  high-temperature  converters  require 
some  warmup  time.  Since  they  are  not  effective  during  this  period, 
this  must  be  taken  into  consideration  in  arriving  at  their  overall  effi- 
ciency. The  state  standard  requires  an  80  percent  reduction  in  average 
hydrocarbon  emissions.  For  example,  if  an  automobile  is  driven  for 
20  minutes  and  a  warmup  period  of  four  minutes  is  required,  then 
the  efficiency  of  the  device  must  be  100  percent  to  accomplish  _  an 
overall  80  percent  reduction  during  the  complete  driving  period. 
Warmup  time  can  be  reduced  by  some  means,  one  of  which  is  the  use 
of  a  small  amount  of  catalyst.  However,  since  catalyst  life  is  a  problem, 
a  certain  minimum  amount  of  catalyst  is  required  to  last  a  reasonable 
length  of  time.  Those  conversant  with  the  problem  recognize  the  inspec- 
tion and  control  problems  attendant  to  a  device  that  will  not  last  a 
reasonable  length  of  time.  It  has  been  suggested  that  this  should  be 
one  year,  and  this  to  be  tied  in  with  the  yearly  issuance  of  license 
plates. 

The  testing  of  tliese  catalytic-type  converters  is  time  consuming  since 
one  of  the  most  important  points  is  catalyst  life.  There  are  apparently 
a  number  of  converters  on  which  much  test  work  has  been  done.  Dr. 
W.  L.  Faith  has  stated  that  there  are  as  many  as  40  such  devices  under 
test. 

The  direct-fiame  afterburner  presents  much  less  of  a  problem  as  far 
as  testing  is  concerned.  Only  its  efficiency  need  be  measured  for,  if 
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properly  coustructed,  it  should  last  the  life  of  the  vehicle.  The  modifi- 
cation that  is  an  integral  part  of  the  exhaust  manifold  has  the  added 
advantage  of  requiring  no  modification  of  the  present  muffler  system 
thus  possibly  making  its  installation  on  present  cars  more  feasible. 

Although,  as  previously  stated,  acceptance  tests  for  the  direct-flame 
afterburner  present  less  of  a  problem  than  for  the  catalytic  type, 
neither  should  be  accepted  by  the  State  as  satisfactory  for  required 
installation  by  the  public  without  thorough  road  testing  on  a  substan- 
tial number  of  vehicles.  Only  in  this  way  can  the  public  be  assured 
of  satisfactory  performance  at  a  reasonable  cost. 

The  Advisory  Committee  felt  that,  with  the  above  reservations,  of  the 
devices  or  methods  available  at  this  time,  sal^isfactory  control  of  vehicle 
exhaust  emissions  can  only  be  acomplished  by  the  direct-flame  after- 
burner or  the  catalytic-type  muffler. 

Although  the  state  standards  for  exhaust  do  not  include  oxides  of 
nitrogen,  it  should  be  borne  in  mind  that  these  may  eventually  have 
to  be  controlled.  If  so,  present  work  indicates  that  this  can  be  done 
with  the  proper  type  catalyst.  There  is  also  some  promise  that  a  cata- 
lytic converter  may  be  developed  that  will  reduce  hydrocarbons,  car- 
bon monoxide,  and  oxides  of  nitrogen  to  an  acceptable  level. 

The  Automobile  Manufacturers  Association  has  reported  that 
"...  there  are  now  three  technically  feasible  methods  of  exhaust  gas 
treatment  capable  of  reducing  hydrocarbon  emissions  by  various 
amounts  up  to  more  than  90  percent  of  the  total  under  varying  test 
conditions,  and  that  some  means  are  available  also  for  control  of 
emissions  of  nitrogen  oxides  and  carbon  monoxide." 

"There  are,"  the  Automobile  Manufacturers  Association  went  on  to 
say,  "complications  which  will  require  additional  study,  testing,  and 
development  before  any  of  the  methods  can  be  made  practicable  and 
dependable  enough  for  commercial  application.  Among  problems  yet 
to  be  solved  in  various  units  are  warmup  time,  excessive  heat,  back 
pressure,  odor,  noise,  size,  introduction  of  secondary  air  and  catalyst 
attrition. ' '  ^ 

4.  Modified  Engine  Design 

The  ultimate  solution  to  the  problem  plaguing  California  is,  of  course, 
the  development  of  an  engine  which  will  not  emit  pollutants,  one  which 
will  burn  fuel  completely  and  in  so  doing  make  more  efficient  use  of 
the  fuel  and  effect  a  neecled  economy  for  the  motorist. 

Ford  Motor  Company  and  others  are  now  "working  on  projects  to 
combine  the  port-throttle  economy  of  the  diesel  with  the  smoothness 
and  easy  starting  ability  of  the  spark  ignition  engine. ' '  ^  This  approach 
is  one  which  certainly  needs  to  be  pursued.  Victor  G.  Raviolo,  Execu- 
tive Director  of  Ford  Motor  Company's  Engineering  Staff,  stated  in  an 
address  before  the  Pittsburg  Section  of  Society  of  Automotive  Engi- 
neers in  April,  1960,  that  he  believes  an  engine  of  this  type  might  be 
ready  for  production  by  1965.  Because  of  the  urgency  of  solving  the 
present  air  pollution  problem,  however,  it  is  not  feasible  to  delay  a 
control  program  until  such  time  as  engine  design  has  progressed  to 
the  stage  where  it  alone  can  control  these  emissions. 

1  Automobile  Manufacturers  Association,  Motor  Vehicle  Industry  Efforts  to  Reduce 
Air  Pollution  From  Exhaust,  Papers  delivered  at  Annual  Meeting,  Society  of  Au- 
tomotive Engineers,  Detroit,  Michigan,  January  16,  19  59. 

8  Gulf  Oil  Corporation,  The  Orange  Disc,  "A  Look  Under  the  Hood,  1970,"  May-June 
1960,  p.  28. 


THE  STATE  PROGRAM  FOR  CONTROLLING  MOTOR 
VEHICLE  CREATED  AIR  POLLUTION 

California  became  the  first  state  to  establish  a  program  to  control 
motor  vehicle  pollutant  emissions  wlien  A.B.  17  was  passed  by  the  1960 
Legislature.^  The  legislation  provides  for  a  13-member  Motor  Vehicle 
Pollution  Control  Board,  a  system  of  adopting  criteria  for  and  approv- 
ing control  devices,  and  a  program  for  the  installation  of  devices  on 
California  motor  vehicles.  The  measure  directs  the  board  to  consider 
all  motor  vehicle  emissions,  not  solely  those  from  the  exhaust  system. 

The  measure  sets  forth  the  state  policy  and  board  responsibility 
when  it  states  "that  the  emission  of  pollutants  from  motor  vehicles 
is  a  major  contributor  to  air  pollution  in  many  portions  of  the  State; 
that  the  control  and  elimination  of  such  pollutants  is  of  prime  im- 
portance for  the  protection  and  preservation  of  the  public  health  and 
well-being,  and  for  the  prevention  of  irritation  to  the  senses,  inter- 
ference with  visibility,  and  damage  to  vegetation  and  property;  that, 
as  the  Department  of  Public  Health  has  established  standards  for  air 
quality  and  for  emissions  of  contaminants  from  motor  vehicles  .  .  ., 
the  state  has  a  responsibility  to  establish  uniform  procedures  for  com- 
pliance with  these  standards." 

Important  provisions  of  the  legislation  are  summarized  below : 

1.  Membership  of  the  Board.  The  board  is  to  be  appointed  by  the 
Governor  and  is  directly  responsible  to  him.  Nine  of  the  members 
will  be  selected  to  represent  the  interests  of  various  affected 
groups  throughout  the  state  including  agriculture,  labor,  organi- 
zations of  motor  vehicle  users,  the  motor  vehicle  industry,  science, 
air  pollution  control  officers,  and  the  general  public.  The  other 
four  members  will  be  the  directors  or  their  representatives  of  the 
Departments  of  Public  Health,  Agriculture,  and  Motor  Vehicles 
and  the  California  Highway  Patrol. 

2.  Powers  and  duties  of  the  board — 

a.  Adopt,  in  accordance  with  the  provisions  of  the  Administra- 
tive Procedure  Act,  rules  and  regulations  necessary  to  carry 
out  the  provisions  of  the  program. 

b.  Employ  needed  personnel. 

c.  Determine  the  criteria  for  approval  of  motor  vehicle  exhaust 
control  devices,  taking  into  consideration  such  factors  as  cost 
of  the  device  and  its  installation,  its  durability,  ease  and  facil- 
ity of  determining  whether  the  device  when  installed  is 
properly  functioning,  and  other  factors  which  may  render  the 
device  suitable  or  unsuitable  for  the  control  of  motor  vehicle 
air  pollution  or  for  the  health,  safety,  and  welfare  of  the 
public. 

1  See  Appendix  I. 
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d.  Issue  certificates  of  approval  for  devices  which  meet  the  motor 
vehicle  exhaust  standards  of  the  Board  of  Health  and  those 
other  criteria  adopted  by  the  board. 

e.  Designate  classifications  of  motor  vehicles  exempt  from  com- 
pliance. 

f.  Report  to  the  Governor  and  Legislature  at  each  regular  ses- 
sion the  board 's  recommendations  for  legislation  and  other 
action  necessary  to  implement  and  enforce  the  program. 

3.  Applicability.  The  Motor  Vehicle  Pollution  Control  Program  will 
be  operative  throughout  the  entire  state  with  regard  to  new  motor 
vehicles  once  the  board  has  certified  devices  as  acceptable  for  the 
control  of  motor  vehicle  created  pollution.  The  applicability  of  the 
law  with  regard  to  used  vehicles  will  be  dependent  upon  the 
local  county  or  district  determination  of  the  significance  of  its 
own  air  pollution  problem.  Provision  is  made  for  a  county  or  dis- 
trict to  exempt  itself.  The  legislation  states  that  a  county  board 
of  supervisors  or  the  governing  board  of  an  air  pollution  control 
district  may  hold  a  public  hearing  to  determine,  based  on  the 
Department  of  Public  Health  air  quality  standards,  the  existence 
and  extent  of  its  air  pollution  problem  and  the  part  played  in 
that  problem  by  the  motor  vehicle.  It  further  states  that  the 
governing  board  may,  ".  .  .  on  the  basis  of  its  finding  as  to  air 
quality  .  .  .  determine  and  adopt  a  resolution  declaring  that  the 
provisions  .  .  .  (relating  to  used  vehicles)  ...  are  unnecessary  for 
the  preservation  of  air  quality  ..."  and  that  therefore  the  motor 
vehicle  control  program  is  not  necessary  within  that  county  or 
district. 

The  counties  which  exempt  themselves  from  the  program  are  re- 
quired to  hold  a  public  hearing  to  re-assess  their  air  pollution 
problem  every  two  years  in  order  to  determine  whether  or  not  to 
come  under  the  control  program. 

4.  Compliance.  ^  Certified  control  devices  must  be  installed  on  all 
new  vehicles  in  the  State  one  year  after  the  certification  date. 
Their  installation  is  required  on  other  motor  vehicles  in  those 
counties  and  districts  operating  under  the  program  in  accordance 
with  the  following  schedule  : 

a.  Used  motor  vehicles  upon  transfer  of  ownership — one  year 
after  the  certification  date. 

b.  Used  commercial  vehicles — by  the  second  December  31  follow- 
ing the  certification  date. 

c.  All  other  vehicles — by  the  third  December  31  following  the 
certification  date. 

5.  Testing  of  Devices  by  the  Motor  Vehicle  Pollution  Control  Board. 
The  board  is  authorized  to  contract  with  qualified  laboratories, 
public  or  private,  within  or  outside  the  State,  for  the  testing  of 
devices  to  determine  whether  or  not  they  meet  the  motor  vehicle 
emission  standards.  All  testing  of  devices  by  the  board  for  pur- 
poses of  certification  must  be  performed  pursuant  to  such  con- 
tracts. 


>  The   legislation   establishes   the   certification   date   as   the   date  when   the   board  has 
issued  certificates  of  approval  for  two  or  more  devices. 
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6.  Method  of  Enforcement. 

a.  Eegistration  of  motor  vehicles  on  which  devices  are  required 
will  be  denied  by  the  Department  of  Motor  Vehicles  until  a 
device  has  been  installed. 

b.  No  person  will  be  permitted  to  drive  a  motor  vehicle  registered 
in  violation  of  the  act  or  which  is  not  equipped  with  a  device 
as  required  by  the  act. 

c.  Fraudulent  registration  of  a  motor  vehicle  is  a  misdemeanor. 

d.  No  person  may  represent  a  device  as  certified  if  in  fact  it  is 
not. 

7.  Financing  the  Program.     $500,000  Avas  appropriated  for  support 
of  the  board  program. 

The  need  for  a  program  to  control  this  particular  source  of  air 
pollution  has  been  clearly  established.  The  method  of  achieving  this 
control  as  outlined  in  the  legislation  was  determined  only  after  inten- 
sive study  of  the  problem  by  this  committee  and  its  advisory  committee 
working  closely  with  other  "agencies  and  organizations  which  had  long 
studied  alternative  methods  of  control.  It  was  only  with  the  assistance 
of  these  groups,  including  the  Los  Angeles  County  Air  Pollution  Con- 
trol District,  the  Bay  Area  Air  Pollution  Control  District,  and  the 
County  Supervisors  Association  that  passage  of  this  legislation  was 
possible. 

licgislation  establishing  a  control  program  such  as  this  has  never 
before  been  enacted.  The  legislation  and  its  implementation  will  be 
watched  with  a  great  deal  of  interest  not  only  in  this  State,  but  through- 
out the  country.  The  program  will  have  a  profound  effect  on  the  indi- 
vidual motorists  in  California  and  on  the  automobile  and  accessory 
manufacturers.  The  benefits  of  the  program  will  be  evidenced  by  a  total 
community-wide  reduction  in  air  pollution  rather  than  by  the  indi- 
vidual car  owners  who  will  have  to  install  the  devices. 

This  cannot  be  viewed  as  the  final  legislation  on  motor  vehicle  emis- 
sion control.  As  the  Motor  Vehicle  Pollution  Control  Board  proceeds 
with  its  task  of  implementing  the  legislation  it  may  be  found  that 
changes  in  the  law  will  be  needed.  The  Legislature  has  a  continuing 
responsibility  to  review  the  program  as  it  develops  to  insure  that  it  is 
carried  out  in  accordance  with  the  legislative  intent,  namely:  (1)  that 
the  board  establish  a  program  to  insure  the  control  of  pollutants  at  the 
earliest  possible  date;  and  (2)  that  the  board  in  so  doing  recognize  its 
responsibility  by  considering  the  economic  impact  of  the  program  on 
the  motoring  public  and  by  considering  any  and  all  other  factors  which 
may  affect  the  health,  safety  and  welfare  of  the  public. 

It  will  also  be  necessary  to  re-evaluate  the  adequacy  of  the  provisions 
made  for  laboratory  facilities  and  enforcement.  The  legislation  directs 
the  Motor  Vehicle  Pollution  Control  Board  to  contract  with  private  or 
public  laboratories  to  test  control  devices.  It  is  recommended  that  re- 
view be  given  to  determine  whether  or  not  the  contract  laboratory 
facilities  available  for  testing  are  adequate  to  insure  the  needed  pro- 
tection to  the  public  or  whether  the  State  should,  as  this  committee  and 
its  advisory  committee  initially  recommended,  establish  its  own  lab- 
oratory facilities. 
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Serious  consideration  was  given  to  the  need  for  an  inspection  system 
to  insure  that  devices  as  required  were  installed  on  motor  vehicles  and 
that  they  were  properly  operating.  The  committee  and  its  advisory 
committee  felt  that  enforcement  of  the  program  could  be  achieved 
without  an  inspection  system  which  would  impose  a  heavy  financial 
burden  on  the  State.  While  it  was  recognized  that  additional  legislation 
may  be  required  to  work  out  the  many  details  involved  with  tying 
enforcement  with  the  state  motor  vehicle  registration  program,  the 
committee  recognized  that  such  details  could  not  be  determined  until 
more  was  known  about  the  types  of  devices  which  will  be  developed 
and  accepted  for  installation  on  motor  vehicles.  The  Motor  Vehicle 
Pollution  Control  Board  was  directed  to  rep^ort  back  to  the  Legislature 
on  the  need  for  implementing  legislation  in  large  part  for  solving  this 
problem.  The  board  was  also  directed  to  take  into  consideration  in 
approving  devices  the  factor  of  the  ease  and  facility  of  determining 
whether  devices  once  installed  were  functioning  properly.  It  is  this 
committee's  firm  conviction  that  the  motoring  public  should  not  be 
required  to  support  a  costly  inspection  program  and  further  that  the 
people  in  this  State,  recognizing  the  vital  importance  of  air  pollution 
control,  will  comply  with  the  requirements  to  curtail  the  emission  of 
pollutants  from  their  own  vehicles. 

The  success  of  the  motor  vehicle  control  program  is  dependent  on 
the  co-operation  and  assistance  of  other  state  departments,  particularly 
the  Departments  of  Public  Health  and  Motor  A^ehicles.  The  Department 
of  Public  Health  is  responsible  for  setting  accurate  and  reliable  stand- 
ards for  exhaust  control  on  which  the  board  must  base  its  program. 
It  is  also  responsible  for  providing  necessary  monitoring  assistance  to 
local  control  agencies  and  counties  to  permit  a  continuing  assessment 
of  the  quality  of  California  air  and  to  provide  a  basis  for  an  evaluation 
of  the  motor  vehicle  air  pollution  control  program.  The  present  depart- 
mental program  in  both  these  areas  needs  to  be  expanded  to  provide 
essentially  needed  support  for  the  program  and  this  committee  recom- 
mends that  the  Legislature  approve  the  necessary  budget  augmentation 
during  the  1961  Regular  Session. 

The  Department  of  Motor  Vehicles  is  responsible  for  registration  of 
all  motor  vehicles  within  the  State.  The  legislation  stipulates  that  en- 
forcement of  the  motor  vehicle  pollution  control  program  is  principally 
to  be  achieved  through  the  department's  registration  program.  Pro- 
cedures for  establishing  an  effective  system  to  insure  that  only  those 
vehicles  which  meet  the  requirements  are  permitted  to  register  will 
have  to  be  developed  by  the  department  and  the  board.  The  board  will 
also  need  the  assistance  of  the  department  in  the  development  of  more 
refined  and  detailed  data  on  the  characteristics  of  the  motor  vehicle 
population,  including  information  on  geographic  distribution  of  vehi- 
cles by  type  and  age,  and  on  driving  patterns;  this  information  will 
be  necessary  for  commercial  and  diesel-powered  vehicles  as  well  as  for 
the  privately-owned  gasoline-powered  automobiles. 

Widespread  participation  of  the  local  counties  and  air  pollution 
control  districts  with  regard  to  used  vehicles  is  of  importance  in  insur- 
ing the  success  of  the  state  program.  The  legislation  which  provides 
that  the  program  shall  be  statewide  with  regard  to  new  motor  vehicles 
also  provides  that  local  governments  can  decide  that  they  wish  to 
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withdraw  from  the  program  with  regard  to  used  vehicles  if  the  air 
quality  in  the  area  does  not  fall  below  the  air  quality  as  stipulated  by 
the  Department  of  Public  Health  ambient  air  standards.  The  counties 
and  districts  are  given  wide  discretion  in  determining  what  course  they 
wish  to  take.  This  committee  wishes  to  emphasize  that  it  feels  the  coun- 
ties should  consider  in  making  their  determinations  that:  (1)  photo- 
chemical air  pollution  is  being  evidenced  in  ever-Avidening  areas  of  Cali- 
fornia each  vear  and  that  this  is  a  forerunner  of  an  even  more  serious 
problem  in  these  areas,  and  that  (2)  not  only  is  the  source  of  pollution, 
the  motor  vehicle,  a  mobile  source,  but  the  effects  of  the  pollution 
itself  move  in  accordance  with  geography  and  wind  movements  across 
county  boundaries,  so  that  the  action  taken  by  one  county  is  very  likely 
to  affect  the  air  pollution  problem  of  adjacent  counties. 

The  success  of  the  program  will  also  be  dependent  on  the  co-operation 
of  industry  which  must  develop,  manufacture  and  distribute  devices  at 
an  early  date.  It  is  further  dependent  on  the  co-operation  of  the  public 
whose  motor  vehicles  will  have  to  be  equipped  Avith  the  devices.  It  is 
vitally  important  that  the  public  recognize  the  need  for  this  control 
program,  that  air  is  no  longer  a  resource  which  can  be  taken  for  granted 
and  neglected,  and  that  the  benefits  of  control,  though  they  will  not 
be  immediately  apparent,  will  far  outweigh  the  costs  and  inconvenience 
of  control. 

Again  it  should  be  emphasized  that  this  program  is  aimed  at  one 
significant  source  or  aspect  of  the  air  pollution  problem.  AVhile  the 
emissions  from  motor  vehicles  are  a  major  source  of  air  pollution  in 
California,  the  control  of  one  or  more  contaminants  produced  by  the 
motor  vehicle  cannot  be  veiwed  as  the  complete  solution  to  the  problem. 
The  Governor 's  Commission  on  Metropolitan  Area  Problems  in  discuss- 
ing this  said,  "Ultimately  more  far-reaching  measures  may  be  necessary 
as  the  concentrations  of  people  and  cars  in  our  metropolitan  areas 
increase.  For  example,  some  members  believe  it  may  well  become  neces- 
sary to  encourage  or  e^-en  require  use  of  motor  vehicles  not  powered 
by  internal  combustion  engines;  automobiles  powered  by  other  fuels 
or  by  batteries  or  fuel  cells  may  have  to  become  a  reality.  Discourage- 
ment of  expanded  use  of  private  automobiles  by  limiting  freeway  ex- 
pansion and  favoring  rail  rapid  transit  may  also,  through  a  developing 
emergencv,  become  unavoidable." 

The  commission  also  pointed  out  that  "Air  pollution  is  closely  related 
to  and  cannot  be  divorced  from  consideration  of  other  problems  includ- 
ing increasing  population  density,  metropolitan  spread,  transportation 
methods,  freeway  location,  industrial  site  zoning  and  regional  plan- 
ning."^ 

This  committee  wishes  to  emphasize  again  the  need  for  increased  and 
strengthened  control  throughout  the  State  over  local  stationary  sources 
of  air"  pollution  by  the  local  counties  and  air  pollution  control  districts. 
The  preservation  of  California's  air  resource  can  be  achieved  only  with 
effective  local  control  in  conjunction  with  an_  effective  state  program  of 
control  over  motor  vehicle  created  air  pollution. 

1  Governor's  Commission  on  Metropolitan  Area  Problems,  Special  Report  to  Governor 
Brown,  January,  1960. 
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COMMITTEE    LEG9SLATION 
Assembly  Bill  No.  17 

CHAPTER  23 

An  act  to  add  Chapter  3  (cofiunencing  at  Section  24378)  to  Division 
20  of  the  Health  and  Safety  Code,  to  amend  Sections  4000  and  4750 
of,  and  to  add  Sections  27156  and  40004  to,  the  Vehicle  Code,  re- 
lating to  the  control  of  motor  vehicle  air  pollution,  and  making  an 
appropriation  therefor.  '^^- 

[ Approved  by  Governor  April  14,  1960.  Piled  with 
Secretary  of  State  April  14,  I860.] 

The  people  of  the  State  of  California  do  enact  as  follows: 

Section  1.  Chapter  3  (commencing  at  Section  24378)  is  added  to 
Division  20  of  the  Health  and  Safety  Code,  to  read : 

Chapter  3.     Motor  Vehicle  Pollution  Control 
Article  1.     Application 

24378.  The  Legislature  finds  and  declares  : 

(a)  That  the  emission  of  pollutants  from  motor  vehicles  is  a  major 
contributor  to  air  pollution  in  many  portions  of  the  State ; 

(b)  That  the  control  and  elimination  of  such  pollutants  is  of  prime 
importance  for  the  protection  and  preservation  of  the  public  health 
and  well-being,  and  for  the  prevention  of  irritation  to  the  senses, 
interference  with  visibility,  and  damage  to  vegetation  and  property. 

(c)  That,  as  the  Department  of  Public  Health  has  established  stand- 
ards for  air  quality  and  for  emissions  of  contaminants  from  motor 
vehicles  pursuant  to  Sections  426.1  and  426.5,  the  State  has  a  responsi- 
bility to  establish  uniform  procedures  for  compliance  with  these 
standards. 

24379.  (a)  As  used  in  this  chapter  the  following  terms  shall  be 
construed  as  defined  in  the  Vehicle  Code : 

(1)  Commercial  vehicle 

(2)  Implement  of  husbandry 

(3)  Motor  vehicle 

(4)  Motor-driven  cycle 

(5)  Used  vehicle 

(6)  Passenger  vehicle 

(b)  As  used  in  this  chapter,  "motor  vehicle  pollution  control  device" 
means  equipment  designed  for  installation  on  a  motor  vehicle  for  the 
purpose  of  reducing  the  pollutants  emitted  from  the  vehicle. 

(c)  As  used  in  this  chapter,  "certified  device"  means  a  motor 
vehicle  pollution  control  device  for  which  a  certificate  of  approval  has 
been  issued  by  the  Motor  Vehicle  Pollution  Control  Board. 

Article  2.     Motor  Vehicle  Pollution  Control  Board 

24383.  There  is  in  the  State  Department  of  Public  Health  a  Motor 
Vehicle  Pollution  Control  Board.  The  board  shall  be  responsible  di- 

(38) 
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rectly  to  the  Governor.  Administrative  services  for  the  board  shall  be 
provided  by  the  State  Department  of  Public  Health.  The  board  shall 
consist  of  13  members,  nine  of  whom  shall  be  appointed  by  the  Gover- 
nor with  the  consent  of  the  Senate,  and  four  shall  be  the  following 
officers  of  the  State,  or  their  nominees:  Director  of  Public  Health, 
Director  of  Agriculture,  Commissioner  of  the  California  Highway 
Patrol,  and  Director  of  Motor  Vehicles. 

24384.  (a)  Of  the  nine  members  originally  appointed  by  the  Gov- 
ernor, three  shall  be  appointed  to  serve  until  July  1,  1962,  three  shall 
be  appointed  to  serve  until  July  1,  1963,  and  three  shall  be  appointed 
to  serve  until  July  1,  1964.  Thereafter,  all  members  shall  be  appointed 
for  a  term  of  four  years.  All  members  shall  hold  ofiice  until  the  ap- 
pointment of  their  successors.  Any  vacancies  shall  be  immediately  filled 
by  the  Governor  for  the  unexpired  portion  of  the  terms  in  which  they 
occur. 

(b)  Members  of  the  Motor  Vehicle  Pollution  Control  Board  shall 
serve  without  compensation,  but  each  member  shall  be  reimbursed  for 
his  necessary  traveling  and  other  expenses  incurred  in  the  performance 
of  his  official  duties. 

(c)  The  members  of  the  board  appointed  by  the  Governor  shall  be 
selected  in  such  a  fashion  that  the  interests  of  various  affected  groups 
throughout  the  State,  including  agriculture,  labor,  organizations  of 
motor  vehicle  users,  the  motor  vehicle  industry,  science,  air  pollution 
control  officials  and  the  general  public  are  represented  to  the  fullest 
extent  possible. 

24385.  The  Motor  Vehicle  Pollution  Control  Board  shall  select 
annually  from  its  membership  a  chairman  and  vicechairman.  Only  those 
members  who  have  been  appointed  by  the  Governor  shall  be  elgible 
for  these  offices. 

24386.  The  Motor  Vehicle  Pollution  Control  Board  shall  have  the 
powers  and  authority  necessary  to  carry  out  the  duties  imposed  on 
it  by  this  chapter,  including,  but  not  limited  to,  the  following : 

(i)  To  adopt  rules  and  regulations  in  accordance  with  the  provi- 
sions of  the  Administrative  Procedure  Act  (commencing  at  Section 
11370  of  the  Government  Code),  necessary  for  proper  execution  of  the 
powers  and  duties  granted  to,  and  imposed  upon  the  board  by  this 
chapter. 

(2)  To  employ  such  technical  and  other  personnel  as  may  be  neces- 
sary for  the  performance  of  its  powers  and  duties. 

(3)  To  determine  and  publish  the  criteria  for  approval  of  motor 
vehicle  pollution  control  devices.  In  determining  the  criteria  the  board 
shall  take  into  consideration  the  cost  of  the  device  and  its  installation, 
its  durability,  the  ease  and  facility  of  determining  whether  the  device, 
when  installed  on  a  motor  vehicle,  is  properly  functioning,  and  any 
other  factors  which,  in  the  opinion  of  the  board,  render  such  a  device 
suitable  or  unsuitable  for  the  control  of  motor  vehicle  air  pollution  or 
for  the  health,  safety,  and  welfare  of  the  public. 

(4)  To  issue  certificates  of  approval  for  any  motor  vehicle  pollution 
control  device  where,  after  being  tested  by  the  board  or  tested  and 
recommended  by  a  laboratory  designated  by  the  board  as  an  authorized 
vehicle  pollution  control  testing  laboratory,  the  board  finds  that  the 
device  operates  within  the  standards  set  by  the  state  department  under 
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Section  426.5  and  meets  the  criteria  adopted  under  subdivision  (3)  of 

this  section,  .  -,    i      -n 

(5)  To  exempt  from  Article  3  of  this  chapter  designated  classifica- 
tions of  motor  vehicles  for  which  certified  devices  are  not  available, 
and  motor  vehicles  wdiose  emissions  are  found  by  appropriate  tests  to 
meet  state  standards  without  additional  equipment,  and  motor-driven 
cycles,  implements  of  husbandry,  and  vehicles  which  qualify  for  special 
license  plates  under  Section  5004  of  the  Vehicle  Code. 

24386.5.  The  Motor  Vehicle  Pollution  Control  Board  shall  submit 
a  report  to  the  Governor  and  the  Legislature  not  later  than  10  calendar 
days  following  the  commencement  of  each  general  session  of  the  Legis- 
lature covering  the  board's  recommendatiofis  concerning  such  legisla- 
tion and  other  action  as  is  necessary  for  the  implementation  and  en- 
forcement of  this  chapter.  The  board  shall  submit  its  first  report  to 
the  Governor  and  the  Legislature  at  the  1961  General  Session. 

24387.  The  Motor  Vehicle  Pollution  Control  Board  shall  adopt 
regulations  specifying  the  manner  in  which  a  motor  vehicle  pollution 
control  device  shall  be  submitted  for  testing  and  certification. 

24388.  Whenever  the  Motor  Vehicle  Pollution  Control  Board  issues 
certificates  of  approval  for  two  or  more  devices  for  motor  vehicles,  it 
shall  so  notify  the  Department  of  Motor  Vehicles. 

Article  3.     Compliance 

24389.  (a)  As  used  in  this  article  "the  certification  date"  means 
the  date  on  which  the  Motor  Vehicle  Pollution  Control  Board  notifies 
the  Department  of  Motor  Vehicles  that  it  has  issued  certificates  of  ap- 
proval for  two  or  more  devices.  ^ 

(b)  As  used  in  this  article  "principal  vehicle  location  means  (1) 
for  passenger  vehicles  owned  by  a  person  (as  distinguished  from_  a 
firm  copartnership,  association,  or  corporation),  the  county  in  which 
the  owner  resides;  (2)  for  commercial  vehicles,  and  passenger  vehicles 
reo-istered  in  the  name  of  a  firm,  copartnership,  association,  or  corpora- 
tion (as  distinguished  from  a  person),  that  county  or  counties  m  which 
the  vehicle  will  be  operated  during  the  greatest  portion  of  time  during 
the  period  for  which  registered.  If  the  vehicle  referred  to  m  subdivision 
(2)  of  subsection  (b)  operates  the  greatest  portion  of  time  m  more 
than  one  county  in  which  the  provisions  of  Sections  24391,  24392  and 
24393  are  operative,  the  principal  vehicle  location  shall  be  designated 
as  one  of  the  counties  in  which  the  provisions  of  Sections  24391,  24392 
and  24393  are  operative.  ,  . 

(c)  Where  only  a  portion  of  a  county  is  located  withm  an  air  pol- 
lution control  district  of  the  class  described  in  subdivision  (b)  of 
Section  24394  and  where  Sections  24391,  24392  and  24393  are  operative 
in  only  one  portion  of  the  county,  the  principal  vehicle  location  shall 
be  determined  with  respect  to  the  portion  of  the  county  m  which  the 
owner  resides  or  in  which  the  vehicle  is  operated,  respectively. 

24390  No  new  motor  vehicle  shall  be  registered  in  this  State  after 
one  year  after  the  certifieationdate  unless  and  until  the  motor  vehicle 
is  equipped  with  a  certified  device.  . 

24391  No  used  motor  vehicle  upon  transfer  of  registered  owner 
shall  be  registered  after  one  year  after  the  certification  date  when  the 
principal  vehicle  location  for  the  motor  vehicle  is  a  county,  or  a  portion 
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of  a  county,  wherein  the  provisions  of  this  section  are  operative,  unless 
and  until  the  motor  vehicle  is  equipped  with  a  certified  device. 

24392.  No  used  commercial  motor  vehicle  shall  be  registered  after 
the  second  December  31  next  following  the  certification  date  when  the 
principal  vehicle  location  is  a  county,  or  a  portion  of  a  county,  wherein 
the  provisions  of  this  section  are  operative,  unless  and  until  the  motor 
vehicle  is  equipped  with  a  certified  device. 

24393.  No  motor  vehicle  shall  be  registered  after  the  third  December 
31  next  following  the  certification  date  when  the  principal  vehicle 
location  is  a  county,  or  portion  of  a  county,  wherein  the  provisions  of 
this  section  are  operative,  unless  and  until  the  motor  vehicle  is  equipped 
with  a  certified  device. 

24394.  (a)  In  any  county  which  is  not,  in  whole  or  in  part,  in- 
cluded within  the  boundaries  of  an  air  pollution  control  district  created 
by  special  law  to  include  the  area  of  two  or  more  counties,  the  board  of 
supervisors  may  determine,  in  the  manner  provided  in  this  section, 
that  the  provisions  of  Sections  24391,  24392  and  24393  are  unneces- 
sary for  the  accomplishment  of  the  purposes  of  this  chapter  and  that 
those  sections  shall  not  be  operative  within  that  county. 

The  board  of  supervisors  may  hold  a  hearing  to  determine  the  exist- 
ence and  extent  of  motor  vehicle  created  air  pollution  in  the  county. 
In  determining  the  existence  and  extent  of  air  pollution,  the  air  quaility 
standards  established  by  the  State  Department  of  Public  Health  shall 
be  used.  The  board  of  supervisors  may,  at  the  completion  of  the  public 
hearing,  and  on  the  basis  of  its  finding  as  to  air  quality  in  the  county, 
determine  and  adopt  a  resolution  declaring  that  the  provisions  of  Sec- 
tions 24391,  24392  and  24393  are  unnecessary  for  the  preservation  of 
air  quality  and  that  those  sections  shall  not  be  operative  within  the 
county.  A  copy  of  each  such  resolution  shall  be  filed  with  the  Motor 
Vehicle  Pollution  Control  Board  and  the  Department  of  Motor  Vehicles. 

(b)  In  each  county  which  is  included  within  the  boundaries  of 
an  air  pollution  control  district  created  by  special  law  to  include  the 
area  of  two  or  more  counties  the  governing  body  of  the  district  may, 
by  following  the  procedures  set  forth  in  subdivision  (a)  of  this  section, 
on  a  districtwide  basis,  (rather  than  the  board  of  supervisors  of  each 
county  included  within  the  district)  determine  that  the  provisions  of 
Sections  24391,  24392  and  24393  shall  not  be  operative  within  the 
district. 

(c)  Where  only  a  portion  of  a  county  is  located  within  an  air  pol- 
lution control  district  of  the  class  described  in  subdivision  (b)  of  this 
section,  the  board  of  supervisors  of  that  county  may,  by  following  the 
procedures  set  forth  in  subdivision  (a)  of  this  section  determine  that 
the  provisions  of  Sections  24391,  24392  and  24393  shall  not  be  operative 
within  that  portion  of  the  county  not  included  in  the  air  pollution 
control  district. 

(d)  Thereafter  the  board  of  supervisors,  or  governing  body,  of  each 
such  county  (or  portion  thereof)  or  district  in  which  the  provisions  of 
Sections  24391,  24392  and  24393  are  not  operative,  shall  hold  such  a 
public  hearing  at  least  every  two  years  and  may  adopt  a  resolution  de- 
claring that  the  provisions  of  Sections  24391,  24392  and  24393  are 
necessary  for  the  preservation  of  air  quality  and  that  those  sections 
shall  be  operative  within  the  county  (or  portion  thereof)  or  district. 
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respectively.  Thereupon  the  provisions  of  Sections  24391    24392  and 
iZfZn  be  operat'ive  in  the  -^-ty  (or  portion  tW^^^^^      d^str^ct^ 
A  copy  of  each  such  resolution  shall  be  filed  ^'^^  }^\}^^^Zj^  ^ 
PolTutfon  Control  Board  and  the  Department  of  Motor  Vehic  es. 

24394  3  The  board  of  supervisors  or  the  governing  body  of  the 
distrltLpeciveh  shall  give  notice  of  the  time  and  place  of  each  such 
public  heailnobv  p  iblication  twice  in  a  newspaper  of  general  circula- 
?^r\n  eadi  c^ounty  affected  not  less  than  15  days  before,  and  not  more 

^'r43f5'^So'peTsrrr  advertise,  or  represent  as  a 

certified  device'  any  device  which,  in  fact    is  not  a  -ti^^^^^^^^^^^^^ 
After  the  certification  date,  no  person  shall  install  or  sell  tor  mstaua 
^01  upon  any  mlr  vehici;  any  motor  vehicle  pollution  control  device 
XchZs  nJt  been  certified  by  the  Motor  Vehicle  Pollution  Control 

m'396.     Any  violation  of  this  article  is  a  misdemeanor. 

Article  4.     Authorized  Motor  Vehicle  Pollution  Control 
Testing  Laboratories 

94397  The  Motor  Vehicle  Pollution  Control  Board  may  designate 
su;h  laboratories  as  it  finds  are  qualified  and  equipped  t.anal^^^^^  and 
determine,  on  the  basis  of  the  standards  e.tabli Jed  by  the  W^^^^^ 
vices  which  are  so  designed  and  equipped  to  meet  ^^e  standards  set  oy 
Se  stite  department  under  Section  426.5  and  the  criteria  established 
hv  the  Motor  Vehicle  Pollution  Control  Board. 

24398      The  Motor  Vehicle  Pollution  Control  Board  may  contract 

for  the  use  of   or    he  performance  of  the  tests  or  other  services  by,  a 

aboratoiy  or 'laboratories  operated  by  -y  Public  or  private  agency 

within  or  without  the  State.  All  testing  of  ^^^^^^^^^^  ^J  ^^^^^^  ^'Xcts 

purposes  of  certification  shall  be  P^^f^^^^P^l^^^^^^ltHo  read 

Sfc    2      Section  4000  of  the  Vehicle  Code  is  amended  to  read . 

4000.  No  pe-on  shall  drive,  move,  or  leave  standing  any  motor 
vehicle  trailer,  semitrailer,  pole  or  pipe  dolly,  or  auxdiary  dolly  upon 
Ihlghway  unless  it  is  registered  and  the  appropriate  fees  have  been 

paid  under  this  code.  -n.n^nv  vehicle 

No  person  shall  drive,  move,  or  leave  finding  any  ^otor  vehicle 
upon  a  highway  which  has  been  registered  m  violation  of  Chapter  d 
upon  a  iii^iiwaj.  9J.q7Q^  of  Division  20  of  the  Health  and  Saiety 

(commencing  at  Section  Z4d/bJ  oi  uimmuu  -.u  uj. 


Code. 


Sec.  3.     Section  4750  of  said  code  is  amended  to  read : 
4750      The  department  shall  refuse  registration  or  renewal  or  trans 
fer  of  registration  upon  any  of  the  following  grounds :  ..^^^^^ 

(a)  That  the  application  contains  any  false  or  fraudulent  statement. 

(b)  That  the  required  fee  has  not  been  paid.  vao-i«tr«tion  is 
c)   That  the  registration  or  renewal  or  transfer  of  F^gistratioiiis 

prohibited  by  the  ?equirements  of  Chapter  3  (commencing  at  Section 
24378)  of  Division  20  of  the  Health  and  Safety  Code. 

Sec    3  5      Section  27156  is  added  to  said  code,  to  read :  ,      .,,    „ 

27156      No  motor  vehicle  which  is  required  to  be  equipped  with  a 

cerS  motor  vehicle  pollution  control  device  as  a  condition  to  r^^^^^^^ 

tration  under  Chapter  3  (commencing  at  Section  24378)  ot  AJi^i?io^f^ 

of  the  Health  and  Safety  Code  shall  be  operated  upon  any  highway 
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unless  the  motor  vehicle  is  equipped  v^ith  a  certified  motor  vehicle 
pollution  control  device  which  is  correctly  installed  and  properly  main- 
tained so  as  to  be  in  operation  whenever  the  vehicle  is  operated.  No  such 
device  shall  be  modified  or  altered  in  a  manner  which  will  decrease  its 
efficiency  or  effectiveness  in  the  control  of  air  pollution. 

Sec.  4.     Section  40004  is  added  to  said  code,  to  read : 

40004.  It  is  unlawful  and  constitutes  a  misdemeanor  for  any  person 
knowingly  to  make  any  false  or  fraudulent  statement  on  an  application 
for  registration  or  renewal  or  transfer  of  registration  of  a  motor  vehicle. 

Sec.  5.  The  sum  of  five  hundred  thousand  dollars  ($500,000)  is  ap- 
propriated from  the  General  Fund  in  augmentation  of  Item  195,  Bud- 
get Act  of  1960,  for  support  of  the  State  Department  of  Health  in 
carrying  out  the  provisions  of  Chapter  3  (commencing  at  Section 
24378),  Division  20  of  the  Health  and  Safety  Code. 

Sec.  6.  If  any  provision  of  this  act  or  the  application  thereof  to 
any  person  or  circumstances  is  held  invalid,  such  invalidity  shall  not 
affect  other  provisions  or  applications  of  the  act  which  can  be  given 
effect  without  the  invalid  provision  or  application,  and  to  this  end  the 
provisions  of  this  act  are  severable. 
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APPENDIX  II 

LAWS   RELATING   TO   THE   ENACTMENT   OF   STANDARDS   FOR   AMBIENT 
LAWS   «"«^',^^Q„^L,TY   AND   MOTOR  VEHICLE   EXHAUST 

The  1959  Legislature  by  the  passage  of  Assembly  ^iU  1368  and 
Senate  Bill  117%dded  the  following  to  the  health  and  Safe  y  Code 
(see  Chapters  200  and  1949,  Chaptered  Laws  of  1959)    The  italicized 
ections  in  Section  426.5  were  added  by  the  I960  I^eg^slature  with  the 
passage  of  Assembly  Bill  19  (see  Chapter  36,  Chaptered  Laws  of  1960)  . 
426.1.     The  State  Department  of  Public  Health  shall,  before 
February  1,  1960,  develop  and  publish  standards  for  the  quality 
of  the  air  of  this  State.  The  standards  shall  be  so  developed  as  to 
reflect  the  relationship  between  the  intensity  and  composition  ot 
air  pollution  and  the  health,  illness,  including  irritation  to  the 
senses,  and  death  of  human  beings,  as  well  as  damage  to  vegeta- 
tion and  interference  with  visibility. 

The  standards  shall  be  developed  after  the  department  has  held 
public  hearings  and  afforded  an  opportunity  for  all  interested 
persons  to  appear  and  file  statements  or  be  heard  The  department 
shall  publish  such  notice  of  the  hearings  as  it  determines  to  be 

reasonably  necessary.  .  •     +i,„  „+o„/i 

The  department,  after  notice  and  hearing,  may  revise  the  stand- 
ards, and  shall  publish  the  revised  standards,  from  time  to  time 

426  5.  It  shall  be  the  duty  of  the  State  Director  of  Public 
Health  to  determine  by  February  1,  1960,  the  maximum  allowable 
standards  of  emissions  of  exhaust  contaminants  from  motor  ve- 
hicles which  are  compatible  with  the  preservation  of  the  public 
health  including  the  prevention  of  irritation  to  the  senses,  mter- 
ference  with  visihility  and  damage  to  vegetation. 

The  standards  shall  be  developed  after  the  department  has  held 
public  hearings  and  afforded  an  opportunity  for  all  interested 
persons  to  appear  and  file  statements  or  be  heard.  The  department 
shall  publish  such  notice  of  the  hearings  as  it  determines  to  be 
reasonably  necessary.  ^  •      ^.i,      4.„   ^ 

The  department  after  notice  and  hearing  may  revise  the  stand- 
ards and  shall  publish  the  revised  standards,  from  time  to  time. 
In  revising  the  standards,  the  department  shall,  after  Fehruary  1, 
1960,  take  into  account  all  emissions  from  motor  vehicles  rather 
than  exhaust  emissions  only. 
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APPENDIX  III 

REPORT   OF   ADVISORY   COMMITTEE   ON   MOTOR   VEHICLE 
EXHAUST   CONTROL 

December  17,  1959 
Introduction 

This  advisory  committee  was  appointed  by  Assemblyman  R.  B.  Cam- 
eron, Chairman  of  the  Subcommittee  on  Air  Pollution  of  the  Assembly 
Interim  Committee  on  Public  Health,  to  assist  it  in  studying  the  prob- 
lem of  air  pollution  as  related  to  motor  vehicle  exhaust  emissions.  The 
advisory  committee  was  requested  to  provide  information  on  which  the 
Subcommittee  on  Air  Pollution  could  draft  legislation  on  the  control  of 
motor  vehicle  exhausts. 

Recognizing  that  motor  vehicles  are  a  moving  source  of  air  pollution 
which  must  be  controlled  at  the  state  level  of  government,  the  State 
Legislature  in  1959  requested  the  State  Department  of  Public  Health  to 
adopt  standards  for  exhaust  emissions  from  motor  vehicles. 

The  State  Board  of  Public  Health,  on  December  4,  1959,  adopted 
standards  on  emissions  from  motor  vehicle  exhausts.  One  standard  to  be 
applied  statewide  was  set  at  275  ppm  for  hydrocarbons  and  1.5  percent 
for  carbon  monoxide. 

In  order  for  the  standards  to  be  effective,  it  is  necessary  that  further 
legislation  be  enacted.  This  legislation  would  be  the  basis  for  controlling 
exhaust  emissions  from  motor  vehicles. 

The  advisory  committee  submits  the  following  recommendations  in 
answer  to  questions  posed  by  Chairman  Cameron  at  the  October  27, 
1959,  meeting. 

Findings  and  Recommendations 

Motor  vehicle  exhaust  control  should  be  applied  in  all  counties  of 
California,  unless  and  until  the  board  of  supervisors,  after  a  public 
hearing,  finds  there  is  no  motor  vehicle  exhaust  pollution  problem  in 
that  county.  As  a  guide  in  determining  the  existence  of  an  air  pollution 
problem,  the  ambient  air  quality  standards  of  the  California  State 
Board  of  Public  Health  should  be  used. 

This  control  can  be  accomplished  initially  through  the  registration 
procedure  of  the  Department  of  Motor  Vehicles  by  requiring  evidence 
of  the  installation  of  an  approved  device  at  the  time  of  registration. 
Continued  compliance  with  this  requirement  shall  be  accomplished  by 
the  California  Highway  Patrol  and  local  enforcement  agencies. 

The  testing  of  devices  to  determine  compliance  with  established 
state  standards  shall  be  done  in  a  laboratory  under  the  control  and 
supervision  of  the  California  Highway  Patrol. 

Periodic  inspection  will  be  required  at  privately  owned  stations, 
licensed  and  supervised  by  the  California  Highway  Patrol  to  insure 
continued  satisfactory  operation  of  devices  installed  on  motor  vehicles. 

It  is  recommended  that  a  commission  on  the  control  of  pollution 
from  motor  vehicles  be  established  in  the  state  government,  with  powers 
and  duties  as  stated  in  the  attached  outline. 
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The  schedule  for  installation  of  state  certified  control  devices  on 
motor  vehicles  shall  be  as  follows: 

All  new  motor  vehicles  and  all  used  One   year   from   commission   certifica- 

motor  vehicles  upon  transfer  of  regis-  tion    of    an    "acceptable"     device    or 

tered  owner  devices      under      established         btate 

Standards." 
Used  commercial  motor  vehicles  Second  licensing  period  following  cer- 

tification of  an  "acceptable"  device  or 
devices,  i.e.,  13-23  months,  depending 
on  date  of  device  certification. 

All  remaining  motor  vehicles  Third  licensing  period  following  certi- 

fication of  an  "acceptable"  device  or 
devices,  i.e.,  25-35  months,  depending 
on  date  of  device  certification. 

Generally,  all  motor  vehicles,  as  defined  in  the  Motor  Vehicle  Code 
and  registered  in  the  State  of  California,  shall  be  subject  _to_  control, 
unless  exempt  either  in  the  proposed  statute  or  by  the  commission. 

It  is  suggested  that  statutory  exemption  be  made  for  motor  cycles, 
motor  scooters,  implements  of  husbandry,  and  "antique"  motor 
vehicles. 

The  commission  will  have  to  exempt  certain  types  of  motor  vehicles 
that  presently  meet  the  exhaust  code  without  a  device.  An  example  is 
the  diesel-powered  vehicle.  The  commission  will  have  to  take  action  on 
diesel  emissions  if  the  State  Department  of  Public  Health  decides  to 
include  additional  emissions  other  than  hydrocarbons  and  carbon 
monoxide. 

Since  it  will  be  the  State's  responsibility  to  test  devices  and  issue 
certification  of  approval,  laboratory  and  test  facilities  must  be  made 
available  to  the  California  Highway  Patrol  who  will  be  responsible  for 
this  function.  Initially,  it  is  proposed  that  the  State  accept  the  Los 
Angeles  Air  Pollution  Control  District's  offer  to  enter  into  a  contract 
for1;he  operation  of  its  existing  facilities.  Since  these  facilities  may  have 
to  be  expanded  and  other  test  facilities  be  made  available  at  other 
locations  in  the  State  to  adequately  handle  the  test  program,  these 
facilities  should  be  under  the  complete  control  of  the  California  High- 
way Patrol. 

Manufacturers  of  devices  submitted  to  the  State  for  testing  shall 
bear  the  costs  of  the  testing  and  evaluation  of  such  devices,  irrespective 
of  the  approval  of  such  devices. 

The  owners  of  the  motor  vehicles  shall  pay  for  any  inspection  re- 
quired to  determine  the  proper  functioning  of  the  device  installed  on 
their  vehicles.  Such  inspection  may  be  required  when  the  vehicle  is 
relicensed  or  reregistered,  or  at  such  time  as  may  be  required  under 
the  rules  and  regulations  of  the  commission. 

The  costs  of  the  program  incurred  by  the  Department  of  Motor  Ve- 
hicles, the  California  Highway  Patrol,  and  the  commission,  or  by  any 
other  state  agencies  that  may  be  members  of  the  commission,  shall  be 

borne  by  the  State.  .      ,     ,  .         v^ 

Community-wide  air  pollution  occurs  m  the  larger  metropolitan  areas 
of  the  State  affecting  over  75  percent  of  its  citizens  and  causing  serious 
damage  to  agriculture.  Prompt  legislative  action  is  required  to  con- 
trol motor  vehicle  exhaust  emissions  as  part  of  an  effective  control 
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program  urgently  needed  to  protect  the  public  health  and  well  being 
and  to  prevent  property  damage. 


At  a  meeting  of  the  Advisory  Committee  on  January  18,  1960,  the 
following  changes  in  the  original  report  were  adopted  :  ^ 

1.  Total  contaminant  emissions  from  the  motor  vehicle  should  be 
considered  rather  than  exhaust  emissions  alone  since  it  is  known  that 
contaminant  losses  from  the  motor  vehicle  include,  in  addtion  to  tail- 
pipe exhaust,  emissions  from  the  carburetor,  fuel  tank  and  crank  case. 
By  open  wording  of  a  policy  draft  at  this  time,  it  will  be  possible 
later  to  specify  details  as  information  and  control  measures  develop. 

2.  Placement  of  the  Motor  Vehicle  Pollution  Control  Laboratory. 
The  original  recommendation  was  that  a  laboratory  be  established 
within  a  state  agency  and  the  California  Highway  Patrol  was  suggested 
as  that  agency.  Discussion  brought  out  that : 

a.  Although  the  California  Highway  Patrol  has  responsibility  for 
testing  certain  devices  for  automobiles  and  trucks  now,  the  testing 
was  done  by  the  University  of  California  and  its  research  facil- 
ities at  the  Richmond  Field  Station  under  contract  with  the 
Patrol ; 

b.  The  California  Highway  Patrol  is  essentially  an  enforcement 
agency  and  is  not  now  staffed  or  oriented  in  the  field  of  research 
testing  and  development  for  vehicular  equipment; 

c.  The  Department  of  Public  Health  did  have  an  engineering  staff 
and  were  already  concerned  with  contaminants  from  vehicles ; 

d.  The  Department  of  Public  Health  in  developing  its  standards 
for  vehicular  emissions  must  have  a  laboratory  facility  to  effect 
promulgation  of  standards; 

e.  Although  the  devices  will  be  attachments  to  vehicles,  their  addi- 
tion to  the  vehicle  is  not  done  to  enhance  the  safety  and  improve 
operation  but  instead  is  required  as  needed  to  protect  the  public 
health  and  welfare  and  prevent  damage  to  property.  The  con- 
sensus of  the  committee  was  that  the  Department  of  Public  Health 
was  an  appropriate  agency  for  housing  the  Motor  Vehicle  Pollu- 
tion Control  laboratory. 

OUTLINE    FOR   COMMISSION    ON    CONTROL   OF 
POLLUTION    FROM   MOTOR   VEHICLES 

It  is  proposed  there  be  established  in  the  state  government  a  Com- 
mission on  Control  of  Pollution  From  Motor  Vehicles,  the  membership 
of  which  should  consist  of  15  members,  11  of  which  should  be  appointed 
by  the  Governor  and  four  to  be  the  following  officers  of  the  State  or 
their  nominees :  Director  of  Public  Health,  Director  of  the  Department 
of  Motor  Vehicles,  Director  of  Agriculture,  and  the  Commissioner  of 
the  California  Highway  Patrol. 

I  Minutes  of  January  18,  1960  meeting  of  Advisory  Committee,  Sacramento,  California. 
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Term  of  Office 

The  term  of  office  of  the  11  members  originally  appointed  by  the 

Governor  to  the  said  state  commission  should  be  staggered  as  follows: 
Three  members  to  serve  for  a  period  of  two  years, 
Four  members  to  be  appointed  for  a  term  of  three  years, 
Four  members  to  be  appointed  for  a  term  of  four  years. 

All  terms  are  to  commence  on  the  effective  date  of  the  act.  Thereafter, 
all  members  shall  be  appointed  for  a  term  of  four  years.  Any  vacancies 
are  to  be  immediately  filled  by  the  Governor  for  the  unexpired  portion 
of  the  terms  in  which  they  occur. 

Reimbursement  for  Expenses 

Each  member  of  the  commission  shall  be  entitled  to  receive  his  actual 
and  necessary  travel  expenses  while  on  official  business  of  the  com- 
mission. 

Chairman  and  Secretary 

The  chairman  and  secretary  of  the  said  state  commission  shall  be 
selected  annually  from  the  appointees-at-large. 

Powers  and  Duties 
The  commission  shall  have  the  following  powers  and  duties : 

1.  Establish  an  office. 

2.  Appoint  and  fix  the  salary  of  an  executive  officer.  Said  executive 
officer  shall  be  exempt  from  the  state  civil  service  and  shall  serve 
at  the  pleasure  of  the  commission. 

3.  Adopt  rules  and  regulations  necessary  for  the  proper  administra- 
tion of  such  duties  as  the  Legislature  may  prescribe  for  said  com- 
mission. 

4.  Determine  and  publish  the  criteria  for  approval  of  devices  and 
the  testing  procedure  whereby  devices  are  evaluated. 

5.  Issue  certificates  of  approval  for  acceptable  devices. 

6.  Certify  exemptions  from  devices  for  those  used  vehicles  for  which 
no  acceptable  device  is  available. 

7.  Certify  those  motor  vehicles  whose  emissions  without  a  device 
meet  state  standards.  This  performance  will  be  determined  by 
testing  an  adequate  representation  of  that  category. 

8.  Maintain  co-ordination  between  the  Department  of  Public  Health 
on  standards  for  air  quality  and  motor  vehicle  exhaust  emissions 
and  the  Department  of  Motor  Vehicles  and  Highway  Patrol  on 
implementation  of  this  program. 

9.  Exercise  any  other  powers  pertaining  to  policy  that  are  necessary 
to  accomplish  the  intent  of  this  act. 
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Sacramento,  December  21, 1960 
Hon.  Ralph  M.  Brown 

Speaker  of  the  Assembly,  and 
Menibers  of  the  Assembly 

Assembly  Chamber,  Sacramento 

Gentlemen  :  The  Assembly  Interim  Committee  on  Public  Health 
submits  the  Report  on  Radiation  Protection  in  California  prepared  by 
the  Subcommittee  on  Radiation  Protection  in  accordance  with  House 
Resolution  No.  326,  of  the  1959  Session. 

This  report  is  the  result  of  testimony  given  at  three  public  hearings 
and  reviews  the  progress  of  the  radiological  control  program  in  Cali- 
fornia as  established  by  the  1959  Legislature.  It  also  discusses  transfer 
of  jurisdiction  over  additional  nuclear  materials,  as  well  as  the  feasi- 
bility of  a  state  program  for  fallout  protection. 

Respectfully  submitted, 

W.  Byron  Rumford,  Chairman 
Assembly  Interim  Committee 
on  Public  Health,  and  Sub- 
committee on  Fadiation  Pro- 
tection 

Ronald  Brooks  Cameron 

W.  S.  Grant 

Milton  Marks 

Don  Mulford 

Howard  J.  Thelin 
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INTRODUCTION  AND  SCOPE 

The  subject  of  ionizing  radiation,  its  uses,  its  hazards  and  its  effects, 
and  thus  of  the  consequent  responsibility  of  the  State  has  been  a  subject 
of  continuing-  interest  to  the  California  Legislature.  Extensive  study 
by  the  Assembly  Interim  Committee  on  Public  Health  during  the  1957- 
59  interim  produced  two  comprehensive  reports  on  the  subject  of  atomic 
energy  and  radiation  protection. 

1.  Atomic  Energy  Development  and  Radiation  Protection  in  Cali- 
fornia, Volume  9,  Number  14,  February,  1959. 

This  report  discussed  the  nature  of  radiation,  its  applications 
in  industry,  agriculture,  medicine  and  research;  described  the 
health  hazards  associated  with  exposure  to  ionizing  radiation; 
reviewed  the  existing  responsibility  and  activities  of  federal  and 
state  agencies  in  California;  and  proposed  legislation  (A.B.  1403) 
which  resulted  in  creating  in  the  Office  of  the  Governor  the  posi- 
tion of  Co-ordinator  of  Atomic  Energy  Development  and  Radia- 
tion Protection. 

2.  Development  and  Control  of  Nuclear  Industry  in  California, 
Volume  9,  Number  15,  February,  1959.  Prepared  for  the  Com- 
mittee by  the  Bureau  of  Public  Administration,  University  of 
California,  Berkeley. 

This  report  presented  background  information  vital  for  an 
understanding  of  the  nature  and  uses  of  nuclear  energy  and  radia- 
tion; outlined  legislative  approaches  adopted  by  other  states  and 
federal  agencies  to  cope  with  the  problems  posed  by  this  new  in- 
dustry; and  discussed  various  criteria  for  state  legislation  and 
regulation. 

With  this  background  the  committee  continued  its  study  during  the 
1959-61  interim,  confining  its  investigations  to  the  general  area  of 
adequate  radiation  protection  for  California  citizens.  Authority  for 
the  interim  study  was  derived  from  several  sources.  Besides  the  general 
authority  granted  to  the  committee  by  the  provisions  of  H.R.  326,  it 
was  specifically  directed  to  study  radiation  health  hazards  by  H.R.  403. 
The  Assembly  Rules  Committee,  in  addition,  assigned  to  the  committee 
for  interim  study  A.B.  1833,  relating  to  production  and  utilization  of 
atomic  energy,  and  A.B.  172  relating  to  the  California  State  Disaster 
Council. 

Specifically,  the  committee  study  was  confined  to  the  following  three 

subjects,  its  findings  in  which  constitute  the  body  of  this  report. 

Puhlic  Hearings  Held 

I.  California's  Radiation   Protection  Program         October  6  and  7,  1960 

Sacramento,  California 

II.  The   Relationship   of   the   Federal    Govern-  August  18  and  19,  1960 

ment  and  the  State  in  Controlling  Sources  Los  Angeles,  California 
of  Ionizing  Radiation 

III.   State    Responsibility    for    Nuclear    Fallout  November  1~>  and  16,  1960 

Shelters  Los  Angeles,  California 
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FINDINGS 

PARTS  I  AND  II-RAD:0L0GICAL  CONTROL  IN  CALIFORNIA 

1.  The  extensive  and  rapidly  increasing  applications  of  radiation 
and  atomic  energy  in  California  require  statewide  control  of  radiation 
sources  in  order  to  protect  the  people  of  California  from  the  harmful 
effects  of  ionizing  radiation. 

2.  While  a  number  of  state  agencies  are  concerned  with  radiation 
problems  and  a  few  have  undertaken  limited  radiation  programs,  there 
is  no  statewide  comprehensive  program  of  radiation  control.  Radiation 
controls  which  do  exist  are  largely  "ad  hoc"  measures  which  had  been 
adopted  to  meet  specific  needs. 

3.  At  present,  regulatory  authority  is  exercised  principally  by  the 
Division  of  Industrial  Safety,  Department  of  Industrial  Relations,  and 
by  the  Department  of  Public  Health.  The  former  agency  is  primarily 
concerned  with  occupational  hazards  arising  from  industrial  and  com- 
mercial uses  of  radiation  sources,  while  the  latter  is  primarily  con- 
cerned with  the  total  environmental  effects  of  all  radiation  sources. 
This  concern  of  the  Department  of  Public  Health  is  reflected  by  the 
following  current  radiological  programs: 

a.  Environmental  Surveillance  Program. 

A  special  allocation  of  funds  by  the  1959  Legislature  has  enabled 
the  department  to  increase  this  program  substantially.  Twelve 
strategically  located  monitoring  stations  now  take  regular  samples 
of  air,  rain,  dry  fallout,  soil,  and  vegetation.  In  addition,  water, 
snow,  food,  and  sewage  are  sampled  regularly  throughout  the 
State  to  determine  possible  radioactive  contamination. 

b.  Radiation  Source  Registration. 

Pursuant  to  the  direction  of  the  1959  Legislature  (AB  1403),  the 
department  undertook  to  register  all  sources  of  radiation  through- 
out the  State.  The  department  reports  over  12,000  registrations  of 
radiation  sources,  most  of  which  are  not  under  the  jurisdiction  of 
the  Atomic  Energy  Commission.  Dentists  accounted  for  40  per  cent 
of  the  registrations ;  medical  doctors,  30  per  cent ;  professionals  in 
other  fields  of  medical  care,  25  per  cent ;  and  5  per  cent  from  gov- 
ernmental, educational,  and  industrial  facilities.  The  registration 
program,  however,  offers  little  evidence  relating  to  the  safety 
of  radiation  machines  operated  by  the  registrants. 

4.  Public  Law  86-373  authorizes  the  Atomic  Energy  Commission  to 
enter  into  agreement  with  a  state  for  transfer  to  that  state  of  juris- 
diction, now  exercised  by  the  Atomic  Energy  Commission,  over  source 
and  byproduct  materials,  and  limited  amounts  of  special  nuclear  ma- 
terials. The  largest  of  these  categories  is  that  of  byproduct  materials 
which  includes  all  radioisotopes  produced  in  nuclear  reactors.  Radio- 
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isotopes  produced  in  another  manner,  e.g.,  in  particle  accelerators,  are 
not  subject  to  federal  reg-ulation  and  thus  would  be  an  object  of  state 
concern  in  any  case. 

5.  All  of  California's  radiological  efforts,  whether  involving  the  fed- 
eral government,  state  departments  and  agencies,  or  local  jurisdictions, 
are  co-ordinated  through  the  office  of  the  State  Coordinator  of  Atomic 
Energy  Development  and  Radiation  Protection.  The  present  program 
of  that  office  has  received  unanimous  approval  and  commendation  from 
all  involved  in  it. 

6.  The  State  Fire  Marshal,  presently  charged  with  the  responsibility 
of  providing  regulations  for  the  transport  of  radioactive  materials, 
questions  the  delegation  of  this  authority  since  problems  of  radioactiv- 
ity are  not  those  of  tire  safety  but  of  public  health. 

Recommendations 

1.  The  State  of  California  should  take  immediate  steps  to  develop 
a  comprehensive  program  of  radiation  control.  Such  steps  should 
include : 

a.  A  requirement  that  all  radiation  sources  be  certified  in  safe 
operating  condition  in  addition  to  the  present  requirement  that 
such  sources  register  with  the  Department  of  Public  Health. 

b.  Legislative  authorization  for  the  Governor  to  enter  into  negoti- 
ations with  the  Atomic  Energy  Commission  for  the  transfer  to 
the  State  of  California  of  jurisdiction  over  byproduct,  source, 
and  certain  special  nuclear  materials  which  is  now  exercised 
by  the  commission,  reserving  to  the  Legislature  the  right  to 
approve  or  disapprove  the  results  of  such  negotiation. 

PART  lll-NUCLEAR   FALLOUT  SHELTERS 

1.  Given  the  assumption  that  a  nuclear  attack  on  the  United  States 
is  at  least  a  definite  possibility,  fallout  protection  is  necessary  to  shield 
most  of  the  survivors  of  such  an  attack  from  lethal  doses  of  radiation. 

2.  Although  the  Office  of  Civil  and  Defense  Mobilization  has  allo- 
cated $250,000  for  construction  of  prototype  shelters  in  Sacramento, 
San  Diego,  and  Los  Angeles  Counties,  the  National  Shelter  Policy  is 
one  of  education  and  encouragement.  There  is  no  national  plan  for 
mandatory  shelter  construction. 

3.  The  State  of  California  has  followed  the  permissive  approach 
of  the  National  Shelter  Policy.  Shelter  construction  in  California, 
therefore,  has  been  done  on  an  individual  basis  without  recourse  to  any 
statewide  plan. 

4.  Low-cost,  long-term  financing  for  family  type  shelter  construction 
is  not  available.  Publicly  financed  community  shelters  have  been  pro- 
posed as  one  way  to  reduce  the  per  capita  cost  of  shelter  construction. 
An  additional  obstacle  to  individual  shelter  construction  is  the  fact 
that  existing  building  codes  did  not  envision  this  type  of  structure 
and  thus  are  wholly  inapplicable. 

5.  The  fallout  shelter  program  has  been  defined  as  primarily  a  non- 
military  defense  measure. 
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Recommendations 

1.  The  Division  of  Housing,  Department  of  Industrial  Relations 
should  establish  minimum  building  code  requirements  applicable 
to  the  construction  of  fallout  shelters. 

2.  In  view  of  the  vital  need  for  fallout  protection  as  a  nonmilitary 
defense  measure,  the  California  Legislature  should  petition  the 
Congress  of  the  United  States  to  develop  with  all  deliberate  speed 
a  master  plan  for  the  nonmilitary  defense  of  the  United  States. 

3.  In  the  absence  of  a  federal  master  plan  for  nonmilitary  defense, 
the  State  of  California  should  take  major  steps  to  inaugurate  a 
program  of  fallout  protection,  including  shelters. 

V 


PART  I 

CALIFORNIA'S  PROGRAM  FOR  RADIATION 
PROTECTION  AND  CONTROL 

DEPARTMENT  OF  PUBLIC   HEALTH 

A  comprehensive  description  of  all  state  agencies  and  departments 
having  jurisdiction  over  radiological  materials  and  sources  is  contained 
in  the  1959  report  to  the  Legislature  from  this  committee.  Following  is 
a  progress  report  on  the  department's  activities  concerned  with 
registration  of  radiation  sources  and  with  environmental  surveillance. 

Registration  of  Radiation  Sources 

Frank  M.  Stead,  Chief  of  the  Division  of  Environmental  Sanitation, 
testified  at  the  committee  hearing  that  a  considerable  amount  of  pre- 
liminary planning  and  staff  recruitment  were  necessary  before  this 
program  established  by  the  1959  Legislature  (Health  and  Safety  Code, 
Section  25780)  ^  could  get  under  way.  Views  of  professional  and  indus- 
trial groups  that  are  major  radiation  users  were  solicited,  drafts  of 
proposed  regulations  and  forms  were  distributed,  informal  public  hear- 
ings were  held,  further  revisions  followed,  and  on  May  30,  1960,  rules 
and  regulations  finally  adopted  by  the  State  Board  of  Public  Health 
became  effective. 

Mr.  Stead  outlined  the  program  ^  as  follows : 

1.  Registration 

The  regulations  required  that  every  person  possessing  a  report- 
able source  of  radiation  file  a  registration  by  July  31,  1960.  There- 
after, anyone  acquiring  a  radiation  source  must  register  within 
30  days  of  the  date  of  acquisition.  Reregistration  is  required  in 
January  1961,  and  every  tAvo  years  thereafter.  Certain  types  of 
change,  such  as  change  of  address,  loss  or  theft  of  radioactive 
material,  or  major  changes  in  installations  must  be  reported. 

2.  Local  Health  Agency  Parti cipatioyi 

During  the  initial  planning  stages  it  came  to  our  attention  that 
several  local  jurisdictions  in  the  State  were  planning  for  local 
registration  of  radiation  sources.  We  were  able  to  develop  agree- 
ments w^hereby  these  jurisdictions  accepted  the  state  registration 
and  thus  forestall  requirements  for  duplicate  registration.  Pro- 
vision was  made  in  the  radiation  registration  regulations  for  a 
local  health  agency,  upon  request,  to  participate  in  the  state 
registration  program  to  the  extent  of  distribution  and  receipt  of 
state  forms.  The  original  registration  form  is  transmitted  to  the 


1  Assembly  Bill  1403,  1959  Session,  California  Legislature. 

2  Testimony,  Hearing  before  Subcommittee  on  Radiation  Protection,  Assembly  Interim 

Committee  on  Public  Health,  Sacramento,  October  6  and  7,  1960,  pp.  31-34. 
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State  Department  of  Public  Health  and  a  copy  retained  by  the 
local  agency.  Eleven  local  health  agencies  are  participating  in 
this  way. 

For  those  local  health  agencies  not  wishing  to  participate  to 
this  extent,  provisions  have  been  made  to  provide  them  with  copies 
of  completed  registration  forms.  Fifteen  additional  health  agencies 
have  elected  to  be  kept  informed  in  this  manner. 

3.  Receipt  of  Completed  Registratio7i  Forms 

A  total  of  12,208  registrations  were  received  by  the  end  of 
September.  Although  the  legal  deadline  has  passed,  approximately 
100  forms  a  week  are  still  being  received.  It  is  estimated  that  about 
70  per  cent  of  persons  who  should  register  have  in  fact  done  so. 
Upon  receipt,  earch  form  is  assigned  a  registration  number  and  the 
registrant  appropriately  notified. 

4.  Preliminary  Results 

Although  complete  tabulations  will  not  be  available  for  several 
months,  some  tentative  estimates  based  on  sampling  of  the  forms 
received  are  possible. 

(a)  More  than  40  per  cent  of  the  registrants  are  dentists;  30  per 
cent  are  M.D.  's.  About  95  per  cent  of  all  registrants  are  from 
the  medical  or  allied  professions ;  about  5  per  cent  are  from 
government,  education,  and  industry. 

(b)  The  12,000  registrants  possess  an  estimated  17,675  X-ray  and 
fluoroseope  units. 

(c)  An  analysis  of  a  sample  of  registrants  reporting  nonmedical 
sources  of  radiation  showed  that :  75  per  cent  of  the  non- 
medical registrants  possess  radioactive  materials;  50  per  cent 
possess  radiation  machines ;  and  25  per  cent  possess  both  radio- 
active materials  and  radiation  machines.  More  than  one-third 
of  the  nonmedical  installations  dispose  of  some  radioactive 
wastes  (sewer,  burial,  commercial  service,  etc.). 

(d)  Based  on  other  data  (Atomic  Energy  Commission  licenses 
issued),  we  estimate  there  are  some  300  medical  installations 
which  possess  licensed  radioisotopes.  Not  included  in  this 
figure  are  those  using  only  unlicensed  radium. 

On  a  quantitative  basis  registration  returns  graphically  demonstrate 
that  radiation  sources  not  now  controlled  by  the  Atomic  Energy  Com- 
mission represent  by  far  the  largest  segment  of  California's  total  radia- 
tion problem. 

The  department's  radiation  program  as  it  is  now  conducted  has  some 
major  deficiencies.  From  the  viewpoint  of  health  hazard  its  most  im- 
portant limitation  is  that  it  is  solely  a  registration  program.  Thus  the 
program  provides  a  list  of  radiation  sourees,  especially  radiation  ma- 
chines, but  provides  no  guarantee  that  such  sources  are  in  safe  operat- 
ing condition. 

Mr.  Stead,  in  answer  to  the  question  posed  by  Chairman  Rumford 
relative  to  registration  of  a  machine  which  was  not  adequate  in  itself, 
stated : 

"Registration  is  an  information  gathering  procedure,  not  a  pro- 
cedure of  regulation." 
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Registration  does  proA'ide  for  some  measure  of  safety  in  that  it  in- 
duces applicants  to  evaluate  the  protective  equipment  available,  but 
such  precautions  are  usually  aimed  only  at  operator  safety.  In  addition 
most  applicants  are  not  technically  qualified  themselves  to  assess  the 
overall  safety  of  their  equipment.  It  is  entirely  possible  that  a  duly 
registered  radiation  machine  in  regular  use  in  a  doctor's  office  could 
expose  a  stenographer  in  an  adjoining  office  to  harmful  accumulations 
of  radiation.  Both  the  machine  operator  and  the  stenographer  would 
be  oblivious  of  the  fact  of  such  exposure. 

Testimony  presented  at  the  hearing  ^  indicated  that  the  City  of  Los 
Angeles  by  local  ordinance  has  adopted  enforceable  regulations  for  a 
fee-supported  regulatory  inspection  system  of  X-ray  installations  and 
other  radiation  sources.  The  question  of  inspection  by  the  Department 
of  Public  Health  on  a  statewide  fee-supported  basis  is  a  matter  for 
determination  by  the  Legislature.  The  Department  of  Public  Health 
feels  that  until  more  information  is  gathered,  further  steps  in  the  direc- 
tion of  regulation  should  not  be  pursued."^ 

A  suggested  solution  endorsed  by  representatives  of  labor,  dentistry, 
local  health  officers,  and  others  at  the  hearing  was  a  certification  re- 
quirement for  all  radiation  machines.  Under  such  a  plan  every  radia- 
tion source  would  have  to  be  inspected  and  certified  safe  upon  its  in- 
stallation and  periodically  thereafter.  The  certifying  agency  would  be 
an  accredited,  commerciai  firm  of  technical  competence  to  perform  such 
inspection.  This  procedure  is  closely  analogous  to  that  already  existing 
in  other  areas  in  which  the  fire  services,  for  example,  accept  certification 
of  materials  and  equipment  by  national  testing  agencies  or  laboratories. 
Certification  can  accomplish  its  goal  of  overall  safety  without  demand- 
ing additional  field  services  from  state  agencies,  and  still  leave  room 
for  a  considerable  measure  of  local  control,  if  local  jurisdictions  deter- 
mine that  some  special  requirements  are  necessary.  From  the  stand- 
point of  uniformity,  criteria  for  inspection  would  have  to  be  established 
by  the  Department  of  Public  Health  in  conjmution  with  their  registra- 
tion program. 

Environmental  Surveillance  Program 

In  its  1959  report  °  the  Assembly  Interim  Committee  on  Public 
Health  concluded  that  the  environmental  monitoring  program  of  the 
Department  of  Public  Health  was,  at  best,  minimal.  In  addition  to 
a  lack  of  comprehensive  sampling  the  program  was  hampered  by 
lack  of  routine  observation  of  major  watersheds  and  principal  waste 
disposal  systems.  The  department  was  granted  for  fiscal  1959-60,  funds 
for  a  program  of  substantially  increased  activities  in  radiological 
health,  and  by  October  1960  had  expanded  its  environmental  surveil- 
lance program.  Objectives  of  the  program  as  indicated  in  the  proposal 
requesting  funds  included : 

1.  To  detect,  measure,  record,  and  evaluate  the  total  radiation  ex- 
posure to  the  population  of  this  State. 

3  Ibid.  p.  52. 
*Ibid.  p.  53. 
s  "Atomic  Energy  Development  and  Radiation  Protection  in  California,"  Report  of  the 

Assembly  Interim   Committee  on   Public  Health,   Subcommittee   on  Air   Pollution 

and  Radiation  Protection,  February  1959. 
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2.  To  enable  official  agencies  to  take  necessary  action  to  protect  the 
population  during  periods  of  increased  intensity  of  radiation 
incident  to  industrial  accidents,  radioactive  fallout,  etc. 

3.  To  provide  advice  and  consultation  to  agencies,  communities,  and 
individuals,  concerning  radiological  health  problems. 

4.  To  furnish  to  official  agencies  basic  information  for  the  develop- 
ment of  long-range  programs  to  minimize  radiation  exposure  of 
the  population. 

5.  Continually  to  provide  the  public  with  factual  information  and 
authoritative  interpretation  of  data  concerning  radiological 
health. 

Due  to  problems  of  staff  recruitment,  procurement  of  necessary 
equipment,  and  establishment  of  a  radiological  laboratory,  the  program 
ran  several  months  behind  schedule.  Substantial  progress  has  been 
made  toward  a  comprehensive  surveillance  of  air,  rain,  ambient  radia- 
tion, snow,  surface  waters,  domestic  water  supplies,  waste  disposal  and 
agricultural  foodstuffs. 

Frank  M.  Stead,  Chief  of  the  Division  of  Environmental  Sanitation, 
outlined  their  broad  scale  program.*^ 

Environmental  Surveillance 

1.  Fixed  Stations — Twelve  monitoring  stations  have  been  estab- 
lished. Five  of  these  are  along  the  coast  from  Eureka  to  San 
Diego,  five  down  the  Central  Valley  from  Redding  to  El  Centro, 
and  one  in  the  Central  Sierras.  All  major  population  centers 
are  covered,  and  good  geographical  distribution  is  obtained.  At 
these  stations  the  following  media  are  routinely  sampled:  air, 
rain,  dry  fallout,  soil  and  vegetation.  Most  of  the  stations  are 
operated  by  local  health  agency  personnel. 

2.  Snow — With  the  co-operation  of  the  Department  of  Water  Re- 
sources, snow  samples  are  collected  monthly  from  10  locations 
throughout  the  snow  season. 

3.  Domestic  Water — Twenty-one  domestic  water  supplies  are  being 
sampled  routinely.  Ultimately  all  major  surface  water  supplies 
will  be  sami3led  on  a  regular  basis  along  with  selected  well 
supplies. 

4.  Sewage — Currently  sewage  sludge  and  effluent  samples  are  col- 
lected at  16  locations.  This  will  be  expanded  to  about  25.  Coverage 
will  be  obtained  for  all  major  population  centers  and  for  certain 
other  localities  where  special  activites  could  produce  significant 
radioactive  wastes  to  the  sewer  systems. 

5.  Food — The  following  foods  are,  or  will  be,  sampled  with  the  co- 
operation of  the  Departments  of  Agriculture  and  Fish  and 
Game : 

(a)  Milk  from  eight  large  milkshed  areas,  monthly. 

(b)  Eighty  samples  per  year  of  30  different  food  crops. 

(c)  Eggs  from  six  major  production  areas,  twice  yearly. 

8  Frank  M.  Stead,  Chief,  Division  of  Environmental  Sanitation,  State  Department  of 
Public  Healtli.  Testimony  before  Assembly  Subcommittee  on  Radiation  Protection, 
Assembly  Interim  Committee  on  Public  Health,  October  6-7,  1960,  pp.  36-38. 
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(d)  Fourteen   grains   and   animal  feeds,  yearly. 

(e)  It  is  planned  to  sample  extensively:  meat,  poultry,  shellfish, 
fish,  and  processed  food.  This  is  not  yet  in  operation. 

In  addition  to  this  broad  program  of  environmental  surveillance 
the  department  has  undertaken  special  surveillance  of  nuclear  reactor 
sites  and  other  major  atomic  installations.  The  program  involves  com- 
prehensive sampling  of  ejivironmental  media  in  the  vicinity  of  these 
installations  in  an  effort  to  check  on  variations  in  radiation  levels. 
Ideally  the  department  would  measure  the  amount  of  radioactivity 
at  a  site  location  before  construction  and  use  this  figure  as  a  basis  for 
comparison  of  later  radiation  levels.  The  ultimate  success  of  such  a 
program  will  depend  to  a  great  extent  upon  the  voluntary  co-operation 
of  operators  of  major  atomic  installations.  At  present  they  are  re- 
quested to  initiate  an  environmental  surveillance  program  on  their 
own  and  to  furnish  the  State  with  copies  of  their  results.  In  addition, 
department  personnel  may  collect  duplicate  samples  for  assay  in  their 
laboratory  in  order  to  assure  comparability  of  results  throughout  the 
State. 

A  proposal  to  require  operators  of  a  nuclear  reactor  or  other  installa- 
tion which  conceivably  could  cause  significant  environmental  radio- 
logical contamination,  to  institute  and  maintain  a  program  of  environ- 
mental monitoring  acceptable  to  the  State  Department  of  Public 
Health  deserves  further  study. 

Bureau  of  Radiological  Health 

Dr.  Malcolm  H.  Merrill,  Director,  Department  of  Public  Health,  es- 
tablished the  Bureau  of  Radiological  Health  within  the  Division  of 
Environmental  Sanitation  on  March  31,  1960.  The  primary  functions 
of  the  new  bureau  were  those  of : 

1.  Directing  and  co-ordinating  all  radiological  programs  carried  out 
by  all  units  of  the  department,  and 

2.  Providing  technical  direction  in  the  detection,  measurement,  and 
evaluation  of  ionizing  radiation  in  the  environment. 

The  necessity  to  create  such  a  bureau  is  ' '  prima  facie ' '  evidence  of  the 
increasing  importance  of  ionizing  radiation  as  a  potential  health  hazard 
and  of  the  concerted  effort  necessary  to  check  continually  all  radio- 
logical sources.  The  newness  of  this  bureau  precludes  a  comprehensive 
assessment  of  its  program  in  this  report. 

STATE  FIRE  MARSHAL 

The  1959  Session  of  the  Legislature  enacted  Assembly  Bill  413  re- 
lating to  the  transportation  of  radioactive  materials.  The  act  added  to 
the  California  Vehicle  Code,  Sections  33000-33002,  which  charged  the 
State  Fire  Marshal  with  the  responsibility  of  preparing  regulations 
for  the  transportation  of  radioactive  materials.  Accordingly,  the  State 
Fire  Marshal  is  presently  compiling  such  regulations,  patterned  directly 
after  those  of  the  Interstate  Commerce  Commission,  and  hopes  to  pre- 
sent them  for  adoption  early  in  1961. 
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The  Fire  Marshal,  however,  is  uneasy  over  the  placement  of  such 
responsibility  in  his  office.  Mr.  Ormond  Stull,  Deputy  State  Fire  Mar- 
shal, in  his  testimony  before  the  committee  "^  stated : 

"We  feel  that  this  authority  should  be  transferred  from  the 
State  Fire  Marshal's  office  to  some  other  state  agency  such  as 
Public  Health  which  has  trained  personnel  Avho  we  feel  could  better 
administer  this  act. 

"An  incident  involving  radioactive  material  is  not  a  fire  hazard 
as  such  but  a  hazard  from  possible  poisoning  of  people  who  may 
be  in  the  vicinity.  This  is  distinctly  a  health  hazard." 

At  present  the  personnel  of  the  Fire  ]\|arshars  office  lack  intensive 
training  in  radiation  detection  and  radiological  safety.  Although  a 
staff  of  competent  personnel  could  be  recruited,  such  a  step  would  seem 
needless  duplication  inasmuch  as  the  same  highly  specialized  personnel 
are  already  available  through  the  Department  of  Public  Health.  In 
addition  assignment  of  this  responsibility  to  the  Fire  Marshal  has 
apparently  created  an  area  of  concurrent  jurisdiction  with  the  Fire 
Marshal  and  the  Department  of  Public  Health.  Because  radiation  is 
always  a  potential  health  hazard,  the  Department  of  Public  Health 
would  retain  some  jurisdiction  over  radiation  sources  even  while  they 
were  being  transported  in  accordance  with  regulations  from  the  Fire 
Marshal.  In  light  of  these  cousiderations  the  Fire  Marshal  feels  that 
his  staff  would  be  unable  to  do  as  effective  a  job  in  regulating  the  trans- 
port of  radioactive  materials  as  would  the  Department  of  Public  Health. 

THE  CO-ORDINATOR  OF  ATOMIC  ENERGY  DEVELOPMENT  AND 
RADIATION  PROTECTION 

Prior  to  1959  there  was  no  statewide  control  of  radiological  sources 
even  though  a  number  of  state  agencies  had  undertaken  programs  per- 
taining to  radioactive  materials.  In  addition  there  was  no  uniform 
means  of  communication  or  co-ordination  in  this  field  among  state  agen- 
cies or  between  the  State  and  the  federal  government.  An  initial  step 
in  preparing  the  State  for  meeting  the  problems  created  by  the  rapidly 
increasing  uses  of  radiation  was  taken  with  the  enactment  of  AB  1403, 
introduced  by  members  of  the  Assembly  Public  Health  Committee.  The 
principal  provisions  of  the  act  established  the  following  administrative 
subdivisions : 

7.   Ihe  Office  of  Co-ord/nafor  of  Afom.x  Energy  Development  and 
Radiation  Protection 
The  co-ordinator  was  authorized  to : 

(a)  Advise  the  Governor  in  this  area  of  concern, 

(b)  Provide  necessary  liaison  for  the  State  with  the  federal  gov- 
ernment and  with  other  states, 

(c)  Co-ordinate  the  programs  of  state  agencies  and  of  local  juris- 
dictions relating  to  atomic  energy, 

''  Ormond  Stull,  Deputy  State  Fire  Marshal.  Testimony  before  Assembly  Interim  Com- 
mittee on  Public  Health,  Subcommittee  on  Radiation  Protection,  October  6-7,  1960, 
pp.  58-61. 
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(d)  Review,  prior  to  their  adoption,  all  regulations  issued  by  state 
agencies  pertaining  to  radiation  sources. 

(e)  Keep  the  Governor  and  state  agencies  informed  of  developments 
involving  atomic  energy, 

(f)  Disseminate  information  to  the  public,  and 

(g)  Report  to  the   Governor  and  the  Legislature   at   each  regular 
session. 

2.  The  Departmental  Co-ordinating  Committee 

This  committee,  composed  of  heads  of  various  state  departments  and 
agencies,  meets  upon  the  call  of  the  co-ordinator  and  exists  primarily 
to  assist  him  in  the  co-ordination  and  development  of  relevant  inter- 
agency and  interdepartmental  programs  pertaining  to  atomic  energy 
development  and  radiation  protection. 

3.  An  Advisory  Council 

This  group  is  basically  a  citizens'  committee  whose  primary  purpose 
is  to  evaluate  the  programs  of  the  various  state  departments  and  agen- 
cies and  report  directly  to  the  Governor. 

In  this  instance  the  co-ordinator  acts  as  secretary,  and  the  Governor 
selects  the  chairman  from  among  his  nine  appointed  members  from 
each  of  the  following  fields:  industry,  labor,  medicine,  education,  sci- 
ence and  technology,  agriculture,  insurance,  city  government,  and 
county  government. 

Activities  of  the  Co-ordinator 

All  agencies  of  government,  civic  and  technical  groups,  involved 
with  atomic  energy  or  radiation  protection  are  unanimous  in  their 
endorsement  of  the  Office  of  Co-ordinator.  The  consensus  is  that  the 
co-ordinator  has  been  effective  in  bringing  together  the  various  state 
and  private  groups,  and  in  supplying  them  with  information  which 
otherwise  would  have  been  unavailable.  On  a  national  level  both  the 
Atomic  Energy  Commission  and  the  Joint  Committee  on  Atomic  Energy 
of  the  Congress  have  called  upon  the  co-ordinator  to  express  statewide 
views  upon  which  California  would  otherwise  have  been  forced  to  re- 
main mute.^  Any  assessment  of  the  Office  of  the  Co-ordinator  must 
conclude  that  it  has  served  as  a  most  successful  clearing  house  for  all 
matters  involving  atomic  energy  or  ionizing  radiation.  It  must  be  noted, 
however,  that  in  spite  of  the  demonstrated  necessity  of  this  co-ordinat- 
ing function,  the  co-ordinator  operates  under  severest  staff  limitations. 
At  present  he  runs  a  one-man  office  and  has  only  secretarial  assistance. 
Increasing  demand  for  the  services  of  the  co-ordinator  has  exceeded, 
and  will  continue  to  exceed,  the  level  at  which  it  is  physically  possible 
for  one  man  to  respond.  The  statute  establishing  the  position  of  co- 
ordinator, for  example,  directs  him  to  tend  to  public  education  in 
matters  pertaining  to  radiation  and  radiological  sources.  Such  an 
enjoinder  could  be  admirably  fulfilled  by  a  monthly  newsletter.  Dr. 

8  Committee  hearings,  Subcommittee  on  Radiation  Protection,  Assembly  Interim  Com- 
mittee on  Public  Health,  October  6-7,  1960.  Transcript,  October  6,  pp.  3-86;  Octo- 
ber 7,  pp.  2-37. 
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Frances  W.  Herring',^  Public  Administration  Analyst  Avith  the  Uni- 
versity of  California,  stated  in  her  testimony  before  the  committee: 
"What  we  want  to  avoid  is  the  kind  of  scare  which  arose  in 
November  1959  over  the  report  that  cranberries  in  the  market 
carried  residues  of  a  spray  considered  by  health  authorities  to  be 
dangerous  when  eaten.  Casual  discovery  of  items  of  great  public 
interest  can  become  scare  news,  especially  when  the  items  are  not 
accompanied  by  adequate  background  information;  whereas  the 
regular  release  of  accurate  data  by  the  responsible  authorities 
should  tend  to  build  the  public's  confidence  that  its  health,  safety, 
and  welfare  are  in  competent  hands. 

"Partly  in  order  to  meet  these  obligations,  then,  I  suggest  that 
the  Atomic  Energy  Co-ordinator  issue,  perhaps  monthly,  a  routine 
information  bulletin,  sent  automatically  to  state  agencies,  mayors, 
councilmen,  and  county  supervisors,  and  made  available  on  request 
to  any  other  interested  agency  or  individual." 

Lack  of  technical  assistance  has  left  the  co-ordinator  no  time  to 
prepare  such  a  vehicle  and  thus  has  hampered  the  kind  of  local  and 
public  education  the  law  envisions.  As  the  users  of  atomic  energy  in- 
crease and  the  demands  upon  the  co-ordinator 's  office  increase,  such 
a  need  may  be  expected  to  increase  proportionately^ 

Briefly,  the  co-ordinator  has  engaged  in  the  following  general  activi- 
ties during  the  first  term  his  office  has  functioned : 

Information  Service.  Informing  the  Governor  on  the  effects  of 
fallout;  disseminating  information  on  the  effects  of  strontium-90  in 
milk;  speaking  engagements — Governor's  Conference  on  Industrial 
Safety,  California  Democratic  Council,  and  other  civic  and  tech- 
nical groups;  disseminating  information  on  atomic  energy  and 
radiation  to  various  news  media. 

Labor  BeJations.  Conferences  with  legal  authorities  and  with 
the  Industrial  Accident  Commission  on  the  subject  of  workmen's 
compensation  as  it  relates  to  radiation  hazards. 

Technical  Assistance.  Supplied  to  the  State  Fire  Marshal  in 
his  recently  acquired  statutory  responsibility  for  the  transport  of 
radioactive  materials;  supplied  to  AEC  licensees  and  contractors 
in  problems  relating  to  ocean  waste  disposal  operations. 

Intergovernmental  Relations.  Discussion  with  various  city  and 
county  officials  concerning  radiation  safety  programs;  conference 
with  Long  Beach  City  Health  Office  to  delineate  local  and  state 
responsibilities;  conference  with  Los  Angeles  Harbor  District  on 
proposed  revision  of  a  local  ordinance  regulating  movement  of 
radioactive  wastes  through  the  harbor;  clarifying  problems  of 
radioactive  waste  removal  with  the  city  council  of  Antioch ;  con- 
ference with  U.  S.  Coast  Guard  and  Bay  area  port  authorities  to 
discuss  movement  of  radioactive  cargoes  through  the  Bay  area 
ports;  suggestion  of  criteria  for  selecting  nuclear  reactor  sites 
submitted  to  Joint  Committee  on  Atomic  Energy  of  the  Congress ; 
discussed  with  AEC  licensing  requirements  for  certain  radioactive 
waste  disposal  operations. 

9  Dr.  Frances  W.  Herring,  Public  Administration  Analyst,  Bureau  of  Public  Adminis- 
tration, University  of  California,  testimony  before  Assembly  Interim  Committee 
on  Public  Health,  Subcommittee  on  Radiation  Protection,   October  6,  1960,  p.   66. 
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Interagency  Co-ordination.  Co-ordination  of  conference  of  in- 
terested state  agencies  to  discuss  criteria  for  choice  of  sites  for 
nnclear  reactors  and  possible  hazards  arising  from  their  operation ; 
determination  with  the  State  Attorney  General's  Officeof  the  type 
of  state  legislation  which  would  be  required  to  permit  the  State 
to  assume  some  of  the  regulatory  authority  now  exercised  by  the 
AEC;  co-ordinate  the  inspection  systems  of  the  Department  of 
Public  Health  and  the  Division  of  Industrial  Safety;  advising 
the  Department  of  Public  Health  in  formulating  regulations  and 
inaugurating  a  program  for  registration  of  radiation  sources. 
Robert  C.  Thorburn/o  representing  General  Electric  Company, 
stated : 

"General  Electric  Company  recently  conducted  a  nationwide 
public  opinion  survey  that  confirmed  the  fact  that  'progress  in 
atomic  pursuits  is  no  longer  solely  dependent  upon  the  technical 
competence  of  a  knowledgeable  few  but  depends  upon  the  under- 
standing, acceptance  and  confidence  of  an  as  yet  unknowledgeable 
public'  Our  survey  showed  acceptance  of  atomic  power  installa- 
tions is  generally  higher  in  the  West,  which  is  a  compliment  to 
Colonel  Grendon  and  his  educational  program,  but  a  great  deal 
still  needs  to  be  done.  We  therefore  urge  the  State  to  join  industry 
and  the  AEC  in  intensive  public  education  efforts  to  lift  the  general 
level  of  public  understanding. ' ' 

10  Robert  C  Thorburn,  Manager,  Health  and  Safety,  Atomic  Power  Equipment  Depart- 
ment General  Electric  Company,  San  Jose,  California.  Testimony  before  Assembly 
Interim  Committee  on  Public  Health,  Subcommittee  on  Radiation  Protection, 
October  6,  1960,  p.  88. 
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REAPPORTIONMENT  OF  CONTROL  OVER 
ATOMIC  MATERIALS 

THE  FEDERAL  GOVERNMENT-ATOMIC  ENERGY  COMMISSION 
JURISDICTION  OVER  NUCLEAR  MATERIALS 

The  unique  circumstances  attending  the  harnessing  and  development 
of  atomic  power  have  resulted  in  an  equally'  unique  pattern  of  regula- 
tions for  atomic  materials.  Traditionally^  regulatory  powers  invoked  in 
the  name  of  public  health  and  safety  have  developed  first  at  a  local  level 
because  the  circumstances  justifying  them  were  local  in  nature.  In 
each  case  as  the  scope  of  the  regulated  activity  expanded,  the  state 
entered  the  field  to  preserve  intra-state  regulatory  uniformity.  Further 
expansion  brought  federal  regulation  for  the  sake  of  inter-state  uni- 
formity. In  the  case  of  atomic  materials  the  traditional  local-state- 
federal  regulatory  progression  was  reversed.  First  developed  by  the 
federal  government  for  military  purposes,  atomic  energy  remained  for 
several  years  almost  an  exclusive  federal  domain.  The  Atomic  Energy 
Act  of  1946  first  defined,  in  general  terms,  the  federal  program  with 
respect  to  atomic  energy ;  but  it  was  not  until  the  Atomic  Energy  Act 
of  1954  opened  the  way  for  participation  by  private  enterprise  that 
there  was  any  legal  way  for  industry  to  construct  and  operate  nuclear 
reactors.^ 

Atomic  Energy  Legislation 

^  The  Atomic  Energy  Act  of  1946  was  designed  to  prevent  any  indi- 
vidual or  private  agency  from  obtaining  an  amount  of  fissionable  ma- 
terial "sufficient  to  construct  a  bomb  or  other  military  weapon."  It 
did  permit  the  Atomic  Energy  Commission  which  was  created  by  it  to 
distribute  under  license  limited  amounts  of  the  type  of  material  which 
is  known  as  "special  nuclear  material"  (SNM),  and  to  authorize  pos- 
session under  license  of  the  "source  material"  from  which  these  special 
nuclear  materials  are  derived.  Source  material  then  consists  of  uranium, 
thorium,  and  such  natural  minerals  from  which  the  fissionable  isotopes 
uranium  235  and  uranium  234  and  233  and  the  artificially  produced 
element  plutonium  are  extracted.  These  isotopes  of  uranium  and  the 
element  plutonium  constitute  the  special  nuclear  materials. 

The  act  also  provided  for  the  distribution  under  license  of  ' '  byproduct 
material,"  radioactive  materials  that  are  produced  in  the  course  of 
nuclear  fission  or  made  radioactive  by  exposure  to  the  fissioning  ma- 
terial. This  term,  by]iroduct  material,  refers  to  radioisotopes  Avhich  are 
widely  used  for  medical  purposes  either  diagnostically  or  for  therapy. 
Industry  also  employs  radioisotopes  widely  in  research  and  control  of 
processes ;  for  example,  to  control  the  thickness  of  paper  or  the  density 
of  cigarettes. 

Under  the  terms  of  the  1954  act  the  restriction  on  the  amounts  of 
special  nuclear  material  was  relieved  so  that  enough  of  such  materials 

^Atomic  Energ-y  Act,  U.S.  Code  Annotated,  Title  42,  Sec.  2011  et  seq. 
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to  permit  the  operation  of  a  nuclear  reactor  could  be  possessed  by  a 
private  firm  or  individnal  under  license.  However,  all  rights,  title,  and 
interest  in  such  materials  remain  the  property  of  the  United  States.^ 
The  Atomic  Energy  Commission  can  issue  licenses  for  the  possession 
of  special  nuclear  material  to  qualified  applicants.^  In  the  ease  of  source 
and  byproduct  materials,  although  the  federal  government  did  not 
retain  title  to  all  such  materials,  it  maintained  the  exclusive  right  to 
license  users  of  them.-*  Additional  provisions  of  the  act  further  vest 
authority  and  responsibility  for  protection  of  the  public  health  and 
safety  in  the  Atomic  Energy  Commission.^ 

In  spite  of  these  provisions  the  extent  to  which  the  federal  govern- 
ment had  pre-empted  this  field  in  the  interest  of  health  and  safety  re- 
mained in  doubt.  If  the  act  evinced  the  federal  government's  intention 
to  occupy  this  field  completely,  then  the  states  probably  could  not  val- 
idly legislate.  Although  there  were  various  oblique  references  which 
would  support  federal  pre-emption,  the  1954  act  lacked  any  clear  state- 
ment to  this  effect. 

1959  Amendmenf  to  the  Atomic  Energy  Act 

This  situation  was  remedied  to  a  great  extent  by  a  1959  amendment 
to  the  Atomic  Energy  Act.  During  the  1954-1959  period  many  states 
had  shown  increasing  interest  in  the  atom.  In  fact  a  number  of  states 
had  rather  hesitantly  adopted  state  atomic  energy  laws  and  regulations. 
As  the  question  of  federal  pre-emption  became  more  pressing,  Congress 
acted  to  settle  the  issue  by  adopting,  in  September  1959,  an  amendment 
to  the  Atomic  Energy  Ac't.*5  The  amendment  authorized  the  Commission 
to  enter  into  agreements  with  the  Governor  of  any  state  providing  for 
the  discontinuance  within  that  state  of  federal  regulatory  authority 
over  certain  classes  of  fissionable  materials  and  radioactive  materials. 
Under  the  terms  of  the  amendment  the  Commission  is  authorized  to 
enter  into  such  agreements  if : 

(1)  The  Governor  of  that  state  certifies  that  the  state  has  a  program 
for  the  control  of  radiation  hazards  adequate  to  protect  the  pub- 
lic health  and  safety  with  respect  to  the  materials  within  the 
state  covered  by  the  proposed  agreement,  and  that  the  state  de- 
sires to  assume  regulatory  responsibility  for  such  materials ;  and 

(2)  The  Commission  finds  that  the  state  program  is  compatible  with 
the  Commission's  program  for  the  regulation  of  such  materials 
and  that  the  state  program  is  adequate  to  protect  the  public 
health  and  safety  with  respect  to  the  materials  covered  by  the 
proposed  amendment."^ 

At  the  same  time  the  Commission  was  specifically  precluded  from 

entering  into  any  agreement  which  provided  for  discontinuance  of  any 

of  its  "authority  and  responsibility"  with  respect  to  the  regulation  of: 

(1)   The  construction  and  operation  of  any  production  or  utilization 

facility    (i.e.   a  reactor  or  a  plant  for  chemical  processing  of 

nuclear  fuels)  ; 

2  U.S.  Code  Annotated,  Title  42,  Sees.  2012h  and  2072. 

3 /bid.  Sec.  2073. 

^  Hid.  Sees.  2092  and  2111. 

^Ibicl.  Sees.  2073,  2093,  2099,  2111  and  2201. 

8  Publie  Law  86-373  ;  73  Stat.  688.  See  Appendix  I  for  a  copy  of  the  amendment. 

7  U.S.  Code  Annotated,  Title  42,  Sec.  2021d. 
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(2)  The  export  from  or  import  into  the  United  States  of  byproduct, 
source,  or  special  nuclear  material,  or  of  any  production  or  uti- 
lization facility; 

(3)  The  disposal  into  the  ocean  or  sea  of  byproduct,  source,  or  special 
nuclear  waste  materials  as  defined  in  regulations  or  orders  of  the 
Commission ; 

(4)  The  disposal  of  such  other  byproduct,  source,  or  special  nuclear 
material  as  the  commission  determines  by  regulation  or  order 
should,  because  of  the  hazards  or  potential  hazards  thereof,  not 
be  disposed  of  Avithout  a  license  from  the  commission.^ 

Thus  the  law  applies  to  some  but  not  to  all  atomic  energy  activities 
now  regulated  exclusively  by  the  Commission.  Principally  it  applies  to 
radioisotopes  whose  use  and  federal  licensure  is  widespread  but  whose 
potential  hazard  is  local  and  limited.  In  the  case  of  these  isotopes,  more- 
over, radiation  hazards  are  similar  to  those  from  other  radiation  sources 
already  subject  to  regulation  by  the  states,  such  as  X-ray  machines  and 
radium.  The  amendment  in  effect  draws  a  line  betAveen  the  types  of 
activities  deemed  appropriate  for  individual  states  at  this  time  and 
other  areas  in  which  federal  regulation  is  still  necessary.  Specifically 
under  the  provisions  of  the  amendment  a  state  could  acquire  jurisdic- 
tion over  byproduct  materials,  source  materials  and  special  nuclear 
materials  in  quantities  not  sufficient  to  form  a  critical  mass.^ 

It  is  evident  from  the  terms  of  the  amendment  that  the  Atomic 
Energy  Commission  has  the  authority  and  responsibility  to  regulate 
these  nuclear  materials  for  the  protection  of  public  health  and  safety. 
In  the  absence  of  an  agreement  between  the  governor  of  a  state  and 
the  Atomic  Energy  Commission,  however,  it  does  not  mean  that  the 
state  is  powerless  to  protect  public  health  from  dangers  incident  to  the 
possession  and  use  of  such  materials.  The  state  could  still  legislate  for 
the  public  health  and  safety  if  such  measures  did  not  attempt  to  regu- 
late or  control  the  possession  of  source,  byproduct  or  special  nuclear 
materials.  A  state  could,  for  example,  prohibit  persons  not  so  author- 
ized from  coming  dangerously  close  to  atomic  facilities. 

The  federal  government,  in  addition,  would  retain  certain  rights  of 
pre-emption  even  after  it  had  entered  into  an  agreement  with  a  state. 
The  Commission  retains  the  authority,  upon  its  own  initiative,  after 
reasonable  opportunity  for  a  hearing,  to  terminate  or  suspend  its  agree- 
ment with  the  state  and  reassert  its  licensing  and  regulatory  authority 
if  it  determines  such  action  is  required  to  protect  the  public  health 
and  safety.i*^  Similarly,  a  state  that  has  entered  into  such  an  agree- 
ment may  voluntarily  terminate  it. 

The  Siate 

Prom  the  viewpoint  of  the  State  of  California  the  first  considera- 
tion with  reference  to  such  a  transfer  of  jurisdiction  is  the  considera- 
tion of  desirability.  In  general,  the  idea  of  transfer  of  jurisdiction  has 

«  Thid.  Sec.  2021c. 

9  "Critical  mass" — fissionable  materials  of  this  type  if  brought  together  in  sufficient 

quantities  will  produce  a  fission  reaction.  Uncontrolled,  such  a  reaction  becomes 
a  nuclear  explosion  ;  controlled,  e.g.  in  a  reactor,  it  is  a  source  of  power.  The 
term  "critical  mass"  refers  to  the  quantity  of  any  given  nuclear  materia]  neces- 
sary to  initiate  such  a  reaction. 

10  U.S.  Code  Annotated,  Title  42,  Sec.  2021j. 
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had  a  history  of  state  support.   The  impetus  for  the  enactment  of 
Public   Law   86-373   came   initially   from   the   states.   As  recently   as 
June  26,  1960  California  supported  the  followino-  resolution  adopted 
by  the  52d  Annual  Governors  Conference. 
"State  Regulation  of  Nuclear  Material 

"Whereas  in  1959  Congress  amended  the  Atomic  Energy  Act  of 
1954  to  establish  a  procedure  whereby  states  may  assume  the 
regulation  of  byproduct,  source  and  special  nuclear  materials  in 
the  interests  of  health  and  safety ;  and 

"Whereas  criteria  have  been  drafted  and  suggested  state  legis- 
lation is  being  developed  to  establish  the  necessary  state  legislative 
and  administrative  framework  within  which  states  may  perform 
these  regulatory  functions; 

"Now,  therefore,  he  it  resolved  That  each  state  examine  its  pres- 
ent statutory  authority  and  administrative  structure  and^  take 
whatever  steps  are  necessary  so  that  when  desirable  and  practicable 
the  state,  by  agreement  with  the  Atomic  Energy  Commission,  may 
assume  regulation  of  byproduct,  source  and  special  nuclear  ma- 
terials. ' ' 

Such  a  transfer  is  particularly  meaningful  and  justifiable  if  it 
occurs  as  part  of  a  general  pattern  of  statewide  radiation  control. 
Because  of  a  steady  increase  within  the  state  of  medical  and  indus- 
trial uses  of  radiation  sources,  the  sources  now  regulated  by  the 
Atomic  Energy  Commission  account  for  a  relatively  small  proportion 
of  the  total  radiation  exposure  of  the  population.  Frank  Stead,  Chief 
of  the  Division  of  Environmental  Sanitation,  State  Department  of 
Public  Health,  reporting  on  the  required  registration  of  radiation 
sources  stated  that : 

"...  radiation  sources  not  now  controlled  by  AEC  represent  by 
far  the  largest  segment  of  the  total  (radiation)  problem  on  a 
quantitative  basis.  Clearly  a  critical  question  for  the  Legislature 
is  to  determine  to  Avhat  extent  these  sources  should  be  regu- 
lated.  .  .  ."11 

It  is  also  a  fact  that  any  state  regulatory  program  would  have  to 
deal  with  the  same  types  of  materials  which  are  controlled  by  the 
AEC.  Alexander  Grendon,  State  Co-ordinator  of  Atomic  Energy  De- 
velopment and  Radiation  Protection,  has  explained  the  difference  be- 
tween state  and  AEC  jurisdiction. 

"What  the  federal  government  is  concerned  with  .  .  .  is  the 
authority  it  is  prepared  to  relinquish  over  certain  materials. 
These  are  by  no  means  the  only  sources  of  radiation. ^  We  have 
long  been  acquainted  with  natural  radioactive  materials  (such 
as)  radium  and  thorium.  ...  We  have  long  used  X-ray  instru- 
ments. We  have  particle  accelerators,  such  as  cyclotrons  and  beta- 
trons, and  linear  accelerators,  and  we  have  radiation  in  the  form 
of  X-rays  coming  from  vacuum-type  tubes  used  in  some  radar 
sets.  (Thus)  we  have  problems  with  respect  to  X-ray  and  radio- 
active materials  that  have  been  no  concern  of  the  AEC. 

u  Frank   Stead,    testimony   before    Subcommittee    on   Radiation    Protection,    Assembly 
Interim  Committee  on  Public  Health,  October  6-7,  1960,  Transcript,  p.  35. 
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"The  ABC  has  been  concerned  wtih  what  has  been  developed 
from  the  wartime  use  of  fissionable  materials.  .  .  .  They  dis- 
covered that  fission,  i.e.,  the  splitting  of  certain  atoms,  could  be 
controlled  and  made  a  source  of  controlled  power  and  that  also 
in  the  course  of  this  fission  process  some  radioactive  materials 
were  produced  and  that  in  addition  .  .  .  this  fission  process  can 
be  used  to  make  other  materials  radioactive.  What  the  AEC  licens- 
ing program  controls  are  these  radioactive  materials.  Precisely 
the  same  radioactive  substance,  precisely  the  same  radioisotope, 
if  produced  in  a  cyclotron  .  .  .  and  if  produced  in  a  reactor  .  .  . 
occupy  two  different  statuses.  The  piece  of  material  that  came 
out  of  the  cyclotron  is  in  the  Staters  jurisdiction;  the  AEC  has 
never  exercised  control  over  it  and  doesn't  propose  to.  .  .  .  The 
piece  of  this  same  material  that  came  out  of  a  reactor  is  sub- 
ject to  AEC  licensing.  One  would  hardly  say,  therefore,  that 
(the  State)  should  contemplate  a  program  to  license  the  handling 
and  use  of  one  piece  of  this  material  and  ignore  the  control 
of  the  other.  "12 

Because  of  the  physical  identity  of  nuclear  materials  now  controlled 
by  the  AEC  with  those  which  the  State  would  have  to  regulate  in 
any  statewide  radiation  control  program,  California's  acceptance  of 
the  proffered  AEC  jurisdiction  would  preclude  any  artificial  limits 
to  such  a  program.  A  distinction  between  nuclear  materials  based  on 
their  origins  rather  than  their  use  seems  administratively  purposeless. 
Of  much  more  practical  value  is  the  approach  which  would  enable 
the  State  to  exercise  control  over  all  radiation  sources  whose  effects 
are  primarily  local  and  thus  of  immediate  concern  to  the  State.  The 
proposed  transfer  of  AEC  jurisdiction  over  source,  byproduct  and 
special  nuclear  materials  is  designed  to  effect  just  such  a  program. 

In  addition  to  the  fact  that  radiation  control  is  a  matter  of  local 
health  and  safety,  there  is  another  obvious  advantage  to  state  regula- 
tion, viz.,  that  the  regulatory  body  is  closer  to  the  object  of  control  and 
thus  in  a  position  to  provide  a  more  vigorous  program  of  enforcement. 
Commenting  on  this  point,  Charles  F.  Eason,  Counsel  for  Federal-State 
Relations,  United  States  Atomic  Energy  Commission  observed, 

"...  in  California  .  .  .  now  if  you  have  a  problem  which  can- 
not be  settled  or  discussed  completely  at  the  field  office  level,  it 
has  to  go  back  to  Washington  for  resolution.  ( If  the  state  accepted 
the  proposed  jurisdictional  transfer),  this  of  course,  would  no 
longer  be  necessary  and  you  would  have  a  closer  working  relation- 
ship with  your  own  people. ' '  ^^ 

Alexander  Grendon  amplified  this  same  point : 

"Regulation  involves  detailed  work  that  must  be  accomplished 
on  the  scene.  When  the  agencies  that  control  the  whole  program 
are  within  the  state,  that  control  becomes  much  more  direct  and 
much  more  vigorous.  It  can  lose  vigor  with  distance.  When,  for 


'^  Alexander  Grendon,  testimony  before  Subcommittee  on  Radiation  Protection,  Assem- 
bly Interim  Committee  on  Public  Health,  August  18-19,  1960.  Transcript  pp. 
53-54. 

"  Subcommittee  hearing,  August  18-19,  1960,  Transcript  p.  21. 


RADIATION  PROTECTION  IN  CALIFORNIA 


25 


example,  the  Atomic  Energy  Commission's  inspectors  have  to  pre- 
sent a  report  in  writing  to  people  in  Washington  who  must  at  that 
distance  try  to  evaluate  the  matter  or  when  a  hearing  examiner 
must  proceed  from  point  to  point  to  maintain  a  schedule  of 
hearings,   the   problem   of   enforcement   and   control   is   far   more 
difficult  than  when  in  the  hands  of  local  agencies.  .  .  .  The  ad- 
vantage of  control  in  state  and  local  hands  means  that  people  who 
are  acquainted  with  people  in  the  places  involved  deal  with  the 
problems  and  can  accomplish  their  purpose  without  having  to  re- 
sort to  formal  enforcement  action.  The  United  States  Public  Health 
Service  stands  in  relation  to  state  health  departments  and  other 
health  agencies  in  public  health  matters  much  as  the  AEC  presum- 
ably would  stand  with  respect  to  radiation  activities,  if  the  state 
undertook  a  regulatory  program. ' '  ^^ 
The  key  issue  involved  in  ascertaining  the  desirability  of  such  a  juris- 
dictional transfer  is  the  nature  of  the  radiation  program  demanded  by 
a  state's  current  development.  If,  for  example,  a  state  does  not  yet  need 
a  regulatory  program  for  radiation  sources  similar  to  those  already 
controlled  by  the  Atomic  Energy  Commission,  jurisdictional  transfer 
would  accomplish  little  from  the  state's  viewpoint.  If,  on  the  other 
hand,   a  state   already   regulates,   or   is   contemplating   regulation   ot, 
radiation  sources  not  under  AEC  jurisdiction,  there  is  much  to  be  said 
for  the  proffered  jurisdictional  transfer.  In  the  latter  instance  such  a 
step  would  be  necessary  for  a  comprehensive  state  regulatory  program 
over  all  similar  radiation  sources. 

CALIFORNIA'S  RADIOLOGICAL  PROGRAM 

At  the  present  time  California  does  not  have  a  comprehensive  regula- 
tory program  for  radiation  sources.  Alexander  Grendon  has  best  sum- 
marized the  elements  of  control  which  do  exist : 

"What  the  State  of  California  has  at  present  in  the  way  of  con- 
trol and  regulation  is  the  result  of  a  succession  of  measures.  Our 
Division  of  Industrial  Safety  in  the  Department  of  Industrial  Re- 
lations was  in  fact  the  first  state  agency  the  country  over  to  set  up 
regulations  regarding  radiation  hazards  in  their  Safety  Orders — 
Title  8,  Group  6  of  the  Administrative  Code.  The  Group  6  Safety 
Orders' were  first  established  in  1950  and  revised  in  1955. 

"  .  .  .our  Department  of  Public  Health  has  certain  measures 
in  the  statutes  that  have  given  it  control  to  an  indeterminate  extent 
of  some  aspects  of  radiation  safety,  particularly  following  from  the 
statute  .  .  .  which  set  up  my  office  (Coordinator  of  Atomic 
Energy  Development  and  Radiation  Protection)  and  simulta- 
neously prescribed  that  the  Department  of  Public  Health  should 
set  up  a  registration  program  for  all  sources  of  radiation  withm 
the  state.i^  ...  It  is  not  a  regulatory  program ;  it  is  not  a  licens- 
ing program;  it  doesn't  have  any  teeth  in  it;  but  it  does  require 
everyone  who  has  a  source  of  radiation  to  supply  information 
about  it,  and  this  is  the  beginning  ...  of  appropriate  regula- 
tion, "i'^ 

w/ftid.  pp.  59-60.  „.„„„ 

IB  Health  and  Safety  Code,  Division  20,  Sec.  25780. 
M  Subcommittee  hearings,  August  18-19,  1960,  Transcript  pp.  49-50. 
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To  say  that  California  has  no  total  radiological  program  is  not  to 
say  that  the  State  is  ill-equipped  to  assume  jurisidiction  now  exercised 
by  the  AEC.  Mr.  Grendon  has  made  it  quite  clear  that  existing  admin- 
istrative and  staff  groups  are  competent  to  assume  the  functions  which 
the  AEC  contemplates  releasing. 

"...  The  administrative  and  clerical  help  that  are  required 
in  the  AEC  San  Francisco  operations  office  are  already  present 
in  our  Department  of  Public  Health  or  our  Division  of  Industrial 
Safety,  There  is  no  need  for  additional  administrators  because 
(existing  personnel)  are  already  involved  in  maintaining  the  pub- 
lic health  and  welfare  with  respect  to  radiation  hazard. 

"In  other  words,  since  there  are  a 'number  of  activities  in  (the 
Department^  of  Public  Health)  and  the  Division  of  Industrial 
Safety  requiring  the  maintenance  of  a  technically  qualified  staff, 
we  are  only  speaking  of  augmenting  an  existing  program  when  we 
speak  of  undertaking  (the  AEC  offer)."  ^'^ 

In  terms  of  cost  Mr.  Grendon  estimates  that  the  licensing  and  regu- 
latory activities  now  exercised  by  the  AEC  over  the  approximately 
1,000  California  radiation  sources  under  their  jurisdiction  could  be 
assumed  by  the  State  at  an  annual  expense  of  $150,000  to  $200,000.^8 
For  a  total  program  of  licensing  and  inspection  the  cost  to  the  State  as 
estimated  by  a  subcommittee  of  the  Departmental  Co-ordinating  Com- 
mittee on  Atomic  Energy  Development  and  Radiation  Protection  was 
$450,000.  The  possibility  of  meeting  these  costs  by  a  license  or  inspec- 
tion fee  to  be  paid  by  each  applicant  was  noted. 

If  the  State  should  require  assistance  in  developing  a  suitable  radia- 
tion program,  the  AEC  will  provide  training  for  state  personnel  in- 
cluding : 

(1)  An  on-the-job  training  program  for  orientation  and  experience 
in  licensing,  compliance  and  enforcement  functions,  as  well  as 
field  inspections ; 

(2)  Intensive  courses  in  health  physics  using  Commission  facilities; 

(3)  Formal  training  through  health  physics  fellowship  programs  at 
qualified  universities. 

Other  aids  to  the  states  include  a  list  of  proposed  criteria  for  state 
guidance  in  evaluating  the  adequacy  of  present  state  radiological  con- 
trol agencies  and  a  model  state  radiation  control  act  proposing  alterna- 
tive methods  of  state  radiation  control.^^ 

IMPLEMENTATION  OF  JURISDICTIONAL  TRANSFER 

There  has  been  no  opposition  to  the  idea  of  jurisdictional  transfer 
on  the  grounds  that  it  is  not  a  legitimate  and  justified  exercise  of  the 
State's  interest  in  health  and  safety.  Some  large  commercial  users  of 
radioisotopes,   however,   have   expressed   reservations   about   problems 

"/bid.  pp.  70-71. 

1^  Subcommittee  hearing,  October  6-7,  1960,  Transcript  p.  4. 

19  For  a  list  of  tlie  criteria  see  Appendix  II ;  for  tlie  model  radiation  control  act  see 
Appendix  III. 
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such  a  transfer  would  be  likely  to  create.  Donald  E.  Hull  of  the  Cali- 
fornia Research  Corporation,  a  subsidiary  of  the  Standard  Oil  Com- 
pany of  California,  voiced,  on  behalf  of  the  "Western  Oil  and  Cras 
Association,  the  "consensus"  of  members  of  the  California  petroleum 
industry  who  presently  use  radioisotopes  under  AEC  supervision: 

"...  There  is  a  big  disadvantage  in  the  state  licensing  of 
radioisotopes  ...  I'd  like  to  illustrate  it  by  the  situation  our  own 
company  would  be  in.  We  are  licensed  by  the  Atomic  Energy  Com- 
mission to  perform  tests  with  radioisotopes  in  nine  different  states, 
and  all  of  these  are  under  the  supervision  and  control  of  one  ofdce 
in  Washington.  If  the  authority  to  license  radioisotope (s)  ...  is 
transferred  to  the  states,  it  means  that  we  will  have  to  get  nine 
different  licenses  instead  of  the  one  that  we  now  have.  Since  these 
licenses  are  for  a  period  of  time,  it  would  mean  that  periodically 
we  would  have  to  go  back  and  renew  nine  different  licenses.  It's 
hardly  conceivable  that  under  such  circumstances  we  would  always 
be  dealing  with  people  in  all  of  these  nine  states  as  competent  and 
as  understanding  as  the  people  we  now  deal  with  in  the  Atomic 
Energy  Commission.  I  believe  this  would  constitute  a  serious  dis- 
advantage by  putting  excessive  administrative  red  tape  in  the 
further  expansion  of  isotopes  ... 

"My  company  is  not  alone  in  this  position  ...  I  think  that  this 
is  typical  of  many  of  the  larger  users  of  radioisotopes  in  industry. 
It's  a  typically  interstate  operation  and  therefore  in  principle  it 
appears  that  it  would  be  more  efficiently  administered  by  a  federal 
agency  than  by  the  individual  states. ' '  ^^ 

C.  C.  Ross,  Vice  President  and  Manager  of  Aerojet-General  Nucle- 
onics, takes  much  the  same  stand  in  a  written  opinion. 

"...  Contracts  with  the  states  (would  mean)  the  substitution 
of  multiple  jurisdictions  and  their  somewhat  diverse  regulations  in 
the  place  of  the  nationwide  uniformity  achieved  up  to  now  by  the 
AEC.  ...  It  appears  that  the  company  doing  business  in  more 
than  one  state  may  shortly  be  compelled,  with  the  expenditure  of 
increased  time  and  overhead  costs,  to  acclimate  itself  to  the  differ- 
ing requirements  of  many  contracting  states. ' '  ^^ 

That  such  considerations  are  not  major  deterrents  to  state  regulation 
is  corroborated  by  other  spokesmen  of  industry.  Don  W.  Mitchell,  attor- 
ney for  the  General  Atomic  Division  of  General  Dynamics  Corporation, 
conceded  that, 

"From  the  standpoint  of  our  own  activities  we  can  see  many 
complexities  and  difficulties  (under  a  state  regulatory  program). 
.  Should  it  be  determined  that  the  advantages  to  the  State  in 
assuming  regulatory  responsibility  will  be  sufficient  to  outweigh 
the  disadvantages  and  therefore  that  additional  legislation  may  be 
desirable,  we  believe  that  a  full  understanding  of  the  problems  m 
this  intricate  and  highly  technical  field  will  better  enable  legisla- 
tive action  to  be  carried  out  so  that  a  full  measure  of  protection 

20  Subcommittee  hearing  of  August  18-19.  1960.  Transcript  pp.  138-140 

21  Written  opinion  in  lieu  of  testimony  at  hearings,  submitted  to  Hon    W    Byron  Hum 

ford    Chairman,   Subcommittee  on  Radiation  Protection,  Assembly  Interim  Com- 
mittee on  Public  Health,  September  23,  19  60. 
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can  be  assured  for  the  health  and  safety  of  the  people  of  California 
while  at  the  same  time  permitting:  the  continued  growth  of  this 
important  segment  of  California  industry. ' '  22 

R.  C.  Thorburn,  Manager,  Health  and  Safety,  Atomic  Products 
Division,  General  Electric  Company,  concludes,  -f  roaucts 

"Specifically  .  we  believe  that  a  transfer  of  regulatory 
authority  to  California  would  be  beneficial.  .  .  .  (Some)  disad 
vantages  apparently  center  around  interstate  activities  such  as 
waste  disposal,  shipping,  etc.,  which  will  require  co-operation 
among  the  states.  .  .  .  General  Electric  does  not  believe  that  these 
disadvantages  are  insoluble  problems,  however,  since  the  states 
have  already  evidenced  solution  df  similar  problems  in  other 
fields.     -^"^ 

Kenneth  Newman,  General  Manager  of  Isotopes  Specialties  Company, 
a  division  of  Nuclear  Corporation  of  America,  which  operates  in  48 
states,  tavors  the  proposed  regulatory  transfer, 

"In  general  we  feel  that  the  transfer  would  be  in  the  best  inter- 
ests of  the  State.  "We  believe  that  the  transfer  could  insure  more 
complete  protection  of  radiation  workers  and  the  general  public."  ^4 

Other  objections  and  reservations  about  the  proposed  transfer  have 
been  of  the  same  type,  i.e.,  procedural  rather  than  substantive.  Both 
state  agencies  and  businesses,  for  example,  have  reservations  about 
some  of  the  AEC  s  proposed  criteria  for  the  transfer.  At  this  stage  of 
development  such  reservations  and  their  solutions  must  remain  specu- 
lative because  the  State  has  not  actually  entered  into  negotiations  with 
the  Atomic  Energy  Commission  in  an  attempt  to  solve  these  problems 
It  the  desirability  of  such  a  transfer  is  unquestioned  from  a  health  and 
safety  viewpoint,  then  its  feasibility  can  be  tested  only  by  actual  nego- 
tiation. At  present,  however,  the  powers  of  the  Governor  cannot  be 
construed  to  grant  him  the  authority  to  enter  into  formal  negotiations 
with  the  AEC.  Specific  legislative  action  is  required  to  grant  such 
authority.25  The  committee  recommends  legislative  authorization  for 
the  Governor  to  enter  into  negotiations  with  the  Atomic  Energy  Com- 
mission for  the  transfer  to  the  State  of  California  of  jurisdiction  over 
byproduct,  source,  and  special  nuclear  materials  which  is  now  exercised 
by  the  Commission,  reserving  to  the  Legislature  the  right  to  approve 
or  disapprove  the  results  of  such  negotiations. 

^Subcommittee  hearing-,  August  18-19,  1960,  Transcript  pp.  159-160 

^  Ibid.  p.  173. 

^Ibid.  p.  177. 

25  For  suggested  forms  of  such  legislation  see  Appendix  III. 
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NUCLEAR  FALLOUT  SHELTERS 

Public  concern  about  nuclear  fallout  and  the  need  for  some  public 
shelter  program  rests  on  the  assumption  that  a  large  scale  nuclear 
attack  upon  the  United  States  is  at  least  a  definite  possibility.  If  such 
an  assumption  is  granted,  each  state  must  then  determine  its  responsi- 
bility in  protecting  the  health  and  safety  of  its  citizens  from  the  effects 
of  fallout.  Such  determination,  in  turn,  is  practicable  only  after  review 
of  the  nature  of  fallout  and  the  specific  types  of  protection  demanded. 

NATURE  OF  NUCLEAR  FALLOUT 

The  effects  of  nuclear  weapons  in  causing  death  and  injury  are 
divided  into  two  phases. 

1,  Blast  and  Thermal  Effect 

A  thermonuclear  explosion  is  characterized  by  immediate  blast  and 
thermal  radiation  of  great  magnitude.  The  thermal  radiation,  i.e.  the 
heat,  emitted  by  a  five-megaton  explosion  could  be  expected  to  produce 
third  degree  burns  and  charring  within  a  radius  of  about  15  miles  from 
the  point  of  explosion.  A  greater  destructive  effect,  however,  would 
come  from  the  blast.  A  high  pressure  wave  would  proceed  at  about  the 
speed  of  sound  in  all  directions  from  the  point  of  explosion.  The  blast 
effects  of  a  five-megaton  explosion  would  destroy  most  surface  struc- 
tures within  a  radius  of  at  least  four  or  five  miles  from  its  detonation. 
Fires  would  start  throughout  an  area  of  about  15  miles  radius  and  the 
combined  effects  of  blast  and  fire  would  cause  a  high  proportion  of 
deaths  within  the  blast  destruction  radius.  Those  who  are  in  under- 
ground shelters  outside  the  actual  crater  formed  by  a  burst  at  the  sur- 
face of  the  earth  have  a  good  chance  of  survival.  Such  a  crater,  from  a 
five-megaton  bomb,  would  be  about  a  half  mile  in  diameter. 

2.  Fallout 

A  nuclear  explosion  of  that  size  occurring  near  the  ground  would  also 
draw  up  tens  of  thousands  of  tons  of  earth  and  mix  it  with  radioactive 
fission  products.  These  highly  radioactive  particles  could  be  distributed 
by  winds  and  air  cvirrents  over  areas  extending  for  hundreds  of  miles. 

Because  of  the  possibility  that  a  nuclear  explosion  could  occur  almost 
anywhere  and  because  of  the  difficulty  and  expense  involved  in  con- 
structing blast-proof  shelters,  an  extensive  program  for  blast  and  ther- 
mal protection  seems  economically  unfeasible.  Realistically,  therefore, 
a  blast  area  would  most  likely  have  to  be  regarded  as  an  expendible 
area.  The  characteristics  of  fallout  radiation,  however,  make  protection 
against  its  effects  entirely  feasible.  Specifically,  the  factors  that  make 
protection  possible  are : 

1.  The  radioactive  intensity  of  fallout  is  rapidly  diminished  by  natu- 
ral decay  processes  in  the  radioactive  particles  themselves.  The  decline 
in  the  radioactivity  of  fallout  material  proceeds  at  a  rate  which  reduces 

(29) 
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the  intensity  level  after  seven  hours  to  about  10  percent  of  the  level 
that  existed  at  one  hour  after  the  explosion,  and  after  two  days  to  about 
1  percent  of  the  one-hour  value.  After  two  weeks  it  would  be  down  to 
about  one-tenth  of  1  percent.  Thus  an  initial  radiation  level  (i.e.,  a 
level  observed  at  one  hour  after  detonation)  of  3,000  roentgens  per 
hour  would  decline  to  300  roentgens  per  hour  after  seven  hours,  to  30 
roentgens  per  hour  after  two  days  and  to  three  roentgens  per  hour 
after  two  weeks. 

The  need  for  protection  against  radiation  is  clearly  vital  in  the  early 
hours  and  days,  particularly  since  fallout  will  descend  relatively  slowly 
and  allow  a  minimum  of  at  least  a  half  hour  to  take  shelter. 

2.  The  intensity  of  radioactivity  in  thevform  of  gamma  rays  (which 
are  the  most  penetrating  component  of  the  radioactivity  due  to  fallout) 
diminishes  rapidly  with  distance  from  the  radioactive  material.  Radia- 
tion intensity  is  reduced  in  proportion  to  the  square  of  the  distance 
from  the  radiation  source.  Thus,  neglecting  the  additional  reduction 
due  to  the  shielding  effect  of  the  air  molecules  (see  3,  below),  radiation 
is  only  one-quarter  as  harmful  at  a  distance  of  200  feet  as  it  is  at  100 
feet.  At  400  feet  it  is  only  one-sixteenth  as  bad  as  at  100  feet.  By 
getting  away  from  fallout  material,  therefore,  such  as  by  going  to  the 
intermediate  floors  of  a  tall  building,  the  harmful  effects  can  be  very 
much  reduced. 

3.  A  sufficient  mass  of  any  kind  of  material  will  provide  an  efficient 
shield  from  radioactivity.  Gamma  radiation  penetrates  thin  layers  of 
light  materials  such  as  clothing  or  the  wooden  walls  of  a  house  with 
only  a  very  slight  reduction  in  intensity.  Material  of  greater  density, 
and  of  greater  thickness,  however,  substantially  reduces  the  radioac- 
tivity. A  shield  of  17  inches  of  concrete  or  25  inches  of  earth,  for 
example,  could  reduce  the  intensity  of  fallout  radiation  by  a  ratio  of 
100  to  1.  Thus  an  initial  radiation  of  3,000  roentgens  per  hour  would 
be  reduced  to  30  roentgens  per  hour  behind  such  a  shield.  This  shield- 
ing reduction  combines  with  the  natural  decay  of  fallout  particles; 
thus,  if  the  3,000  roentgens  per  hour  occurred  in  the  open  at  one  hour 
after  detonation,  the  intensity  after  seven  hours  for  a  person  shielded 
as  described  would  be  about  three  roentgens  per  hour,  and,  after  two 
days,  it  would  be  reduced  to  about  one-third  of  a  roentgen  per  hour. 

The  characteristics  of  fallout  are  obviously  only  one  side  of  the  ques- 
tion of  fallout  protection.  The  other  side  involves  the  effects  of  radiation 
in  human  beings  and  the  tolerable  levels  they  can  absorb.  The  position 
taken  by  Dr.  Crawford  S.  Sams,  Consultant  in  Biomedical  Effects  of 
Radiation  and  a  research  physician  at  the  University  of  California, 
is  representative  of  some  of  the  research  findings : 

"We  know  that  since  we  have  been  able  to  introduce  the  factor 
of  protraction  of  dosage,  that  is,  the  receiving  of  a  dose  over  a 
period  of  hours  or  days,  that  if  we  protect  individuals  against  a 
single  acute  exposure  at  any  one  time  not  to  exceed  200  roentgens 
that  he  can  subsequently  receive  additional  dosage  over  a  period 
of  time  to  accumulate  up  to  1000  roentgens  exposure  in  a  year 
without  measurable  acute  effects,  such  as  lethality.  If  we  increase 
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this  total  accumulated  dose  to  3000  roentgens  (per  year)  then  we 
may  expect  up  to  10  percent  of  the  population  to  show  marked 
measurable  effects. ' '  ^ 

In  light  of  this  statement  the  critical  problem  with  regard  to  radio- 
active fallout  is  to  prevent  the  individual  from  absorbing  a  single  acute 
radiation  dosage  of  over  200  roentgens.  The  concept  of  a  fallout  shelter 
system  is  designed  to  effect  just  such  protection  by  keeping  the  indi- 
vidual shielded  for  a  period  of  two  weeks.  At  the  end  of  this  period  he 
could  in  most  cases  be  evacuated  safely,  or  perhaps  could  even  remain 
in  the  area,  without  absorbing  fatal  amounts  of  radiation. 

THE  NATIONAL  SHELTER  PROGRAM 
On  May  7,  1958  the  Office  of  Civil  and  Defense  Mobilization  an- 
nounced a  National  Shelter  Policy.  In  a  general  way  it  mapped  out  the 
following  six  areas  for  federal  action : 

1.  Education— with  emphasis  on  facts  about  fallout  and  steps  which 
can  be  taken  to  minimize  its  effects. 

2.  Survey  of  existing  shelter  facilities,  on  a  sampling  basis,  to  demon- 
strate the  value  of  existing  structures  in  providing  fallout  pro- 
tection. 

3.  Research  to  show  how  fallout  shelters  can  be  incorporated  in  ex- 
isting as  well  as  new  buildings. 

4.  Prototype  design  and  construction— involving  both  research  and 
demonstration. 

5.  Leadership  and  example— by  incorporating  fallout  shelters  in  ap- 
propriate new  buildings. 

6.  Incorporation  of  shelters  in  all  existing  federal  buildings.  (This 
latter  objective  has  not  yet  been  financed.) 

Leo  A.  Hoegh,  Director  of  the  Office  of  Civil  and  Defense  Mobiliza- 
tion, recently  reported  to  the  Congress  of  the  United  States  on  the 
implementation  of  this  plan.  The  following  account  is  a  summary  of 
his  report. 

During  the  fiscal  years  1959  and  1960,  the  federal  government  spent 
$10,284,000  to  implement  the  National  Shelter  Policy.  As  of  March, 
1960,  the  Office  of  Civil  and  Defense  Mobilization  reported  the  follow- 
ing progress.  Radio,  television,  and  the  press  have  been  employed  ex- 
tensively in  an  attempt  to  alert  the  public  to  the  dangers  of  fallout. 
Announcements  and  news  stories  have  been  circulated  by  these  media 
as  a  public  service.  In  addition  several  civil  defense  films  have  been 
produced  and  are  available  to  interested  civic  groups.  Civil  defense 
exhibits  have  been  displayed  at  all  important  public  exhibitions.  Sur- 
veys of  existing  shelter  facilities  have  been  conducted  in  carefully 

1  Testimony  before  Subcommittee  on  Radiation  Protection,  Assembly  Interim  Committee 
on  Public  Health,  November  15-16,  1960.  Transcript  p.  43.  The  figure  of  200 
roentgens  as  the  maximum  permissible  short-term  radiation  dosage  has  been 
officially  adopted  by  the  Office  of  Civil  and  Defense  Mobilization.  See  the  state- 
ment of  Leo  A  Hoegh,  Director,  Office  of  Civil  and  Defense  Mobilization  before 
the  Subcommittee  on  Military  Operations,  House  Committee  on  Government 
Operations,  March  28,  1960.  Transcript  p.  6.  In  this  connection  it  must  be  noted 
that  the  figure  of  200  roentgens  applies  only  to  the  maximum  amount  of  radiation 
which  would  not  physically  incapacitate  an  individual.  The  eventual  genetic 
effects  of  such  a  dosage  which  may  occur  are  not  here  at  issue. 
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chosen  metropolitan  and  residential  areas  throughout  the  nation.  Ke- 
sults  indicate  that  although  most  large  buildings  would  provide  some 
degree  of  fallout  protection,  or  at  least  could  be  easily  modified  to  do 
so,  most  residential  structures  would  not.  Research  conducted  in  con- 
junction with  the  shelter  program  has  provided  new  technical  infor- 
mation about  shelter  construction  which,  in  turn,  has  been  made  avail- 
able to  architects  and  engineers.  The  program  for  construction  of 
prototype  shelters  has  been  planned  in  detail  and  envisions  inclusion 
of  dual-purpose  prototype  shelters  in  subways,  underground  parking 
garages,  and  as  part  of  the  federal  highway  program.  In  addition,  plans 
call  for  the  construction  of  a  family  fallout  shelter  for  demonstration 
purposes  at  each  regional  office  of  the  Of^ce  of  Civil  and  Defense  Mo- 
bilization. In  California  prototypes  will  be  constructed  in  Sacramento, 
San  Diego  and  Los  Angeles  Counties.  Approved  shelters  are  currently 
being  built  into  five  carefully  selected  new  schools  and  hospitals  being 
financed  at  least  in  part  by  federal  funds.  Specific  request  for  funds 
for  fallout  protection  in  new  federal  construction  was  made  for  only 
one  building  in  fiscal  1960.  As  yet  no  funds  have  been  allocated  to  fui- 
fill  the  Shelter  Policy  objective  of  providing  shelter  protection  for 
existing  federal  buildings.^ 

Mr.  Hoegh  is  optimistic  in  his  assessment  of  the  implementation  of 
the  Shelter  Policy. 

"I  can  say  that  the  National  Shelter  Policy  has  met  with  reason- 
able success.  It  has  been  accepted  by  most  leaders  of  government 
at  all  levels.  The  extent  of  public  interest  as  evinced  by  correspond- 
ence, by  wide  press,  radio,  and  television  coverage,  and  by  inquiries 
about  shelter  plans — all  this  is  encouraging,  despite  some  delay 
in  obtaining  appropriations  to  speed  the  action  elements  of  the 
policy. ' '  ^ 

It  is  quite  apparent  from  the  stated  objectives  of  the  National  Shelter 
Policy,  from  the  way  in  which  it  has  been  implemented,  and  from 
the  expressed  satisfaction  of  the  Director  of  Civil  and  Defense  Mobil- 
ization, that  the  policy  and  the  action  it  envisions  are  'primarily  educa- 
tional in  nature.  There  is  no  aggressive  federal  leadership  in  providing 
nationwide  fallout  protection.  Because  the  physical  problems  of  shelter 
construction  vary  considerably  from  one  area  to  the  next,  and  thus 
are  admittedly  best  administered  by  local  jurisdictions,  the  federal 
role  in  shelter  construction  has  been  principally  one  of  providing  in- 
formation and  encouragement  to  state  and  local  levels. 

SHELTER  EFFORTS  IN  CALIFORNIA 

The  effects  of  this  permissive  type  of  federal  approach  are  mani- 
fested in  the  manifold  reaction  in  California  to  the  shelter  policy. 
State  and  local  civil  defense  agencies,  financially  and  administratively 
unable  to  insist  on  mandatory  shelter  construction,  have  adopted  a 
policy  of  public  education  and  encouragement  of  private  efforts.  This 
approach  has  had  varying  methods  of  implementation  and  varying 
degrees  of  success.  In  November  1960.  the  Los  Angeles  Civil  Defense 
office  estimated  that  approximately  100  privately  owned  shelters  had 

2  Leo  A.  Hoegh,  op.  cit.  pp.  5-38. 
»IMd.  p.  45. 
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been  constructed  in  their  jurisdiction  within  the  last  six  months.^  In 
March  1960  the  same  office  had  estimated  that  there  were  approxi- 
mately 10  private  fallout  shelters  in  Los  Angeles.^  Thus  at  present 
there  ■should  be  approximately  110  privately  owned  fallout  shelters  ni 
an  area  with  a  population  of  close  to  6  million. 

Such  estimates  are  quite  likely  to  be  conservative  because  there  are 
indications  that  a  number  of  shelters  are  built  surreptitiously.  Joseph 
J.  Micciche,  Director  of  Civil  Defense  for  Los  Angeles,  states  that, 

"Manv  people  who  have  shelter  facilities  don't  want  even  their 
neio-hbors  to  know  they  have  constructed  a  shelter.  They  want  the 
shelter  all  to  themselves.  Some  people  have  planned  to  stock  their 
shelter  with  a  rifle  and  ammunition  to  ward  off  intruders.  Others 
don't  want  anvone  to  know  they  are  concerned  enough  with  the 
international  situation  to  construct  a  shelter.  One  group  has  called 
itself  'Shelters  Anonymous,'  and  only  members  of  the  group 
know  where  their  shelters  are  located. ' '  *^ 

Allan  K.  Jonas,  Director  of  the  California  Disaster  office,  corrobo- 
rates this  allegation. 

"Shelters  Anonvmous  (has)  built  shelters,  mostly  illegal,  be- 
cause they  don't  comply  A^dth  building  codes.  They  have  banded 
too-ether  so  that  thev  know  where  one  another  is  but  they  are 
sworn  to  secrecv  not  to  .share  this  information.  They  don  t  want^  to 
be  lauo-hed  at  "bv  their  neighbors;  they  don't  want  to  face  the 
rather  "onerous  job  of  holding  off  their  neighbors  at  gunpoint 
should  the  whistle  blow."  ' 

The  significance  of  estimates  of  shelter  construction,  even  though 
these  are  somewhat  unrealistic,  is  that  at  least  they  provide  an  indica- 
tion of  the  overall  inadequacy  of  the  present  private  shelter  program. 
In  addition  to  a  general  public  apathy  other  major  obstacles  to  pri- 
vate shelter  construction  include  financing  and  taxation  difficulties 
and  inapplicable  building  codes.  Mr.  Jonas  notes  that. 

"Financino-  is  a  real  problem  in  shelter  (construction).  I  have 
found  that  we  can  finance  a  swimming  pool  for  five  years  at  a 
fairly  reasonable  cost,  but  a  shelter  for  only  three  This  is  not 
sufficient  incentive  for  a  lot  of  people  who  would  like  to  build 
shelters  but  cannot.  If  we  could  provide  .  .  .  low-cost,  long  term 
financing  for  shelters,  I  predict  a  great  increase  m  building. 

Fallout  shelters,  moreover,  are  generally  categorized  as  a  home  im- 
provement and  subject  to  personal  property  and  real  estate  taxes  Even 
when  he  is  able  to  surmount  financial  barriers,  the  shelter  builder  is 
faced  with  circumventing  building  codes  which  impose  requirements 
that  were  never  intended  to  apply  to  fallout  shelters.  Many  building 

.Hea^fni4^^oftrsul!c^'n^mftt^ro?.-  c^oref/rn?  oVe'rations.  House  Con.n.ittee  on  Gov- 
ernment Seratron^    March   28,    29.    30,   31,   1960.   Transcript    Appendix  I,   p.   264. 
6  SubcommiVtee  hearings.  November  15-16,  1960.  Transcript  pp.  139-140. 

■ribid.  p.  9. 
«Ibid.  p.  16. 
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officials,  in  fact,  are  against  any  relaxation  of  building  codes  for  the 
construction  of  shelters.  Joseph  J.  Micciche  reports  that, 

' '  The  International  Conference  of  Building  Officials  .  .  .  stated 
last  August  (1960)  that  its  policy  was  not  to  recognize  this  type 
of  construction.  ...  A  majority  of  these  structures,  it  said,  wili  be 
used  as  accessory  buildings  to  the  dwelling,  such  as  recreation 
areas  or  a  living  unit.  It  alleged  that  this  would  create  an  im- 
possible enforcement  situation  and  would  eventually  result  in  sub- 
standard residential  units. ' '  ^ 

One  solution  to  the  high  cost  of  individual  shelters  has  been  the 
advocacy  of  publicly  financed  community  shelters.  Allan  K.  Jonas 
estimates  that  such  shelters  could  be  constructed  at  a  cost  of  $50  per 
person.  For  this  expenditure,  he  pointed  out,  much  better  radio,  moni- 
toring, and  ventilation  equipment  could  be  provided  than  would  be 
feasible  in  a  family-type  shelter.^"  In  addition,  many  large  buildings, 
both  public  and  private,  have  high  shelter  potential  and  can  be  easily 
modified  to  provide  adequate  community  protection.  This  is  especially 
true  of  buildings  with  a  concrete  "core"  or  underground  parking 
facilities. 

Opponents  of  a  shelter  program  of  this  type  contend  that  such  shelters 
would  be  adequate  only  under  certain  conditions  which  would  probably 
not  obtain  in  the  event  of  a  nuclear  bombing.  Present  shelter  designs, 
for  example,  assume  that  a  "firestorm"  would  not  accompany  a  nuclear 
blast.  Robert  Ryan,  co-chairman  of  the  Hollywood  Chapter' of  the  Na- 
tional Committee  for  a  Sane  Nuclear  Policy,  describes  the  effects  of  a 
firestorm  by  referring  to  Dr.  Harrison  Brown,  noted  Cal-Tech  geo- 
physicist,  who  states  in  his  paper,  "The  Comninnify  of  Fear:" 

"A  surface  burst  of  a  10-megaton  bomb  would  produce  a  crater 
about  250  feet  deep  and  a  half  mile  wide.  The  zone  of  complete 
demolition  would  be  about  three  miles  in  diameter.  Severe  blast 
damage  would  extend  to  about  nine  miles  from  the  center  of  the 
explosion,  and  moderate  to  major  damage  Avould  extend  out  to  12 
miles,  or  over  an  area  of  450  square  miles. 

"It  is  likely  that  firestorms  will  result  from  a  thermonuclear 
burst  over  a  large  city.  A  firestorm  is  a  huge  fire  in  which  cooler 
air  is  drawn  to  the  center  of  the  burning  area,  elevating  the  tem- 
perature and  perpetuating  the  conflagration.  Winds  reach  hurri- 
cane velocities.  The  holocaust  consumes  the  available  oxygen  in 
the  air  with  the  result  that  persons  not  burned  to  death  may  die 
of  suffocation  or  of  carbon  monoxide  poisoning. "  ^^ 

The  Atomic  Energy  Commission,  in  its  book  entitled  The  Effects  of 
Nuclear  Weapons,  states  that  the  incidence  of  firestorms  is  dependent 
on  the  conditions  existing  at  the  time  of  the  fire  such  as  at  Nagasaki, 
where  the  wind  tended  to  carry  the  fire  up  the  valley  in  a  direction 
where  there  was  nothing  to  burn.  However,  at  Hiroshima  conditions 
were  different : 

"About  20  minutes  after  the  detonation  of  the  nuclear  bomb  at 
Hiroshima,  there  developed  the  phenomenon  known  as  'firestorm.' 

^Ibid.  p.  137. 
i»7bjd.  p.  12. 

^^ '•Community   of  Fear,"  Harrison   Brown-James   Real,    published   by   Center   for   the 
Study  of  Democratic  Institutions,  Santa  Barbara,  California,  p.  13. 
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This  consisted  of  a  wind  which  blew  toward  the  burning-  area  of 
the  city  from  all  directions,  reachiuir  a  maximum  velocity  of  30  to 
40  miles  per  hour  about  two  to  three  hours  after  the  explosion, 
decreasing  to  light  or  moderate  and  variable  in  direction  about  six 
hours  after.  .  .  .  Because  of  the  strong  inward  draft  at  ground 
level,  the  firestorm  was  a  decisive  factor  in  limiting  the  spread  of 
the  fire  beyond  the  initial  ignited  area.  It  accounts  for  the  fact  that 
the  radius  of  the  burned-out  area  was  so  uniform  in  Hiroshima  and 
was  not  much  greater  than  the  range  in  which  fires  started  soon 
after  the  explosion.  However,  virtually  everything  combustible 
wathin  this  region  was  destroyed."  "■■» 

It  may  be  assumed  that  a  full-scale  nuclear  attack  w^ould  blanket  the 
nation  Avith  a  large  number  of  bombs.  Mr.  Robert  Ryan  in  his  testi- 
mony ^^^  reported  that  military  personnel  who  testified  at  the  Holified 
Committee  hearings  maintained  that  the  enemy  would  use  at  least  two 
such  bombs  on  every  large  city.  Although  the  short-lived  fallout  prod- 
ucts would  dissipate  extensively  within  a  relatively  short  period,  it  is 
contended  that  such  a  "blanketing"  type  of  attack  would  deposit 
enough  long-lived  fallout  products,  such  as  strontium  90,  carbon  14,  and 
cesium  187,  that  shelter  occupants  could  emerge  to  a  lethal  world. 

RESPONSIBILITY  FOR  FALLOUT  PROTECTION 

The  type  and  degree  of  state  action  in  the  field  of  fallout  protection 
depend  largely  on  the  State 's  assessment  of  its  responsibilities  in  this 
area.  The  State  has  an  obvious  responsibility  to  protect  the  health  and 
safety  of  its  citizens,  but  since  fallout  is  not  exclusively  a  state  or  local 
matter,  California  must  consider  its  responsibilities  in  the  context  of 
the  national  approach  to  fallout  protection.  The  interstate  nature  of 
fallout  would  make  it  advisable  that  countermeasures  not  be  allowed 
to  develop  haphazardly  or  to  vary  widely  from  state  to  state. 

Fallout  protection,  in  addition,  is  more  than  a  health  and  safety 
measure.  At  all  levels  of  government  it  has  been  viewed  as  an  essential 
element  of  national  defense.  Allan  K.  Jonas.  Director  of  the  California 
Disaster  Office,^-  Alexander  Grendon,  State  Co-ordinator  of  Atomic 
Enero-v  Development  and  Radiation  Protection,^-'^  Joseph  J.  Micciche, 
Director  of  the  Los  Angeles  Office  of  Civil  Defense,^-^  and  W.  H.  Perry, 
Director  of  the  Contra  Costa  County  Disaster  Office  ^'^  are  representa- 
tive of  this  consensus  among  state  and  local  officials.  At  the  federal 
level  fallout  protection  has  been  explicitly  defined  as  a  defense  measure. 
The  National  Shelter  Policy  states  in  part, 

"In  the  event  of  nuclear  attack  on  our  country,  fallout  shelters 
offer  the  best  single  non-military  defense  measure  for  the  protec- 
tion of  the  greatest  number  of  our  people."  ^" 

"a  "The  Effects  of  Nuclear  Weapons,"  prepared  by  the  U.S    Department  of  Defense, 

published  bv  the  U.S.  Atomic  Energj'  Commission,  June  1957,  p.  326-327. 
"»  sXommittee^hearings,  November  15-16,  1960,  Transcript  p.  56. 
^  Ibid.  p.  8. 

'^'^  Ibid.  Appendix  I,  p.  221. 
■^'^  Ibid.  p.  135. 

IB  "National '^Shelter   Policy"    Office   of    Civil    and    Defense    Mobilization,    Vi^a.shington, 
D.C.,  March  7,  1958,  p.  1. 
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At  the  White  House  Conference  on  Fallout  Protection,  Secretary  of 
State  Christian  Herter,  maintained  that, 

"A  vital  part  of  our  military  strength  for  peace  must  be  an 
effective  civil  defense  program  which  .  .  .  creates  a  strong  deter- 
rent to  possible  enemy  attack  upon  the  [Tnited  States  .  .  ."^If  .  .  . 
we  should  be  subject  to  nuclear  attack,  civil  defense  and  measures 
for  fallout  protection  offer  the  most  practicable  and  feasible 
means  of  saving  the  greatest  number  of  lives  .  .  .  Only  thus  can 
our  defense  power  serve  as  a  convincing  deterrent."  ^'^ 

At  this  same  time  the  office  of  the  President  referred  to  fallout 

shelters  as, 

'\ 

"the  best  single  non-military  defense  measure  for  the  protection  of 
the  greatest  number  of  our  people. "  ^^ 

In  spite  of  this  admitted  national  responsibility  for  civil  defense 
planning,  federal  efforts  to  date  have  been  those  of  education  and  en- 
couragement.^^  Although  there  is  ample  reason  to  justify  a  more  ag- 
gressive national  approach,  no  federal  master  plan  for  fallout  protec- 
tion has  been  undertaken.  RAND  Corporation,  a  nationally  recognized 
consulting  firm  in  the  area  of  national  defense,  concluded  its  study  of 
the  nation's  non-military  defenses  with  the  following  recommendation: 

"The  principal  policy  suggestion  stemming  from  this  study  is 
that  the  United  States  ought  to  undertake  a  serious  research,  de- 
velopment and  planning  program  in  the  field  of  non-military  de- 
fense. ' '  ^^ 

More  recently  Chet  Holifield,  Chairman  of  the  Military  Operations 
Subcommittee,  House  Committee  on  Government  Operations,  who  has 
conducted  extensive  hearings  on  the  subject  of  fallout  protection,  urged 
more  forceful  federal  action.  In  a  letter  to  the  President  he  stated, 

"A  meaningful  civil  defense  program  must  encompass,  on  a  na- 
tional scale,  all  the  preattack  preparations  required  to  minimize 
loss  of  life  and  to  insure  the  post-attack  availability  of  resources 
necessary  for  national  recovery.  Eesponsibility  for  developing  such 
a  program  rests  with  the  federal  government'  as  part  of  its  consti- 
tutional duty  of  providing  for  the  national  defense.  The  states  and 
localities  should  be  called  upon  to  provide  maximum  assistance  to 
federal  authorities  in  developing  a  workable  master  plan  (for  civil 
defense)."  ^^ 

While  acknowledging  the  need  for  more  aggressive  federal  leadership 
in  this  field,  responsible  state  and  local  civil  defense  officials  feel  that 
there  are  important  measures  which  the  State  of  California  can,  and 

"  statement  presented  at  White  House  Conference  on  Fallout  Protection,  Washing-ton, 
D.C.,  January  25,  1960. 

w  Press  release,  office  of  the  President,  The  White  House,  Washington,  D.C.,  January 
25,  19G0. 

^»  Supra  pp.  31-32. 

20  RAND  Corporation,  Report  on  a  Study  of  Nonmilitary  Defense,  Report  R-322-RC, 
July  1,  1958,  p.  43. 

21-  Letter  from  Chet  Holifield,  Chairman,  Military  Operations,  Subcommittee,  Commit- 
tee on  Government  Operations,  United  States  House  of  Representatives,  to  the 
President  of  the  United  States,  January  12,  19  60. 
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should,  undertake  at  this  time.  Will   H.   Perry,  Jr.,   Director  of  the 
Contra  Costa  Comity  Disaster  Office,  concludes  that  the 

"current  national  shelter  policy,  although  politically  palatable  and 
economically  sound  from  the  governmental  viewpoint,  is  not  pro- 
ducing shelters  in  large  enough  numbers  or  rapidly  enough  to  ac- 
complish the  objective.  It  is  considered  urgent  that  the  following 
recommendations  be  adopted  in  the  form  of  legislation,  made  man- 
datory on  citizen  and  government  alike,  and  implemented  at  the 
earliest  date. 
"1.  Further  encourageynent  should  be  given  to  the  construction  of 
home  shelters.  This  encouragement  is  through  the  elimination  or 
reduction  from  the  property  tax  rolls  of  any  qualified  shelter 
adequately  equipped  and  maintained  for  the  sole  or  dual  pur- 
pose of  offering  shelter  from  radiation.  In  addition,  moneys  ex- 
pended in  the  construction  and  equipage  of  such  shelters  should 
be  declared  as  exempt  or  partially  exempt  from  federal  and  state 
income  taxation.  Only  minimal  building  permit  fees  should  be 
charged  to  that  area   of  any  structure   designed  primarily  or 
dually  for  shelter  from  radioactive  fallout.  It  should  be  made 
mandatory    that    all    new    home    construction    include    fallout 
shelters. 
"2.  All  industrial  and  commercial  facilities  should  be  further  en- 
couraged  to   improve    existent   facilities   which   offer   a   shelter 
potential,  or  to  construct  shelter  facilities,  not  only  to  protect 
their  employees  but  also  for  the  families  of  their  employees.  Such 
encouragement  should  be  in  the  form  of  elimination  or  reduction 
from  the  property  tax  rolls  of  any  facility  modified  or  con- 
structed and  outfitted  for  the  sole  or  dual  purpose  of  providing 
shelter  from  radioactive  fallout.  Any  moneys  expended  in  the 
modification,  construction  or  equipage  of  such  facility  should  be 
declared  as  deductible  or  partially  so,  from  corporate  taxes.  Only 
minimal  or  no  fee  for  building  permits  should  be  assessed  against 
any   structure   or   portion  thereof   designed  specifically   for   or 
through  dual  usage  for,  protection  from  radioactive  fallout.  It 
should  be  made  mandatory  that  all  new  industrial  and  commer- 
cial building  construction  incorporate  into  the  building  design 
enough  shelter  space  to  accommodate  the  peak  employee   and 
visitor  load  in  the  planned  facility. 
"3.  Every   existent   public  building  which  has  a  shelter   potential 
should  be  modified  to  whatever  extent  is  necessary  to  offer  ade- 
quate fallout  protection  for  the  largest  number  of  people  possible. 
Not   only   should   these   buildings   be   modified,   but   should   be 
equipped  to  serve  this  purpose.  It  should  be  made  mandatory 
that  all  new  public  building  construction  incorporate  into  the 
building  design  enough  shelter  space  to  accommodate  the  peak 
employee  and  visitor  load  in  the  planned   facility.   Wherever 
practicable,  the  size  of  the  shelter  should  be  great  enough  to 
accommodate  residents  or  workers  from  the  surrounding  vicinity. 
All  future  school  buildings  should  be  built  as  completely  under- 
ground facilities  wherever  the  soil  and  water  conditions  allow. 
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Such  school  facilities  are  practical  and  would  probably  be  no 
more  costly  than  the  current  method  of  construction.  The  in- 
creased cost  of  below-ground  construction  is  offset  by  the  savings 
in  the  purchase  of  smaller  parcels  of  land.  Playgrounds  would  be 
placed  on  top  of  the  facility. 
"4.  Military  defense  alone  is  not  capable  of  the  total  defense.  In  that 
the  federal  government  is  constitutionally  charged  with  the  re- 
sponsibility for  the  defense  of  the  public  of  this  nation,  the  State 
Legislature  should  urge  the  federal  government,  by  resolution, 
to  take  immediate  steps  to  provide  congregate-type  shelters  at 
federal  expense  in  every  community  in  the  nation.  Such  a  con- 
struction program  will  in  itself  lemj  impetus  to  the  home  shelter 
program  and  to  the  development  of  shelters  in  industrial,  com- 
mercial, and  public  facilities.  In  order  to  insure  a  uniformity  in 
the  congregate  shelter  program,  only  the  federal  government  is 
capable  of  providing  the  standardization  necessary,  and  only  the 
federal  government  is  capable  of  financing  such  a  project.  If 
left  to  the  states  and  local  governments,  a  congregate  shelter  pro- 
gram would  be  as  un-co-ordinated  and  as  ineffectual  as  the 
current  one. 

"5.  It  should  be  mandatory  on  every  level  of  government  that  they 
provide  an  adequate  emergency  operating  center  from  which  the 
elements  of  that  government  can  adequately  and  efficiently  carry 
out  their  responsibilities  and  duties  before,  during,  and  after 
aggressive  attack  on  the  United  States. 

"6.  An  intensified  public  information  program  should  be  carried  out 
during  the  implementation  of  the  five  previously  mentioned  rec- 
ommendations. Such  a  program  cannot  take  the  place  of  any  of 
the  aforementioned,  but  should  be  designed  to  advise  the  public 
of  their  further  responsibilities  in  their  own  protection.  The 
axiom  of  'actions  speak  louder  than  words'  in  the  provision  of 
adequate  nationwide  shelter  is  most  certainly  true. ' '  -- 

Joseph  J.  Micciche  submits  the  following  recommendations : 

"1.  That  the  cost  of  constructing  a  shelter  be  made  a  deductible  item 
on  the  federal  income  tax,  the  deduction  to  be  taken  over  a 
period  of  years. 

"2.  That  the  Health  and  Safety  Code  requirements  of  the  State, 
which  govern  local  building  codes,  be  reviewed  with  the  sug- 
gestion that  consideration  be  given  to  adding  a  new  section 
covering  shelters. 

"3.  That  the  State  give  consideration  to  establishing  an  agency  which 
will  insure  low-cost  loans  for  shelter  construction,  particularly  in 
cases  where  individuals  may  not  be  able  to  obtain  credit  or  in 
other  cases  of  hardship  or  unusual  circumstances. 

"4.  That  the  State  Disaster  Office  should  carry  on,  with  increased 
vigor,  a  continuing  campaign  of  public  information  and  educa- 
tion on  shelter  construction. 

"5.  That  the  Governor  consider  the  appointment  of  a  group  of  public- 
spirited  citizens  to   make  a  study  of  the   need   for  mandatorv 


23  Subcommittee  hearings,  November  15-16,  1960,  Transcripts  pp.  115-118. 
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shelter  legislation  to  be  enacted  by  the  State  Legislature,  and 
that  an  effort  be  made  to  secure  a  foundation  grant  for  this 
study. ' '  -^ 

Allan  K.  Jonas  enumerates  the  specific  areas  in  which  he  believes 
state  action  desirable. 

"There  are  things  that  we  as  Californians  can  do  .  .   .  they  are 
definite  recommendations  for  legislation  and  for  study. 

"1.  First  of  all  we  should  study  where  shelter  exists.  ...  I  would 
like  to  see  a  survej-  of  existing  state  buildings  to  begin  with 
and  then  perhaps  expand  the  survey  into  other  areas  of  state 
facilities — prisons,   schools,   colleges.  .  .  . 

"2.  .  .  .  building  codes  need  study.  The  cost  of  building  shelters 
would  be  almost  prohibitive.  When  I  speak  of  $50  per  person 
cost  on  a  community  basis,  (the  shelter)  does  not  comply 
with  existing  building  codes.  .  .  .  We  need  study  of  those 
building  codes  which  can  be  abrogated  for  emergency  shelter. 
.  .  .  Some  form  of  inspection  will  be  necessary  to  make  sure 
.  .  .  that  the  shelter  ...  is  not  used  for  other  purposes,  .  .  . 
if  we  allow  the  building  codes  to  be  relaxed  in  order  to  permit 
inexpensive  shelters.   .   .  . 

"3.  Tax  incentives  seem  to  be  an  intelligent  approach  ...  to 
urging  the  individual  shelter  or  the  company  that  wishes  to 
build  a  community  shelter  for  its  employees.  .  .  .  Should  not 
a  person  with  the  courage  and  foresight  to  build  a  shelter 
be  exempted  from  the  increase  in  .  .  .  ad  valorem,  personal 
property,  and  real  estate  tax  that  would  occur!  .  .  .  (In  addi- 
tion) the  Congress  should  be  memorialized  to  allow  a  writeoff 
against  federal  income  tax.  .  .  . 

"4.  Financing  is  a  real  problem  in  shelter  (construction)  ...  If 
we  could  provide  .  .  .  low-cost,  long-term  financing  for  shel- 
ters, I  predict  a  great  increase  in  building.  .  .  . 

"5.  We  must  have  shelter  standards.  .  .  .  We  must  set  down  .  .  . 
minimum  standards  for  fallout  and  for  blast.  .  .  . 

"6.  .  .  .  new  public  construction  .  .  .  set(s)  an  example  for  the 
people  in  local  jurisdictions.  ...  If  we  are  to  encourage 
cities  and  counties  and  individuals  to  build  shelters  for  them- 
selves ...  we  on  the  state  level  must  take  it  seriously  enough 
to  include  it  in  our  new  state  construction.  .  .  .  This  would 
also  include  study,  perhaps  a  pilot  study,  in  a  half  dozen  new- 
schools.  .  .  .  The"  State  should  consider  ...  an  incentive,  per- 
haps matching  funds  with  a  school  district  .  .  . 

"7.  .  .  .  We  need  a  protected  state  seat  of  government,  and  then 
eventually  down  to  the  county  level  and  perhaps  to  the  city. 
That  means  a  place  where  information  can  be  funneled,  (and) 
accumulated  .  .  .  and  instructions  can  be  given  to  the  public. 
.  .  .  (In  addition)  a  protected  seat  of  government  is  essential 
for  the  rebuilding  process  .  .  . 

'^  Ibid.  p.  141. 
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"8.  ...  a  progTam  of  public  information  seems  terribly  essential. 
.  .  .  people  should  know  the  nature  of  .  .  .  radiation  and  fall- 
out. ...  If  you  do  not  freeze  with  horror  at  the  idea  of 
nuclear  fallout,  .  .  .  you  (will  be)  able  to  cope  with  it  as 
individuals  and  as  a  state  .  .  . 

"9.  .  .  .  organization  and  training.  .  .  .  Unless  you  have  people 
organized  and  trained  for  shelter  work,  especially  in  com- 
munity (shelters),  you  have  some  problems.  .  .  .  There  are 
certain  things  in  the  matter  of  organization  and  training  that 
can  make  shelter  living  even  under  the  worst  and  most  austere 
conditions  liveable  and  psychologically  sound. ' '  ^4 

In  conclusion,  it  seems  clear  that  therfe  are  important  areas  of  the 
problem  of  nuclear  fallout  protection  which  may  warrant  state  action, 
even  in  the  absence  of  a  federal  master  plan.  Serious  study  and  con- 
sideration should  be  given  to  defining  those  areas  in  which  immediate 
state  action  is  imperative. 

^Ibid.  pp.  18-21. 
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PUBLIC  LAW  86-373 

S6th  Congress,  S.  256S 
September  23,  1959 

AN  ACT 

To  amend  the  Atomic  Energy  Act  of  1954,   as  amended,  with  respect  to 
cooperation  with  States. 

Be  it  enacted  hy  the  Senate  and  House  of  Eepresentatives  of 
the  United  States  of  America  m  Congress  assemhJed,  That  the  ^[^i^^'^^^^ 
followine-  section  be  added  to  the  Atomic  Eneroy  Act  of  1954,  nf  isf54', 
as  amenued :  es  stat. 

"Sec.  274.  Cooperation  With  States. —  Vi%^c 

"a.  It  is  the  purpose  of  this  section —  2011 

"(1)   to   recognize   the   interests   of  the   States   in   the  ™'^' 
peaceful  uses  of  atomic  energy,  and  to  clarify  the  respec- 
tive responsibilities  under  this  Act  of  the  States  and  the 
Commission  with  respect  to  the  regulation  of  byproduct, 
source,  and  special  nuclear  materials ; 

"  (2)  to  recognize  the  need,  and  establish  programs  for, 
cooperation  between  the  States  and  the  Commission  with 
respect  to  control  of  radiation  hazards  associated  with  use 
of  such  materials; 

"  (3)  to  promote  an  orderlj^  regulatory  pattern  between 
the  Commission  and  State  governments  with  respect  to 
nuclear  development  and  use  and  regulation  of  byproduct, 
source,  and  special  nuclear  materials; 

"(4)   to  establish  procedures  and  criteria  for  discon- 
tinuance of  certain   of  the   Commission's  regulatory  re- 
sponsibilities with  respect  to  byproduct,  source,  and  spe- 
cial nuclear  materials,  and  the  assumption  thereof  by  the  73  stat. 
States; 

"(5)   to  provide  for  coordination  of  the  development  78  stat. 
of  radiation  standards  for  the  guidance  of  Federal  agen-  *^^^- 
cies  and  cooperation  Avith  the  States ;  and 

"(6)  to   recognize   that,   as   the   States  improve   their 
capabilities  to  regulate  effectively  such  materials,  addi- 
tional legislation  may  be  desirable, 
"b.  Except  as  provided  in  subsection  c,  the  Commission  is 
authorized  to  enter  into  agreements  with  the  Governor  of  any  Agreements 
State  providing  for  discontinuance  of  the  regulatory  authority  "^t''^'"'*^- 
of  the  Commission  under  chapters  6,  7,  and  8,  and  section  161  l^^^^^^^g 
of  this  Act,  with  respect  to  any  one  or  more  of  the  following  2201. 
materials  within  the  State — 

"  ( 1 )   byproduct  materials ; 
"(2)   source  materials; 

"(3)  special  nuclear  materials  in  quantities  not  suffi- 
cient to  form  a  critical  mass. 

(41) 
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Conditions. 


Publication 
in  F.  R. 

73  STAT. 

689. 

73  STAT. 

690. 


During  the  duration  of  such  an  agreement  it  is  recognized  that 
the  State  shall  have  authority  to  regulate  the  materials  covered 
by  the  agreement  for  the  protection  of  the  public  health  and 
safety  from  radiation  hazards. 

"c.  No  agreement  entered  into  pursuant  to  subsection  b. 
shall  provide  for  discontinuance  of  any  authority  and  the 
Commission  shall  retain  authority  and  responsibility  with  re- 
spect to  regulation  of — 

"  (1)  the  construction  and  operation  of  any  production 
or  utilization  facility; 

"  (2)  the  export  from  or  import  into  the  United  States 
of  byproduct,  source,  or  special  nuclear  material,  or  of  any 
production  or  utilization  facility; 

"(3)  the  disposal  into  the  ocean  or  sea  of  byproduct, 
source,  or  special  nuclear  waste  materials  as  defined  in 
regulations  or  orders  of  the  Commission; 

"(4)   the  disposal  of  such  other  byproduct,  source,  or 
special  nuclear  material  as  the  Commission  determines  by 
regulation  or  order  should,  because  of  the  hazards  or  po- 
tential hazards  thereof,  not  be  so  disposed  of  without  a 
license  from  the  Commission. 
Notwithstanding  any  agreement  between  the  Commission  and 
any  State  pursuant  to  subsection  b.,  the  Commission  is  auth- 
orized by  rule,  regulation,  or  order  to  require  that  the  manu- 
facturer,   processor,   or   producer   of   any   equipment,    device, 
commodity,  or  other  product  containing  source,  byproduct,  or 
special  nuclear  material  shall  not  transfer  possession  or  con- 
trol of  such  product  except  pursuant  to  a  license  issued  by  the 
Commission. 

"d.  The  Commission  shall  enter  into  an  agreement  under 
subsection  b.  of  this  section  with  any  State  if — • 

"  (1)  The  Governor  of  that  State  certifies  that  the  State 
has  a  program  for  the  control  of  radiation  hazards  ade- 
quate to  protect  the  public  health  and  safety  with  respect 
to  the  materials  within  the  State  covered  by  the  proposed 
agreement,  and  that  the  State  desires  to  assume  regulatory 
responsibility  for  such  materials;  and 

"(2)   the  Commission  finds  that  the  State  program  is 
compatible  with  the  Commission's  program  for  the  regu- 
lation of  such  materials,  and  that  the  State  program  is 
adequate  to  protect  the  public  health  and  safety  with  re- 
spect to  the  materials  covered  by  the  proposed  agreement. 
"e.   (1)   Before  any  agreement  under  subsection  b.  is  signed 
by  the  Commission,  the  terms  of  the  proposed  agreement  and 
of  proposed  exemptions  pursuant  to  subsection  f.  shall  be  pub- 
lished once  each  week  for  four  consecutive  weeks  in  the  Federal 
Register;   and   such   opportunity  for   comment  by  interested 
persons  on  the  proposed  agreement  and  exemptions  shall  be 
allowed  as  the  Commission  determines  by  regulation  or  order 
to  be  appropriate. 

"(2)  Each  proposed  agreement  shall  include  the  proposed 
effective  date  of  such  proposed  agreement  or  exemptions.  The 
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agreement  and  exemptions  shall  be  published  in  the  Federal 
Register  within  thirty  days  after  signature  by  the  Commission 
and  the  Governor.  ,     ,.     . 

"f.  The  Commission  is  authorized  and  directed,  by  regula- L-ensmg^re- 
tion  or  order,  to  grant  such   exemptions  from  the  licensing  Exemptions, 
requirements  contained  in  chapters  6,  7,  and  8,  and  from  its 
regulations   applicable   to  licensees  as  the   Commission  finds 
necessary  or  appropriate  to  carry  out  any  agreement  entered 
into  pursuant  to  subsection  b.  of  this  section. 

"g.  The  Commission  is  authorized  and  directed  to  cooperate 
with  the  States  in  tlie  formulation  of  standards  for  protection 
against  hazards  of  radiation  to  assure  that  State  and  Commis- 
sion programs  for  protection  against  hazards  of  radiation  will 
be  coordinated  and  compatible. 

"h.  There  is  hereby  established  a  Federal  Radiation  Council,  Fetoai^^ 
consisting  of  the  Secretary  of  Health,  Education,  and  "Welfare,  council. 
the  Chairman  of  the  Atomic  Energy  Commission,  the  Secre- 
tary of  Defense,  the  Secretary  of  Commerce,  the  Secretary  of 
Labor,  or  their  designees,  and  such  other  members  as  shall  be 
appointed  by  the  President.  The  Council  shall  consult  qualified 
scientists  and  experts  in  radiation  matters,  including  the  Presi- 
dent of  the  National  Academy  of  Sciences,  the  Chairman  of 
the  National  Committee  on  Radiation  Protection  and  Measure- 
ment, and  qualified  experts  in  the  field  of  biology  and  medi- 
cine and  in  the  field  of  health  physics.  The  Special  Assistant 
to  the  President  for  Science  and  Technology,  or  his  designee, 
is  authorized  to  attend  meetings,  participate  in  the  delibera- 
tions of,  and  to  advise  the  Council.  The  Chairman  of  the 
Council  shall  be  designated  by  the  President,  from  time  to 
time,  from  among  the  members  of  the  Council.  The  Council 
shall  advise  the  President  with  respect  to  radiation  matters, 
directly  or  indirectly  affecting  health,  including  guidance  for 
all  Federal  agencies  in  the  formulation  of  radiation  standards 
and  in  the  establishment  and  execution  of  programs  of  coopera- 
tion with  States.  The  Council  shall  also  perform  such  other 
functions  as  the  President  may  assign  to  it  by  Executive  order. 

"i.  The  Commission  in  carrying  out  its  licensing  and  regu- inspections. 
latory  responsibilities  under  this  Act  is  authorized  to  enter 
into  agreements  with  any  State,  or  group  of  States,  to  per- 
form inspections  or  other  functions  on  a  cooperative  basis  as 
the  Commission  deems  appropriate.  The  Commission  is  also 
authorized  to  provide  training,  with  or  without  charge,  to  em- 
ployees of,  and  such  other  assistance  to,  any  State  or  political 
subdivision  thereof  or  group  of  States  as  the  Commission  deems 
appropriate.  Any  such  provision  or  assistance  by  the  Commis- 
sion shall  take  into  account  the  additional  expenses  that  may 
be  incurred  by  a  State  as  a  consequence  of  the  State's  enter- 
ing into  an  agreement  with  the  Commission  pursuant  to  sub- 
section b. 

"j.  The  Commission,  upon  its  own  initiative  after  reason- jgr^,i,jation 
able  notice  and  opportunity  for  hearing  to  the  State  with  of  agreement. 
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Definitions. 
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691. 
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which  an  agreement  under  subsection  b.  has  become  effective, 
or  upon  request  of  the  Governor  of  such  State,  may  terminate 
or  suspend  its  agreement  with  the  State  and  reassert  the  licens- 
ing and  regulatory  authority  vested  in  it  under  this  Act,  if 
the  Commission  finds  that  such  termination  or  suspension  is 
required  to  protect  the  public  health  and  safety. 

"k.  Nothing  in  this  section  shall  be  construed  to  affect  the 
authority  of  any  State  or  local  agency  to  regulate  activities  for 
purposes  other  than  protection  against  radiation  hazards. 

"I.  With  respect  to  each  application  for  Commission  license 
authorizing  an  activity  as  to  which  the  Commission's  authority 
is  continued  pursuant  to  subsection  c,  the  Commission  shall 
give  prompt  notice  to  the  State  br  States  in  which  the  activity 
will  be  conducted  of  the  filing  of  the  license  application;  and 
shall  afford  reasonable  opportunity  for  State  representatives  to 
offer  evidence,  interrogate  witnesses,  and  advise  the  Commis- 
sion as  to  the  application  without  requiring  such  representa- 
tives to  take  a  position  for  or  against  the  granting  of  the 
application. 

"m.  No  agreement  entered  into  under  subsection  b.,  and  no 
exemption  granted  pursuant  to  subsection  f.,  shall  affect  the 
authority  of  the  Commission  under  subsection  161  b.  or  i.  to 
issue  rules,  regulations,  or  orders  to  protect  the  common  de- 
fense and  security,  to  protect  restricted  data  or  to  guard 
against  the  loss  or  diversion  of  special  nuclear  material.  For 
purposes  of  subsection  161i.,  activities  covered  by  exemptions 
granted  pursuant  to  subsection  f.  shall  be  deemed  to  consti- 
tute activities  authorized  pursuant  to  this  Act ;  and  special 
nuclear  material  acquired  by  any  person  pursuant  to  such  an 
exemption  shall  be  deemed  to  have  been  acquired  pursuant 
to  section  53. 

"n.  As  used  in  this  section,  the  term  'State'  means  any 
State,  Territory,  or  possession  of  the  United  States,  the  Canal 
Zone,  Puerto  Rico,  and  the  District  of  Columbia." 

Sec.  2.  Section  108  of  the  Atomic  Energy  Act  of  1954  is 
amended  by  deleting  the  phrase  "distributed  under  the  provi- 
sions of  subsection  53a.,"  from  the  second  sentence. 

Approved  September  23,  1959. 


APPENDIX   II 

PROPOSED  CRITERIA  FOR  GUIDANCE  OF  STATES  AND  THE  AEC  IN  THE 

D^CONT^NUAN^^^  REGULATORY  AUTHORITY  OVER  BYPRODUCT, 

SOURCE    AND  SPECIAL  NUCLEAR  MATERIALS  IN  LESS  THAN  A 

CRITICAL  MASS  AND  THE  ASSUMPTION  THEREOF 

BY  STATES  THROUGH  AGREEMENT 

Introduction 

These  proposed  criteria  are  being  developed  to  implement  a  program 
authorized  by  P.L.  86-373,  which  was  enacted  m  ^he  form  of  an 
amendment  to  the  Atomic  Energy  Act  and  approved  ^Y  ^e  P^^^iden 
on  September  23,  1959  (copy  attached).  Under  provis  on  of  th  s 
amendment,  when  an  agreement  between  a  state  and  the  Ai^L  is 
effec  ed  the  commission  will  discontinue  its  regulatory  authority  over 
byproduct  material  (radioisotopes)  and  source  material  (cranium  and 
thorium)  and  also  over  special  nuclear  material  (Uranium  233,  Urani- 
um 235  and  pliitonium)  of  less  than  a  critical  mass 

An  agreement  may  be  effected  between  a  state  and  AEC:  (1)  upon 
certification  by  the  Governor  that  the  State  has  a  program  for  the 
controTof  radfation  hazards  adequate  to  protect  the  public  health  and 
safety  with  respect  to  the  materials  within  the  state  covered  by  the 
proposed  agreement  and  the  State  desires  to  assume  regulatory  respon- 
siMHty  for  such  materials;  and  (2)  the  AEC  makes  a  finding  that  e 
state  prooram  is  compatible  with  the  commission's  program  for  the 
reoala^Ion  of  such  materials,  and  is  adequate  to  protect  the  public 
health  and  safety  with  respect  to  the  materials  covered  by  the  proposed 

"After  discussions  with  various  state  officials  and  representatives  of 
organizations  of  state  officials,  the  Atomic  Energy  Commission  drafted 
proposed  criteria,  as  set  forth  below,  to  provide  assistance  to  the  states 
in  developing  a  regulatory  program  which  is  compatible  with  that  ot 
the  AEC  The  criteria  are  being  circulated  among  states,  federal  agen- 
cies and  other  interested  groups  for  comment,  prior  to  formal  adop- 
tion bv  the  comission.  i   -i       4.  «?     4? 

In  co-operation  with  representatives  of  the  statesand  the  staff  _  ot 
the  Council  of  State  Governments,  the  commission  is  also  Preparing 
suggested  state  legislation  and  radiation  regulations  as  additional 
assistance  to  the  states  in  achieving  compatibility  of  their  programs 
with  that  of  the  AEC,  as  provided  by  the  amendment  Uniformity  m 
standards  is  essential  in  avoiding  inconsistencies  and  difficulties  m 
different  jurisdictions  which  may  hinder  the  atomic  energy  program  or 
ieopardize  the  health  and  safety  of  the  public. 

The  proposed  criteria  recommend  that  the  state  authority  con- 
sider the  total  accumulative  occupational  radiation  exposure  of  indi- 
viduals To  facilitate  such  an  approach,  it  is  the  view  ot  the  AEC  that 
on  overall  radiation  protection  program  is  desirable.   The  maximum 

lA  summary   of  the   commission's   regulatory   program   covering  these   materials  is 
attached  as  an  Annex. 

(45) 
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scope  of  each  state's  radiation  protection  program  is  not,  however,  a 
necessary  or  appropriate  subject  for  coverage  in  the  criteria.  Conse- 
quently, they  are  silent  on  the  question  whether  a  state  should  have  a 
total  regulatory  program  covering  all  sources  of  radiation  including 
those  not  subject  to  control  by  the  AEC  under  the  Atomic  Energy  Act, 
such  as  X-rays,  radium,  accelerators,  etc. 

To  assist  the  states  in  developing  radiation  control  programs  the 
AEC  will  provide  training  for  state  personnel,  including:  (1)  an  on- 
the-job  training  program  for  orientation  and  experience  in  licensing, 
compliance  and  enforcement  functions  and  in  field  inspections;  (2) 
intensive  courses  in  health  physics  (of  10  to  12  weeks)  in  commission 
facilities;  and  (3)  formal  training  through  health  physics  fellowship 
programs  and  a  program  designed  for  special  assistance  to  states  in 
radiation  control  (both  programs  cover  an  academic  year  of  study  as 
well  as  practical  experience  in  health  physics  at  commission  facilities). 
The  commission  training  programs  are  being  co-ordinated  with  those 
of  the  U.S.  Public  Health  Service. 

The  PHS  offers  training  courses  and  training  assistance  in  the  field 
of  radiological  health.  The  radiological  health  training  program  con- 
ducted by  the  PHS  provides  intensive  technical  courses  for  professional 
public  health  personnel.  The  graduate  training  program  of  the  PHS, 
wherein  state  health  agency  personnel  or  PHS  officers  assigned  to 
these  agencies  receive  university  training  in  radiological  health,  also 
provides  trained  professional  personnel.  The  Department  of  Health, 
Education,  and  Welfare  will  continue  as  the  federal  focal  point  for 
guidance  and  assistance  to  the  states  wdth  respect  to  contamination  by 
and  biological  effects  from  radiation  sources  not  now  under  control 
of  the  Atomic  Energy  Commission. 

It  is  the  policy  of  the  President  that  the  AEC  enter  into  formal 
agreements  with  states  pursuant  to  the  act  as  rapidly  as  the  states 
and  the  commission  are  prepared  to  do  so.  To  that  end,  the  commission 
will  welcome  discussions  and  suggestions  relative  to  the  proposed 
criteria  and,  later,  on  the  suggested  legislative  program  and  regulations. 
The  commission  recognizes  that  states  may  now  have  radiation  control 
programs,  based  on  suitable  legislation  and  appropriate  regulations, 
which  would  permit  early  initiation  of  discussions  which  could  lead  to 
agreements.  Such  discussions  are  welcome. 

Formal  comments  and  suggestions  with  respect  to  the  proposed  cri- 
teria should  be  addressed  to  Mr.  John  A.  McCone,  Chairman,  U.S. 
Atomic  Energy  Commission,  Washington  25,  D.C. 

Inquiries  about  details  of  the  proposed  criteria  or  other  aspects  of 
the  AEC's  Federal-State  Relations  Program  should  be  addressed  to 
the  Office  of  Health  and   Safety,   U.S.  Atomic   Energy   Commission 
Washington  25,  D.C. 

OBJECTIVES 

1.  Protection,  Development.  A  state  regulatory  program  should  be 
designed  to  protect  the  health  and  safety  of  the  people  against  radia- 
tion hazards  and  to  encourage  the  constructive  uses  of  radiation. 
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RADIATION   PROTECTION   STANDARDS^ 

2.  Standards.     The  state  reo-ulatory  program  should  adopt  a  set  of 
standards  for  protection  against  radiation.  _ 

3  f77ti/ortHiY.j  «i  Eaf/^-af^07.  ,Sf«,Hdard.9.  It  is  important  to  strive  for 
nniformi  y  in  technical  definitions  and  terminology  Particiilarly  as 
Sated  to  snch  things  as  units  of  measurement  -^1^^ ^  ^adiS 
There  should  be  uniformity  on  permissible  doses  and  l^^^^^  ^f/^^^^^^;*;" 
and  concentrations  of  radioactivity.  ^^  ^^^ 7^^!,*>^ /^.^^^J" V  JeX 
and  no  less  than  those  standards  fixed  by  Part  20  of  the  AEC  regula 

*'Tor  the  past  30  years  the  National  Committee  on  Radiation  Protec. 
tion  and  Measurements  (NCRP)  has  been  studying  tlie  entire  area  of 
permissible  radiation  dose,  and  during  that  time  ^as  made  recom 
mendations  on  the  permissible  radiation  exposure.  AEC  ^  pol^f/^^ 
been  to  follow  these  recomendations  both  m  its  own  operations  and  m 
developing  and  administering  its  regulatory  program.  The  basic  radia- 
on  ex^posaire  standards  in  10  CFR,  Part  20,  represent  the  legal  adapa- 
on  of  these  NCRP  recommendations.  In  addition,  it  is  expected  tha 
guidance  in  the  formulation  of  future  radiation  standards  by  ederal 
lUncies  will  be  provided  by  the  President,  on  the  advice  of  the  recently 
established  Federal  Radiation  Council. 

4  Total  OccnpaMonal  Badiation  Exposure  The  regulatory  author- 
ity should  consider  the  total  occupational  f^diation  exposure  of  md- 
viduals,  including  that  from  sources  whi.h  are  lotv^^^l^ted  by  it, 
except  exposures  to  patients  for  medical  diagnosis  and  therapy. 

Tsurveys,  Monitoring,  Lahels,  Signs,  Symhols.  Surveys  and  per- 
sonnel monitoring  are  important  in  achieving  radiological  Protection 
a^iTin  determining  compliance  with  safety  regulations,  t  -  <ie-rab le 
to  achieve  uniformity  in  labels,  signs,  ancl  symbo  s,  and  the  posting 
hereof  and  it  is  essential  that  there  be  uniformity  m  labels  signs,  and 
symbol;  thich  are  affixed  to  radioactive  products  which  are  transferred 

*°  t\Zstrnction.  Persons  working  in  or  frequenting  controlled  areas  ^ 
should  be  nstructed  with  respect  to  the  hazards  of  excessive  exposure 
?o  radioactive  materials  and  in  P-eantions  to  minimize  expos^^^^^ 

7  Storaqe.  Radioactive  materials  stored  m  an  uncontroilecl  aiea 
should  be  secured  against  unauthorized  removal 

8  Waste  Disposal.  In  the  release  or  disposal  of  radoactive  mate- 
rials certain  limited  quantities  may  be  safely  discharged  into  the  air, 
water  and  sewers  and  buried  in  the  soil.  These  limits  should  be  uni- 
wNnd  aTpricHbed  in  Part  20.  Holders  of  --^^c^ive  n^^^^^^^^^ 
desiring  to  release  or  dispose  of  quantities  m  excess  of  th  P  e^ci^be^ 
limits  should  be  required  to  obtain  special  permission  from  the  appro- 
nriate  state  or  federal  regulatory  authority.  ^^  ^     •  ,        m 

9  Remdations  Governing  Shipment  of  Radioactive  Materials,  ihe 
state  should  promulgate  regulations  applicable  to  the  mtrasta  e  ship- 
ment of  radioactive  materials,  such  regulations  to  be  compatible  witli, 
if  not  identical  to,  those  established  by  the  Federal  Government  (AEC, 

^'^F^^e  content  to  all  criteria  enunciated,  there  is  being  prepared  a  set  of  suggested 

SuSl^fepTrTt^e;S^^rr^oo"n.Tfn\^?JsiS^^^^^  be  set  apart  as  a 

controlled  area. 
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Interstate  Commerce  Commission,  Federal  Aviation  Agency  Treasury 
Department,  (Coast  Guard),  and  Post  Office)  covering  interstate  ship- 
ment of  such  materials. 

10.  Records  and  Reports.  It  is  essential  that  holders  and  users  of 
radioactive  materials  (a)  maintain  records  covering  personnel  radia- 
tion exposures,  radiation  surveys,  and  disposals  of  materials;  (b)  keep 
records  of  the  receipt  and  transfers  of  the  materials;  (c)  report  signi- 
ficant incidents  involving  the  materials,  as  prescribed  by  the  regulatory 
authority  and  (d)  make  available,  upon  request  of  an  individual,  data 
on  his  exposure. 

11.  Additional  Requirements  and  Exemptions.  Consistent  with  the 
overall  criteria  here  enumerated  and  to, accommodate  special  cases  or 
circumstances,  the  regulatory  authority  should  be  authorized  to  impose 
additional  requirements  to  protect  health  and  safety,  or  to  grant  neces- 
sary exemptions  which  will  not  jeopardize  health  and  safety. 

PRSOR   EVALUATION    OF    USES   OF    RADIOACTIVE   MATERIALS 

12.  Prior  Evaluation  of  Hazards  and  Uses,  Exceptions.  In  the 
present  state  of  knowledge,  it  is  necessary  in  regulating  the  possession 
and  use  of  radioactive  materials  that  the  regulatory  authority  require 
the  submission  of  information  on,  and  evaluation  of,  the  potential 
hazards  and  the  capability  of  the  user  or  possessor  prior  to  his  receipt 
of  the  materials.  This  criterion  is  subject  to  certain  exceptions  and  to 
continuing  reappraisal  as  knowledge  and  experience  in  the  atomic 
energy  field  increase.  Frequently  there  are,  and  increasingly  in  the 
future  there  may  be,  categories  of  materials  and  uses  as  to  which  there 
is  sufficient  knowledge  to  permit  possession  and  use  without  prior  evalu- 
ation of  the  hazards  and  the  capability  of  the  possessor  and  user. 

These  categories  fall  into  two  groups— those  material  and  uses  which 
may  be  completely  exempt  from  regulatory  controls,  and  those  mate- 
rials and  uses  in  which  sanctions  for  misuse  are  maintained  without 
pre-evaluation  of  the  individual  possession  or  use. 

13.  Evaluation  Criteria.  In  evaluating  a  proposal  to  use  radioactive 
materials,  the  regulatory  authority  should  determine  the  adequacy  of 
the  applicant 's  facilities  and  safety  equipment,  his  training  and  experi- 
ence in  the  use  of  the  materials  for  the  purpose  requested,  and  his 
proposed  administrative  controls. 

14.  Broad  Research  and  Development  Authorizations  for  Institutions. 
In  authorizing  research  and  development  involving  radioactive  mate- 
rials, where  an  institution  has  people  with  extensive  training  and  expe- 
rience, _  the  regulatory  authority  may  wish  to  provide  a  means  for 
authorizing  broad  use  of  materials  without  evaluating  each  specific  use. 

15.  Human  Use.  The  use  of  radioactive  materials  and  radiation  on 
or  in  humans  should  not  be  permitted  except  by  properly  qualified 
persons  (normally  licensed  physicians)  possessing  prescribed  minimum 
experience  in  the  use  of  radioisotopes  or  radiation. 

INSPECTION 

16.  Purpose,  Frequency.  The  possession  and  use  of  radioactive  ma- 
terials should  be  subject  to  inspection  by  the  regulatory  authority  and 
should  be  subject  to  the  performance  of  tests,  as  required  by  the  regu- 
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latory  authority.  Inspection  and  testing  is  conducted  to  determine,  and 
to  assist  in  obtaining,  compliance  with  regulatory  requiremeiits 

Frequency  of  inspection  should  be  based  upon  tlie  degree  of  potentuU 
hazard  associated  with  the  particular  category  of  use.  The  raore^hazard- 
ous  uses  should  be  inspected  at  least  once  each  year.  More  irefpient 
inspections  may  be  required  if  there  is  questionable  compliance. 

17  Inspections  Compulsory,  hut  With  Minimum  Interference.  Li- 
censees or  permittes  should  be  under  obligation  by  law  to  provide 
access  to  inspection,  but  should  be  subject  to  minimum  interruptions  to, 
or  interference  with,  their  activities  when  such  inspections  occur. 

18  Notification  of  Results  of  Inspection.  Licensees  and  permittees 
are  entitled  to  be  advised  of  the  results  of  ins])ections  and  to  notice  as 
to  whether  or  not  they  are  in  compliance. 

ENFORCEMENT 

19  Enforcement.  Possession  and  use  of  radioactive  materials  should 
be  amenable  to  enforcement  through  legal  sanctions,  and  the  regulatory 
authority  should  be  equipped  or  assisted  by  law  with  the  necessary 
enforcement  powers.  This  mav  include,  as  appropriate,  administrative 
remedies  looking  towards  issuance  of  orders,  or  suspension  or  revocation 
of  the  right  to  possess  and  use  materials,  and  the  impounding  of  mate- 
rials; the  obtaining  of  injunctive  relief;  and  the  imposing  of  civil  or 
criminal  penalties. 

PERSONNEL 

20  Qualifications  of  Regulatory  and  Inspection  Personnel.  Prior 
evaluation  of  applicants  for  licenses  or  authorizations  and  inspection 
of  licensees  or  permittees  must  be  conducted  by  persons  possessing  the 
training  and  experience  relevant  to  the  type  and  level  of  radioactivity 
in  the  proposed  use  to  be  evaluated  and  inspected.  This  requires  compe- 
tency to  evaluate  various  potential  radiological  hazards  associated  with 
the  many  uses  of  radioactive  material  and  includes  concentrations  of 
radioactive  materials  in  air  and  water,  conditions  of  shielding,  the 
making  of  radiation  measurements,  knowledge  of  radiation  instruments 
—their  selection,  use  and  calibration— laboratory  design,  contamination 
control,  other  general  principles  and  practices  of  radiation  protection, 
and  use  of  management  controls  in  assuring  adherence  to  safety  pro- 

cedures 

To  perform-  these  functions  involved  in  evaluation  and  inspection, 
it  is  desirable  that  there  by  personnel  educated  and  trained  in  the 
physical  and /or  life  sciences,  including  biology,  chemistry,  physics  and 
engineering,  and  that  the  personnel  have  had  training  and  experience 
in  health  physics.  For  example,  the  person  who  will  be  responsible  for 
the  actual  performance  of  evaluation  and  inspection  of  all  otthe  vari- 
ous uses  of  byproduct,  source  and  special  nuclear  material  which  might 
come  to  the  regulatory  body  should  have  substantial  training  and  ex- 
tensive experience  in  the  field  of  health  physics.  It  is  desirable  that 
such  a  person  have  a  bachelor's  degree  or  equivalent  m  the  physical  or 
life  sciences,  and  specific  training  in  health  physics. 

It  is  recognized  that  there  will  also  be  persons  m  the  program  per- 
forming a  more  limited  function  in  evaluation  and  inspection.  Ihese 
persons  will  perform  the  day-to-day  work  of  the  regulatory  program 
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and  deal  with  both  routine  situations  as  vrell  as  some  which  will  be  out 
of  the  ordi]iary.  These  people  should  have  a  bachelor's  degree  or  equiv- 
alent ni  the  physical  or  life  sciences,  training  in  health  physics,  and 
approximately  two  years  of  actual  work  experience  in  the  field  of  health 
physics. 

The  foregoing  are  considered  desirable  qualifications  for  the  staff  who 
will  be  responsible  for  the  actual  performance  of  evaluation  and  inspec- 
tion. In  addition,  there  will  probably  be  trainees  associated  with  the 
regulatory  program  who  will  have  an  academic  background  in  the  phys- 
ical or  life  sciences  as  well  as  varying  amounts  of  specific  training  in 
health  physics  but  little  or  no  actual  work  experience  in  this  field  The 
background  and  specific  training  of  these  persons  will  indicate  to  some 
extent  their  potential  role  in  the  regulat^rv  program.  These  trainees 
of  course,  could  be  used  initially  to  evaluate  and  inspect  those  applica- 
tions of  radioactive  materials  which  are  considered  routine  or  more 
standardized  from  the  radiation  safety  standpoint,  for  example,  inspec- 
tion of  industrial  gauges,  small  research  programs,  and  diagnostic  med- 
ical programs.  As  they  gain  experience  and  competence  in  the  field 
the  trainee  could  be  used  progressively  to  deal  with  the  more  complex 
or  difficult  types  of  radioactive  material  applications.  It  is  desirable 
that  such  trainees  have  a  bachelor's  degree  or  equivalent  in  the  phys- 
ical or  life  sciences  and  specific  training  in  health  physics. 

It  is  recognized  that  radioactive  materials  and  their  uses  are  so 
varied  that  the  evaluation  and  inspection  functions  will  require  skills 
and  experience  in  the  diiferent  disciplines  which  will  not  always  reside 
in  one  person.  The  regulatory  authority  should  have  the  composite  of 
such  skills  either  in  its  employ  or  at  its  command,  not  only  for  routine 
functions,  but  also  for  emergency  cases. 

SPECIAL    NUCLEAR   MATERIAL 

21.  Conditions  Applicable  to  Special  Nuclear  Material.  The  regula- 
tory authority  should  recognize  the  ownership  by  the  United  States  of 
all  special  nuclear  material  and  the  financial,  security,  and  other  con- 
ditions under  which  special  nuclear  material  is  made  available.  Author- 
ization to  possess  and  use  special  nuclear  material  should  contain  rec- 
ognition of  the  duty  of  the  holder  to  report  to  the  AEC,  on  AEC 
prescribed  forms  (1)  transfers  of  special  nuclear  material,  and  (2) 
periodic  inventory  data;  and  should  contain  recognition  of  the  super- 
vening regulatory  authority  of  the  AEC  if  the  holder  comes  into  pos- 
session of  quantities  of  special  nuclear  material  in  excess  of  the  State 's 
jurisdictional  limits. 

22.  Special  Nuclear  Material  Defined.  Special  nuclear  material,  in 
quantities  not  sufficient  to  form  a  critical  mass,  shall  be  defined  to 
mean  uranium  enriched  in  the  isotope  U  235  in  quantities  not  exceed- 
ing 350  grams  of  contained  U  235 ;  uranium  233  in  quantities  not  ex- 
ceeding 200  grams ;  plutoninm  in  quantities  not  exceeding  200  grams ; 
or  any  combination  of  them  in  accordance  with  the  following  formula  • 
For  each  kind  of  special  nuclear  material,  determine  the  ratL  between 
the  quantity  of  that  special  nuclear  material  and  the  quantity  specified 
above  for  the  same  kind  of  special  nuclear  material.  The  sum  of  such 
ratios  for  all  of  the  kinds  of  special  nuclear  material  in  combination 
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Should  not  exceed  "1"  (i.e.,  vuiity).  For  example,  the  following  quan- 
tities in  comhination  would  not  exceed  the  limitation  and  is  withm  the 
formula,  as  follows : 

175    (grams  contained  U  23.5)    ^    50    (grains  U  233)  50    (grams  Pu)    _  ^ 
^ 350 +   200                ^  200 

ADMINISTRATION 

23  State  practices  for  assuring  the  fair  and  impartial  administra- 
tion of  regulatory  law,  including  provision  for  public  participation 
where  appropriate,  should  be  incorporated  in  procedures  tor : 

a.  Formulation  of  rules  of  general  applicability ; 

b.  Approving  or  denying  applications  for  licenses  or  authorizations 
to  possess  and  use  radioactive  materials ;  and 

c.  Taking  disciplinary  actions  against  licensees  or  permittees. 

ARRANGEMENTS   FOR   DISCONTINUING   AEC   JURISDICTION 

24  State  Agencv  Designation.  The  State  should  indicate  which 
agency  or  agencies  will  have  authority  for  carrying  on  the  program 
and  a  summary  of  the  legal  authority.  There  should  be  assurances 
against  duplicate  regulation  and  licensing  by  state  and  local  author- 
ities, and  it  may  be  desirable  that  there  be  a  single  or  central  regula- 
tory authority.  .      .  t      -ce    4.- 

25  Existing  AEC  Licenses  and  Pending  Applications.  In  ettecting 
the  discontinuance  of  jurisdiction,  appropriate  arrangements^  will  be 
made  by  AEC  and  the  State  to  ensure  that  there  will  be  no  mterter- 
ence  with  or  interruption  of  licensed  activities  or  the  processing  ot 
license  applications,  bv  reason  of  the  transfer.  For  example  one  ap- 
proach might  be  that  the  State,  in  assuming  jurisdiction  coiild  recog- 
nize and  continue  in  effect,  for  an  appropriate  period  of  time  under 
state  law,  existing  AEC  licenses,  including  licenses  for  which  timely 
applications  for  renewal  have  been  filed,  except  where  good  cause  war- 
rants the  earlier  re-examination  or  termination  of  the  license. 

26  Relations  With  Federal  Government  and  Other  States.  Ihe  reg- 
ulatory authority  will  be  expected  to  recognize  appropriate  exemptions 
from  its  regulations  for  operations  by  the  federal  government  and 
operations  regulated  by  federal  agencies,  but  should  maintain  and  pro- 
mote co-operative  efforts  and  arrangements  with  the  federal  govern- 
ment and  its  agencies  and  among  the  states. 

There  should  be  an  interchange  of  federal  and  state  information  and 
assistance  in  connection  with  the  issuance  of  regulations  and  licenses 
or  authorizations,  inspection  of  licensees,  reporting  of  incidents  and 
violations,  and  training  and  education  problems. 

27  Execution,  State  Certification,  AEC  Finding,  PuUicatian  The 
agreement  shall  be  executed  by  the  Governor  of  the  state  on  behalt  ot 
the  state  and  by  the  Chairman  of  the  Atomic  Energy  Commission  on 
behalf  of  the  commission.  The  agreement  shall  contain  or  a^nnex  the 
certification  of  the  Governor  that  the  state  has  a  progmm  for  the  control 
of  radiation  hazards  adequate  to  protect  the  public  health  and  safety, 
with  respect  to  the  materials  within  the  state  covered  by  the  proposed 
agreement,  and  that  the  state  desires  to  assume  regulatory  I'esponsibU- 
ity  for  such  materials.  The  agreement  shall  contain  or  annex  the  lindmg 
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of  the  Atomic  Energy  Commission  that  the  state  program  is  compatible 
with  the  commission's  program  for  the  regulation  of  such  materials, 
and  that  the  state  program  is  adequate  to  protect  the  public  health  and 
safety  with  respect  to  the  materials  covered  by  the  proposed  agreement. 
Within  30  days  after  the  agreement  is  signed  by  the  commission  and 
the  Governor,  the  agreement  and  exemptions  shall  be  published  in  the 
Federal  Register. 

28.  Exemptions  From  Federal  Requirements,  Advance  PuUication. 
Before  any  agreement  is  signed  by  the  AEC,  the  commission  shall 
determine  the  exemptions  which  appear  necessary  from  the  licensing 
requirements  contained  in  Chapters  6,  7,  and  8  of  the  Atomic  Energy 
Act  and  from  its  regulations  applicable^  to  licenses  necessary  or  ap- 
propriate to  carry  out  the  proposed  agreement;  and  the  terms  of  the 
proposed  agreement  and  the  proposed  exemptions  shall  be  published 
once  each  week  for  four  consecutive  weeks  in  the  Federal  Register  with 
opportunity  for  comment  by  interested  parties  on  the  proposed  agree- 
ment and  exemptions.  Each  proposed  agreement  shall  include  the  pro- 
posed effective  date  of  the  agreement  and  exemptions. 

29.  Coverage,  Amendments,  Reciprocity.  An  agreement  providing 
for  discontinuance  of  ABC  regulatory  authority  and  the  assumption 
thereof  by  the  state  may  relate  to  any  one  or  more  of  the  following 
categories  of  materials  within  the  state,  as  contemplated  by  Public 
Law  86-373: 

A.  Byproduct  materials, 

B.  Source  materials, 

C.  Special  nuclear  materials  in  quantities  not  sufficient  to  form 
a  critical  mass ; 

but  must  relate  to  the  whole  of  such  category  or  categories  and  not  to  a 
part  of  any  category.  If  less  than  the  three  categories  are  included  in 
a,ny  discontinuance  of  jurisdiction,  discontinuance  of  AEC  regulatory 
authority  and  the  assumption  thereof  by  the  state  of  the  others  may 
be  accomplished  subsequently  by  an  amendment  or  by  a  later  agreement. 

The  agreement  may  incorporate  by  reference  provisions  of  other 
documents,  including  these  criteria,  and  the  agreement  shall  be  deemed 
to  incorporate  without  specific  reference  the  provisions  of  P.L.  86-373 
a.nd  the  related  provisions  of  the  Atomic  Energy  Act. 

The  agreement  may  provide  for  the  reciprocal  recognition  of  state 
licensees  or  permittees  and  federal  licenses  in  connection  with  out-of- 
the-jurisdiction  operations  by  a  state  or  federal  licensee. 
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APPENDIX   III 

STATE  RADIATION  CONTROL  ACT 

SUGGESTED   STATE    LEGISLATION 
PROGRAM   FOR    1931 

In  September  of  1959,  tlie  Congress  enacted  what  is  commonly  re- 
ferred to  as  the  "Federal-State  Amendment"  (Public  Law  86-373)  to 
the  Atomic  Energy  Act  of  1954.  The  purpose  of  this  law  is  to  provide 
for  the  gradual  assumption  by  the  states  of  federal  regulatory  authority 
in  the  field  of  radiation  hazards.  Until  1959,  responsibility  for  regula- 
tion of  the  atom  resided  almost  exclusively  with  the  federal  government. 
Undoubtedly,  the  historical  basis  for  this  concentration  of  federal  power 
lay  in  the  initial  development  of  nuclear  energj^  for  military  purposes. 
But  even  when  the  new  world  of  peacetime  development  was  opened 
by  the  Atomic  Energy  Act  of  1954,  private  exploitation  of  nucleai 
energy  was  regarded  as  an  instrument  of  national  power  to  be  closely 
supervised  bv  the  federal  government.  •     ■  a- 

While  the  "federal  government  exercised  ^I^^^f ^^  f  ^^^^^^'^^^  ^^^"'^'^^^ 
tion  over  atomic  energy  matters  following  World  War  II  he  states 
in  the  exercise  of  their  responsibility  for  the  protection  of  the  public 
health  and  safety,  began  developing  regulatory  P^'ograms  affecting 
certain  sources  of  ionizing  radiation.  Presently,  the  states  ha.  e  the 
responsibility  to  regulate  health  and  safety  hazards  associated  with 
X-?ay  machhies,  radioisotopes  produced  in  partix-le  accelerators  and 
naturally  occurring  radioactive  materials  not  subject  to  regulation  by 
SflJ^Ued  States  Atomic  Energy  Commission  such  as  Pf -^  ^^^ 
radium  and  other  radioactive  ores  prior  to  their  removal  from  their 
placHf  deposit  in  nature.  The  importance  of  state  activity  is  evidenced 
Cthe  fact  that  even  without  an  enlargement  of  state  j-isdiction  t^^^^^ 
averao-e  individual  will  receive  from  sources  subject  to  state  control 
much  the  greater  part  of  his  total  radiation  exposure. 

It  would  appear  that  the  great  majority  of  states  have  taken  action 
of  some  kind  to  cope  with  dangers  from  radiation  sources  Almost  halt 
reauire  the  registration  of  radiation  sources.  Seven  states  have  compre- 
hensive radiation  protection  codes.  With  respect  to  atomic  energy  de- 
velopment, legislation  has  been  adopted  by  17  states  providing  for  some 
kincl  of  co-orclinating  mechanism,  and  23  states,  by  legislative  or  admin- 
istrative action,  have  established  advisory  or  study  groups. 

For  its  part  the  Committee  on  Suggested  State  Legislation  proposed 
in  the  Program  of  Suggested  State  Legislation  for  1957  that  states  pro- 
vide for  CO  ordination  of  atomic  development.  This  proposal,  with  some 
amendments,  was  carried  again  in  Suggested  State  Legislation-Pro- 
eram  for  1959  The  latter  program  also  contained  proposals,  m  some 
instances  accompanied  by  draft  bills,  with  respect  to  radiation  protec- 
tion shoefitting  X-rays  or  fluoroscopes,  workmen's  compensation  laws 
and'radiation  coverage,  and  public  liability  of  state  and  local  licensees 
for  atomic  incidents.  A  supplement  to  the  program  for  1959  and  the 
program  for  1960  included  an  analysis  of  state  workmen  s  compensation 
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laws  and  their  coverage  of  workers  exposed  to  radiation  hazards,  along 
with  suggested  legislation  to  assist  states  in  revising  their  laws  to 
provide  adequate  protection. 

Congress,  recognizing  the  increasing  activity  and  concern  of  the 
states,  ni  the  regulating  of  sources  of  ionizing  radiation,  provided  in 
Public  Law  86-373  a  means  by  which  the  states  could  assume  certain 
regulatory  powers.  The  act  authorizes  the  dicontinuance  of  federal 
regulartory  authority  and  the  assumption  thereof  by  a  state  with  respect 
to  one  or  more  of  the  following:  (1)  byproduct  materials;  (2)  source 
materials;  and  (3)  special  nuclear  materials  in  quantities  not  sufficient 
to  form_  a  critical  mass.  At  the  present  time,  the  federal  government 
retains  jurisdiction  with  respect  to:  (1)  the  construction  and  operation 
of  any  production  or  utilization  fa,cility;  (2)  waste  disposal  at  sea; 
(3)  the  transfer  of  possession  and  control  of  manufactured  items  and 
waste  disposal  on  land  if  the  commission  deems  licensing  necessary; 
and  (4)  export  from  or  import  into  the  United  States  of  source,  by- 
product, special  nuclear  material  or  any  production  or  utilization 
facility. 

_  Other  sections  provide  for  co-ordination  in  the  development  of  radia- 
tion standards  for  the  guidance  of  federal  agencies  and  co-operation 
with  the  states;  for  AEC-state  agreements  for  the  performance  of  in- 
spections or  other  functions  on  a  co-operative  basis ;  and  for  the  com- 
mission to  provide  training  to  employees  of,  a.nd  other  assistance  to, 
state  and  local  governments  as  the  commission  deems  appropriate. 

The  vehicle  for  accompli^^hing  the  jurisdictional  transfer  is  an  agree- 
ment between  the  AEC  and  the  governor  of  the  state.  In  order  to  enter 
into  such  an  agreement,  Public  Law  86-373  requires  that  the  AEC  find 
that  the  state  regulatory  program  is  compatible  with  that  of  the  federal 
government  and  adequate  to  protect  the  public  health  and  safetv.  The 
two  basic  elements  of  an  effective  state  program  are  ( 1 )  a  series  of  rules 
and  regulations  insuring  the  public  health^and  safety  and  (2)  an  effec- 
tive administrative  structure  for  the  promulgation  and  enforcement  of 
such  rules  and  regulations.  The  details  of  this  program  are  specifically 
set  forth  in  criteria  developed  by  the  ABC  in  co-operation  with  state 
ofBcials  and  interested  private  groups. 

The  suggested  State  Radiation  Control  Act  contains  a  number  of 
alternative  administrative  a,rrangements,  one  of  which  should  meet  the 
needs,  legal  requirements  and  organizational  pattern  of  any  state.  In 
addition,  it  provides  authority  for  the  governor  to  enter  into  an  agree- 
ment with  the  federal  government  permitting  the  state  to  assume 
regula,tory  authority  presently  exercised  by  the  AEC.  Other  provisions 
include  legislative  authorization  for  programs  of  licensing,  inspection 
and  recordkeeping.  It  should  be  added  that  the  regulatory  authority 
of  the  act  extends  to  all  sources  of  ionizing  radiation.  As  such,  it  in- 
cludes those  sources  presently  under  state  jurisdiction  as  well  as  those 
oyer  which,  in  the  future,  the  federal  government  might  desire  to 
discontinue  its  regulatory  re  ;ponsibility. 

A  major  purpose  of  the  suggested  legislation  is  to  establish  an  in- 
ternally consistent  regulatory  system  compatible  with  that  of  the  fed- 
eral government  and  those  of  other  states.  The  desirability  of  there 
being  compatibility  among  the  several  federal  and  state  regulatory 
systems  is  evident.  Radiation  doi^age  is  cumulative  from  whatever  source 
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derived,  but  re-ulatorv  jurisdiction  in  the  interests  of  health  and  safety 
with  respect  to  the  several  sources  is  divided  between  the  federal  gov- 
ernment and  the  states.  The  defense  interest,  international  ramitications 
incident  to  weapons  testing  and  radioactive  waste  disposal  at  sea,  and 
reo'ulRtorv  responsibility  not  subject  to  federal-state  agreement  ensure 
that  the  "federal  government  will  continue  to  engage  m  regulatory 
activities.  Onlv  by  avoiding  conflicting  federal  and  state  programs  will 
it' be  possible' to  protect  the  public  health  and  safety,  encourage  the 
de^^lopment     of    atomic    industry,    and    obtain    and    retain    public 

confidence.  -t,      p  ^    +■        ^-c  +v.^ 

Recoo^iiizino-  that  the  primary  responsibility  for  protection  of  the 
public  health  and  safety  resides  in  the  states  and  that  there  is  a  con- 
tinuing federal  interest  in  atomic  energy,  the  suggested  state  legislation 
and  the  1959  federal  act  clarify  federal  and  state  responsibilities  and 
make  possible  the  establishment  of  programs  for  federal-state  co-opera- 
tion with  respect  to  control  of  radiation  hazards. 

Policy,  Purpose  and  Definitions 

Sections  1  2  and  3  relating  to  policy,  purpose  and  definitions  are 
largelv  self-explanatory.  The  Declaration  of  Policy  states  that  regula- 
tory standards  should  be  compatible  with  those  of  the  lederal  govern- 
ment and  that  such  standards  should  be  in  general  agreement  with 
those  adopted  bv  other  states.  The  purpose  section  indicates  programs 
to  be  undertaken  to  effectuate  the  policies  of  the  act. 

The  definitions  of  source,  byproduct  and  special  nuclear  materials 
contained  in  Section  3  are  those  adopted  and  used  by  the  AEC  and 
should  be  uniform  among  the  states.  The  definition  of  ionizing  radia- 
tion is  designed  as  an  exhaustive  listing  of  the  types  of  radiation  pres- 
entlv  known.  The  term  "sources  of  ionizing  radiation"  frequently  used 
in  this  act  is  intended  to  cover  all  materials  emitting  lomzmg  radia- 
tion. The  state  regulatory  body  may  provide  for  ''specific  and  gen- 
eral" licenses  as  defined  in  Section  3(c).  The  "general  license  would 
be  effective  without  pre-evaluation  or  the  filing  of  an  application  where 
dan-er  to  public  health  and  safety  is  negligible.  The  "specific  license 
would  be  issued  in  all  instances  where  tighter  regulation  and  inspec- 
tion are  necessary. 

Adminisfrative  Organization 

Section  4  provides  three  alternative  forms  of  administrative  organ- 
ization The  alternatives  are  designed  to  facilitate  incorporation  o±  an 
atomic  energy  regulatory  body  into  the  administrative  structure  ot  a 
state.  Because  of  this  flexibility,  it  was  necessary  to  incorporate  indefi- 
nite references  to  "agencies  or  cite  appropriate  agency      and      appio- 

priate  act." 

It  is  extremely  important  that  the  proper  state  agency  or  agencies 
be  cited  when  called  for.  Several  factors  must  be  considered  m  deter- 
mining Avhich  state  agency  should  be  so  cited.  If  the  State  Radiation 
Control  Agency  (Section  4,  Alternate  II)  is  created,  only  that  agency 
should  be  cited  since  it  would  be  empowered  with  all  the  regulatory 
and  licensing  authoritv  of  the  state.  If  the  co-ordmator  concept  (Section 
4  Alternate  I)  or  the  Commission  on  Radiation  Protection  concept 
(Section  4,  Alternate  III)  is  adopted,  existing  state  agencies  such  as 
the  Department  of  Health,  the  Department  of  Labor  and  Industry,  and 
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the  Water  Pollution  Control  Board  would  perform  the  actual  regula- 
tory and  licensing  functions  and  therefore  should  be  cited  at  these 
points. 

It  is  equally  important  that  the  proper  appropriate  act  be  cited.  The 
reference  here  relates  to  existing  authority  of  state  agencies  to  promul- 
gate rules  and  regulations  and/or  procedures  authorized  therefor. 

The  co-ordinator  approach  (Section  4,  Alternate  I)  calls  for  a  single 
person  to  co-ordinate  both  the  developmental  and  regulatory  programs 
of  the  state  and  act  as  the  Governor's  personal  advisor.  The  functions 
could  be  performed  by  one  acting  in  an  independent  capacity  or  by  the 
head  of  an  existing  department.  The  co-ordinator 's  principal  duties 
would  be  to  review  rules  and  regulations  of  operating  agencies  relating 
to  use  and  control  of  ionizing  radiation  and  to  provide  a  central  clear- 
inghouse for  all  atomic  energy  activity  in  the  state.  His  review  of  rules 
and  regulations  would  be  to  assure  their  consistency  with  rules  and 
regulations  of  other  agencies  of  the  state.  As  noted  in  Section  4(a)  (2), 
page  11,  the  co-ordinator  may  possess  developmental  as  well  as  regula- 
tory authority.  This  approach  parallels  that  adopted  in  co-ordinator 
proposals  made  in  the  1957  and  1959  Programs  of  Suggested  State 
Legislation.  If  the  state  desires  that  the  co-ordinator  function  only  in  a 
regulatory  capacity,  the  developmental  aspect  should  be  omitted. 

No  rule  or  regulation  would  be  effective  until  90  days  after  submis- 
sion to  the  co-ordinator  unless  this  waiting  period  is  waived.  Within 
this  period,  the  co-ordinator  would  attempt  to  resolve  any  inconsistency, 
through  consultation  with  the  agency  involved  and  the  Radiation  Ad- 
visory Board  (Section  5).  Under  the  optional  veto  provision  of  Section 
4(b}  (2)  the  Governor  is  empowered  to  veto  a  proposed  rule  or  regula- 
tion after  receiving  the  advice  of  the  co-ordinator  and  the  State  Radia- 
tion Advisory  Board,  or  direct  that  an  existing  rule  or  regulation  be 
amended  or  repealed  to  achieve  consistency.  If  Section  4(b)  (2)  is  not 
adopted  the  proposed  rule  or  regulation  automatically  would  become 
effective  90  days  after  transmittal  to  the  co-ordinator. 

The  clearinghouse  function  set  forth  in  Sections  4(b)  (5)  and  4(b) 
(6)  would  consolidate  at  one  point  within  the  state  all  available  in- 
formation pertaining  to  control  of  ionizing  radiation.  It  would  be 
possible  for  an  interested  party  to  determine,  at  a  glance,  the  condition 
of  the  licensing  and  registration  program  and  the  nature  of  all  rules 
and  regulations  relating  to  control  of  ionizing  radiation.  Section  4(b) 
(5)  provides  for  studies  relating  to  fallout,  background  radiation, 
dangers  from  nuclear  incidents  and  related  civil  defense  matters.  Sec- 
tion 4(c)  requires  each  agency  concerned  with  control  or  development 
of  atomic  energy  to  provide  the  co-ordinator  with  the  latest  information 
pertaining  to  its  activities. 

The  State  Radiation  Control  Agency  (Section  4,  Alternate  II)  is  an 
adaptation  of  a  proposal  by  the  National  Committee  on  Radiation  Pro- 
tection and  Measurement.  The  agency  could  be  an  independent  unit,  an 
existing  department  or  a  component  of  an  existing  department.  Under 
Section  4(d)  the  agency  would  promulgate  rules  and  regulations,  estab- 
lish a  licensing  system,  and  develop  programs  for  evaluation  of  radia- 
tion hazards.  The  agency  would  be  given  a  clearinghouse  function  in 
Section  4(d)  (8)  to  insure  that  appropriate  records  are  maintained. 
Rules  and  regulations  promulgated  by  the  agency  would  be  subject  to 
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review  by  the  Eadiation  Advisory  Board  if  Section  5(b)  (5)  is  adopted. 
If  it  is  desired  that  the  jurisdiction  of  the  agency  included  all  matters 
relating  to  radiological  health  and  safety,  the  state  may  wish  to  con- 
sider adopting  a  proposal  to  permit  the  Governor  to  initiate  executive 
reorganization  proposals  which  would  go  into  effect  within  a  stipulated 
period  of  time.  Suggested  legislation  to  accomplish  this  purpose  was 
carried  in  Suggested  State  Legislation— Program  for  1957,  page  70. 

The  Commission  on  Radiation  Protection  (Section  4,  Alternate  III) 
is  similar  to  the  mechanism  suggested  by  the  American  Public  Health 
Association.  Essential] v,  the  commission  would  be  an  arm  of  the  De- 
partment of  Health.  Its  membership  would  include  representatives  of 
state  departments  concerned  with  control  of  ionizing  radiation.  Addi- 
tional members  of  the  commission  would  be  appointed  by  the  Governor. 
The  commission  would  have  sole  authority  to  formulate  and  promul- 
gate rules  and  re2ulations  after  holding  public  hearings.  (Section  4 (t)  ) 
It  is  anticipated  that,  under  this  approach,  enforcement  and  licensing 
would  lie  essentiallv  with  the  Department  of  Health.  To  the  extent  that 
the  Department  of"  Health  or  other  operating  agencies  develop  policie^ 
or  programs  relating  to  sources  of  ionizing  radiation,  such  policies  and 
programs  would,  under  Section  4(g),  be  reviewed  by  the  commission. 
If  several  agencies  are  so  engaged,  then  provisions  should  be  made  tor 
adding  the  clearinghouse  function  authorized  in  Alternates  I  and  li. 
Section  5  establishes  a  radiation  advisory  board  appointed  by  the 
Governor.  Membership  would  include  representatives  from  various 
fields  as  well  as  appropriate  department  heads.  If  Section  4,  Alternate  1 
is  adopted  the  co-ordinator  should  be  a  member  of  the  board.  The  board 
should  be  used  in  combiuation  with  Section  4,  Alternates  I  (the  co- 
ordinator) or  II  (state  radiation  control  agency). 

Sections  5(b)  (1)  and  (2)  require  the  board  to  review  and  evaluate 
policies  and  programs  of  the  State  relating  to  regulation  of  ionizing 
radiation;  make'recommendations  to  the  Governor  (also  to  the  state 
radiation  control  agency,  or  co-ordinator,  as  appropriate)  ;  furnish  tech- 
nical advice  on  matters  relating  to  development,  utilization  and  regu- 
lation of  sources  of  ionizing  radiation ;  and  make  an  annual  report  to 
the  Governor  and  the  Legislature. 

In  the  event  the  optional  veto  provision  of  Section  4,  Alternate  I 
(co-ordinator),  is  adopted,  the  board's  advice  pursuant  to  Section 
5(b)  (4)  could  be  considered  by  the  Governor  in  deciding  whether  or 
not  to  reject  any  proposed  rule  or  regulation. 

As  an  adjunct  to  the  state  radiation  control  agency,  the  board  would, 
under  Section  5(b)  (5),  review  rules  and  regulations  of  the  Agency 
to  assure  consistency  with  rules  and  regulations  of  other  agencies  of 
the  State.  As  a  further  option,  the  veto  provision  of  Section  5(b)  (6) 
could  be  adopted  under  which  the  Governor  could  act  upon  the  advice 
of  the  board  in  deciding  whether  or  not  he  should  reject  any  proposed 
rule  or  regulation. 

Licensing 

Section  6,  the  licensing  provision,  is  proposed  in  two  alternatives. 
Alternate  I  provides  for  general  or  specific  licensing  or  registration  of 
sources  of  ionizing  radiation,  leaving  the  details  to  agency  rule  or  regu- 
lation. Alternate  II  is  more  elaborate,  providing  a  detailed  procedure 
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for  issuance,  suspension,  modification  and  revocation  of  licenses  It  is 
assumed  that  the  matters  contained  in  Section  6(a)  of  Alternate  II 
would  be  covered  by  ag-eney  regulations  under  Alternate  I  Whether 
a  state  adopts  Alternate  I  or  II  may  well  depend  upon  the  attitude 
o±  state  courts  toward  the  rule-making  power  of  regulatory  agencies. 

The  proposals  require  licensing  of  source,  special  nuclear  and  by- 
product materials.  Certain  radioactive  materials  which,  because  of  their 
potential  hazards,  may  require  pre-evaluation  of  the  user  and  the  use 
to  which  he  will  put  such  materials  may  also  be  licensed. 

For  more  hazardous  materials,  specific  licensing  and  pre-evaluation 
should  be  required.  However,  if  the  material  in  question  or  the  type  of 
use  or  user  is  such  as  to  permit  possession^-  and  use  without  prior  'evalu- 
ation, the  State  may  consider  a  general  licensing  program  wherein  no 
pre-evaluation  is  made  but  wherein  the  source  and  user  are  neverthe- 
less subjectto  state  regulations.  Similarly,  a  state  may,  where  appro- 
priate, consider  exemptions  from  licensing  requirements  or  registration 
of  sources.  Registration  of  sources  of  ionizing  radiation  is  already  a 
requirement  in  some  states. 

_  Both  alternatives  permit  the  state  regulatory  agency  to  recognize  a 
license  granted  by  another  state  or  the  federal  government  where  ap- 
propriate. This  provision  is  designed  to  facilitate  those  uses  of  ionizing 
radiation  which  require  crossing  of  state  lines :  for  example,  a  radiog- 
rapher licensed  in  one  state  and  looking  for  a  defect  in  an  interstate 
gas  pipeline.  In  this  instance  the  state  might  want  the  radiographer 
to  register  with  the  regulatory  agency  prior  to  working  in  the  state, 
considering  formal  licensing  unnecessary. 

Other  Provisions 

The  inspection  program  authorized  by  Section  7  is  essential  if  the 
regulatory  program  is  to  have  meaning  and  force.  The  one  limitation 
on  this  power  is  entry  to  areas  under  the  jurisdiction  of  the  federal 
government.  Such  entry  and  inspection  can  be  made  only  with  the 
specific  concurrence  of  a  responsible  federal  officer. 

Section  8  provides  authority  for  the  regulatory  agency  to  require 
the  keeping  of  necessary  records.  In  addition,  the  agency  is  empowered 
to  require  that  records  be  kept  of  exposure  for  all  persons  for  whom 
the  agency  may  require  personnel  monitoring  procedures.  The  latter 
is  essential  in  view  of  the  cumulative  effects  of  radiation  exposure. 

Section  9(a)  provides  authority  for  the  Governor,  on  behalf  of  the 
State,  to  enter  into  agreements  with  the  federal  government  for  discon- 
tinuance of  federal  regulatory  responsibilities  and  assumption  thereof 
by  the  State.  Section  9(b)  permits  an  orderly  transition  from  federal 
to  state  regulation. 

Section  10(a)  authorizes  inspection  agreements  with  the  Federal 
Government.  These  agreements  would  provide  for  performance  of  in- 
spections, surveys  and  other  functions  on  a  co-operative  basis  thereby 
permitting  state  personnel  to  witness  the  operation  of  an  existing  pro- 
gram. Section  10(b)  provides  requisite  authorization  for  a  state  agency 
to  establish  training  programs  and  to  participate  in  training  programs 
established  by  the  federal  government,  other  states  or  interstate 
agencies, 
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Section  11  requires  that  all  local  regulations  relating  to  control  of 
byproduct,  source  and  special  nuclear  materials  be  consistent  with  the 
provisions  of  the  act  and  rules  and  regulations  issued  thereunder. 

Section  12  requires  public  hearing  in  connection  with  any  proceeding 
under  the  licensing  program  or  to  determine  compliance  with  rules  and 
reguTatrons  of  thf  agency  concerned.  The  regulating  agency  is  also 
required  to  afford  a  hearing,  when  requested,  on  proposed  rules  and 
re-ulations.  Section  12(b)  grants  the  power  necessary  to  handle  un- 
foreseen situations  creating  an  immediate  danger  to  the  public  health 
and  safety.  It  should  be  noted  that  Section  12  is  merely  suggestive  a^ 
?o  form.  A  state  may  wish  to  expand  this  section  by  providing  for 
notice,  an  opportunity  to  be  heard,  and  other  due  process  safeguards, 
or  subject  proceedings  of  the  regulatory  agency  to  an  existing  admm- 
istrative  procedure  act.  ,     . 

Sections  13,  14,  15,  and  16  authorize  several  enf^^'f ^f  ^.^^^J?^^^ 
to  ensure  compliance  with  the  regulatory  program  of  the  state.  Ihese 
devices— injunction,  seizure,  impounding  of  materials  and  penalties- 
pi-ov'de  the  necessary  flexibility  to  permit  full  and  complete  protection 
of  the  public  health  and  safety  while  providing  adequate  insurance 
to  licensees  that  they  will  be  dealt  with  fairly. 

SUGGESTED   LEGISLATION 

[Title  should  conform  to  state  requirements.] 
(Be  it  enacted,  etc.) 
T         Section  1.     Declaration  of  Policy.  It  is  the  policy  of  the 

2     State  of in  furtherance  of  its  responsibility  to 

o     protect  the  public  health  and  safety: 

4  (1)  To  institute  and  maintain  a  regulatory  program  for 
^  sources  of  ionizing  radiation  so  as  to  provide  for  (a)  com- 
fi     patibility  with  the  standards  and  regulatory  programs  of  the 

7  federal  government,  (b)    [a  single,]    [an  integrated,]  effective 

8  system  of  regulation  within  the  State,  and  (c)  a  system  con- 

9  sonant  insofar  as  possible  with  those  of  other  states;  and 

10  (2)   To  institute  and  maintain  a  program  to  permit  devei- 

11  opmeut  and  utilization  of  sources  of  ionizing  radiation  for 

12  peaceful  purposes  consistent  with  the  health  and  safety  of  the 

U  ^^Section  2.     Purpose.  It  is  the  purpose  of  this  act  to  effectu- 

if;  ate  the  policies  set  forth  in  Section  1  by  providing  for:    _ 

jfi  (1)   A  program  of  effective  regulation  of  sources  of  ionizing 

17  radiation  for  the  protection  of  the  [occupational  and]  public 

1 Q  health  and  safety ; 

iq  (2)   A  program  to  promote  an  orderly  regulatory  pattern 

20  within  the  state,  among  the  states  and  between  the  federal 

21  government  and  the   state   and  facilitate   intergovernmental 

22  co-operation  with  respect  to  use  and  regulation  of  sources  of 

23  ionizing  radiation  to  the  end  that  duplication  of  regulation 

24  may  be  minimized; 

05  (3)  A  program  to  establish  procedures  for  assumption  and 
96  performance  of  certain  regulatory  responsibilities  with  respect 
27  to  byproduct,  source  and  special  nuclear  materials ;  and 
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1  (4)   A  program  to  permit  maximum  utilization  of  sources 

2  of  ionizing  radiation  consistent  with  the  health  and  safety  of 

3  the  public. 

4  Section  3.     Definitions,  (a)   Byproduct  material  means  any 

5  radioactive  material  (except  special  nuclear  material)  yielded 

6  in  or  made  radioactive  by  exposure  to  the  radiation  incident 

7  to  the  process  of  producing  or  utilizing  special  nuclear  ma- 

8  terial. 

9  (b)   Ionizing   radiation    means   gamma   rays    and   X-rays; 

10  alpha  and  beta  particles,  high-speed  electrons,  neutrons,  pro- 

11  tons,  and  other  nuclear  particles ;  but  not  sound  or  radio  waves, 

12  or  visible,  infrared,  or  ultraviolet  light. 

13  (c)   License — General  and  Specific 

14  (1)   General  license  means  a  license  effective  pursuant  to 

15  regulations  promulgated  by  the  [agencies  or  cite  appropriate 

16  agency]  ^  without  the  filing  of  an  application  to  transfer,  ac- 

17  quire,  own,  possess  or  use  quantities  of,  or  devices  or  equipment 

18  utilizing  byproduct,  source,  special  nuclear  materials,  or  other 

19  radioactive   material   occurring   naturally   or   produced   arti- 

20  ficially. 

21  (2)   Specific  license  means  a  license,  issued  after  applica- 

22  tion,  to  use,  manufacture,  produce,  transfer,  receive,  acquire, 

23  own,  or  possess  quantities  of,  or  devices  or  equipment  utilizing 

24  byproduct,  source,  special  nuclear  materials,  or  other  radio- 

25  active  material  occurring  naturally  or  produced  artificially. 

26  (d)   Person  means  any  individual,  corporation,  partnership, 

27  firm,  association,  trust,  estate,  public  or  private  institution, 

28  group,  agency,  political  subdivision  of  this  state,  any  other 

29  state  or  political  subdivision  or  agency  thereof,  and  any  legal 

30  successor,  representative,  agent,  or  agency  of  the  foregoing, 

31  other  than  the  United  States  Atomic  Energy  Commission,  or 

32  any  successor  thereto,  and  other  than  federal  government  agen- 

33  cies  licensed  by  the  United  States  Atomic  Energy  Commission, 

34  or  any  successor  thereto. 

35  (e)   Source  material  means   (1)   uranium,  thorium,  or  any 

36  other  material  Avhich  the  Governor  declares  by  order  to  be 

37  source  material  after  the  United  States  Atomic  Energy  Com- 

38  mission,  or  any  successor  thereto,  has  determined  the  material 

39  to  be  such;  or  (2)  ores  containing  one  or  more  of  the  fore- 

40  going  materials,  in  such  concentration  as  the  Governor  declares 

41  by  order  to  be  source  material  after  the  United  States  Atomic 

42  Energy  Commission,  or  any  successor  thereto,  has  determined 

43  the  material  in  such  concentration  to  be  source  material. 

44  (f)   Special  m( clear  material  means  (1)  plutonium,  uranium 

45  233,  uranium  enriched  in  the  isotope  233  or  in  the  isotope  235, 

46  and  any  other  material  which  the  Governor  declares  by  order 

47  to  be  special  nuclear  material  after  the  United  States  Atomic 

48  Energy  Commission,  or  any  successor  thereto,  has  determined 

1  The  phrase  "agencies  or  cite  appropriate  agency"  appears  in  bracliets  throughout  this 
act.  The  term  is  generally  intended  to  include  the  Department  of  Health,  the 
Department  of  Labor  or  any  state  agency  concerned  with  control  of  radiation 
hazards.  If  Section  4,  Alternate  II  is  adopted,  the  State  Radiation  Control  Agency 
is  the  only  insertion  to  be  made. 
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1  the  material  to  be  such,  but  does  uot  iuclude  source  material ; 

2  or  (2)  any  material  artificially  enriched  by  any  of  the  fore- 


3  going,  but  does  not  include  source  material. 

4  (g)   Registration.  [Insert  appropriate  definition.]  ^ 

5  (h)    [Additional  definitions  may  be  included.] 

Below  are  suggested  three  alternative  forms  of  administrative  or- 
ganization ALTERNATE  I  provides  for  a  Coordinator  of  Atomic 
Development  Activities.  ALTERNATE  II  sets  up  a  State  Radiation 
Control  Agency.  ALTERNATE  III  creates  a  Commission  on  Radiation 
Protection"  A  state  may  decide  to  adopt  only  certain  provisions  of  one 
or  more  of  the  alternatives  suggested,  integrating  them  with  present 
administrative  arrangements,  or  to  adopt  none  of  the  alternatives  sug- 
gested, preferring  to  rely  upon  its  present  organizational  structure.  In 
the  latter  case,  the  state  may  want  to  examine  other  provisions  of  the 
suggested  act  to  determine  if  any  of  the  powers  contained  therein 
should  be  granted  existing  agencies. 

ALTERNATE   I 

1  Section  4.     Coordination  of  State  Agencies,   (a)   The  Gov- 

2  ernor  shall  appoint  an  individual: 

3  (1)   to  advise  the  Governor  and  agencies  of  the  state  on 

4  matters  relating  to  ionizing  radiation; 

5  (2)  to  coordinate  development  and  regulatory  activities_  of 

6  the  state  relating  to  ionizing  radiation,  including  cooperation 

7  with  other  states  and  the  federal  government.^  The  individual 

8  so  appointed  shall  have  the  title  of   [Coordinator  of  Atomic 

9  Development  Activities]. 

10  (The  [Coordinator]   shall  be  paid  a  salary  of dollars 

11  per  annum.)  ^ 

12  (b)   The  Coordinator  shall : 

13  (1)  Review   [before  and]   after  the  holding  of  any  public 

14  hearing  required  under  the  provisions  of  this  act  [or  cite  ap- 

15  propriate  act]^  prior  to  promulgation,  the  proposed  rules  and 

16  regulations  of  all  agencies  of  the  state  relating  to  use  and  con- 

17  trol  of  ionizing  radiation,  to  assure  that  such  rules  and  regula- 

18  tions  are  consistent  with  rules  and  regulations  of  other  agencies 

19  of  the  State.  [Proposed  rules  and  regulations  shall  not  be  effec- 

20  tive  until  [90]  days  after  submission  to  the  coordinator,  unless 

21  either  the  Governor  or  the  coordinator  waives  all  or  part  of 

22  such  [90]  day  period;]^ 

2  Mr.   dpfinition   of   registration  has   been   included   because   of   differences   among   the 

stated  with  resStrthenumb^  of  qualified  persons  to  administer  a  registration 
program  extent  of  the  health  and  safety  problem  associated  w  th  radiation 
sources  to  be  registered  ;  and  the  scope  of  the  registration  Program  that  ra?|  t  be 
desired.  Definitions  of  registration  programs  of  various  breadths  are  available 
from  the  United  States  Public  Health  Service,  V^ashington  Zb,  JJ.C. 

3  If  a  st^te  wishes  to  confine  the  duties  of  the  Coordinator  to  regulation  the  words 

"development  and"  should  be  deleted  from  this  sentence.  ^^     ,  ,  ^  .  ,    ^„ 

^If  a  stlte^  offic^airsuch  as  the  head  of  the  Department  of  Health  or  Department  of 
Labor  and  Industry,  is  appointed  Coordinator,  this  sentence  sliould  be  omitted.  It 
may  be  necessary  for  draftsmen  to  correlate  the  language  o^  this  subsection  with 
a  constitutional  requirement  that  gubernatorial   appointees  be  confirmed  by  the 

6  The^"apifropriate  act"  referred  to  is  the  state  Administrative  Procedure  Act. 
e  The  waiting  period  should  run  concurrently  with  any  waiting  period  required  by  the 
Administrative  Procedure  Act  or  any  other  state  law. 
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1  (2)   When  he  determines  that  proposed  rules  or  regulations 

2  or  parts  thereof  are  inconsistent  with  rules  and  regulations  of 

3  other  agencies  of  the  State,  consult  with  the  Radiation  Advis- 

4  ory  Board  in  an  effort  to  resolve  such  inconsistency.  Upon 

5  notification  by  the  board  that  such  inconsistency  has  not  been 

6  resolved  the  Governor  may,  after  consultation  with  the  board, 

7  find  that  the  proposed  rules  and  regulations  or  parts  thereof 

8  are  inconsistent  with  rules  and  regulations  of  other  agencies  of 

9  the  State  and  may  issue  an  order  to  that  effect  in  which  event 

10  the  proposed  rules  and  regulations  or  parts  thereof  shall  not 

11  become  effective.  The  Governor  may,  in  the  alternative,  upon 

12  a    similar   determination,    direct    the    appropriate    agency    or 

13  agencies  to  amend  or  repeal  existing  rules  and  regulations  to 

14  achieve  consistency  with  the  proposed  rules  and  regulations ; 

15  (8)   Advise,  consult,  and  co-operate  with  other  agencies  of 

16  the  State,  the  federal  government,  other  states  and  interstate 

17  agencies,    political   subdivisions,    and   with   groups   concerned 

18  with  control  of  ionizing  radiation; 

19  (4)   Collect  and  disseminate  information  relating  to  ionizing 

20  radiation;  and 

21  (5)   Based  upon  current  information  provided  by  agencies 

22  of  the  State  : 

23  (A)   Maintain  a  file  of  all  license  applications,  issuances, 

24  denials,  amendments,  transfers,  renewals,  modifications,  sus- 

25  pensions  and  revocations;  and 

26  (B)   Maintain  a  file  of  registrants  possessing  sources  of  ion- 

27  izing  radiation  requiring  registration  under  the  provisions  of 

28  tliis  act  [or  cite  appropriate  act]'''  and  any  administrative  or 

29  judicial  action  pertaining  thereto;  and 

30  (C)   Maintain  a  file  of  all  rules  and  regulations  relating  to 

31  regulation  of  sources  of  ionizing  radiation,  pending  or  promul- 

32  gated,  and  proceedings  thereon. 

33  (c)   The  several  agencies  of  the  State  [and  political  subdivi- 

34  sions]  shall  keep  the  co-ordinator  fully  and  currently  informed 

35  as  to  their  activities  relating  to  development  and  regulation  of 

36  sources  of  ionizing  radiation.^ 

ALTERNATE   II 

1  Section  4.     State  Radiation  Control  Agency,     (a)  [The  De- 

2  partment  of is  hereby  designated  as  the  State  Radia- 

3  tion  Control  Agency,  hereinafter  referred  to  as  the  agency.] 

4  [There  is  hereby  created  a  State  Radiation  Control  Agency, 

5  hereinafter  referred  to  as  the  agency.  The  agency  shall  be  an 

6  organizational  component  of  the   State  Department  of 

7  .]    [There  is  hereby  created  an  independent  State  Radia- 

8  tion  Control  Agency,  hereinafter  referred  to  as  the  agency.] 


■^  Cite  here  state  acts  reqviiring  registration  of  sources  of  ionizing  radiation  if  Section  6 

is  not  the  source  of  such  power. 
8  Even  if  the  state  decides  that  the  duties  of  the  co-ordinator  should  be  confined  to 

regulation,   he  should  be  kept  informed  concerning  agency  activities  relating  to 

development  as  well  as  regulation. 
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1  (b)   The  [head]  of  the  State  Department  of shall 

2  [designate  an  individual  to]  be  director  of  the  agenc^^,  herein- 

3  after  referred  to  as  the  director,  who  shall  perforin  the  func- 

4  tions  vested  in  the  agency  pursuant  to  the  provisions  of  this 

5  act.   [If  an  independent  state  radiation  control  agency  is  cre- 

6  ated,  the  Governor  should  appoint  the  director.] 

7  (c)   In  accordance  with  the  laws  of  the  State,  the  agency 

8  may  employ,  compensate,  and  prescribe  the  powers  and  duties 

9  of  such  individuals  as  may  be  necessary  to  carry  out  the  provi- 

10  sions  of  this  act. 

11  (d)   The  agency  shall  for  the  protection  of  the  [occupational 

12  and  ]  public  health  and  safety  : 

13  (1)   Develop  programs  for  evaluation  of  hazards  associated 

14  with  use  of  sources  of  ionizing  radiation ; 

15  (2)   Develop   programs  with  due  regard  for  compatibility 

16  with  federal  programs  for  regulation  of  byproduct,  source,  and 

17  special  nuclear  materials; 

18  (3)   Formulate,  adopt,  promulgate  and  repeal  codes,  rules 

19  and  regulations,  which  may  provide  for  licensing,  relating  to 

20  control  of  sources  of  ionizing  radiation  with  due  regard  for 

21  compatibility  with  the  regulatory  programs  of  the  federal  gov- 

22  ernment ; 

23  (4)   Issue  such  orders  or  modifications  thereof  as  may  be 

24  necessary  in  connection  with  proceedings  under  Section  6  of 

25  this  act  [or  cite  appropriate  act]  ;  ^ 

26  (5)   Advise,  consult,  and  co-operate  with  other  agencies  of 

27  the    State,    federal   government,    other   states   and   interstate 

28  agencies,    political   subdivisions,   and   with   groups   concerned 

29  with  control  of  sources  of  ionizing  radiation ; 

30  (6)   Have   the   authority   to   accept   and   administer  loans, 

31  grants  or  other  funds  or  gifts,   conditional  or  otherwise,  in 

32  furtherance  of  its  functions,  from  the  federal  government  and 

33  from  other  sources,  public  or  private ; 

34  (7)   Encourage,  participate  in,  or  conduct  studies,  iiivesti- 

35  gations,    training,    research,    and    demonstrations    relating   to 

36  control  of  sources  of  ionizing  radiation;  and 

37  (8)    Collect  and  disseminate  information  relating  to  control 

38  of  sources  of  ionizing  radiation,  including: 

39  (A)   maintenance  of  a  file  of  all  license  applications,  issu- 

40  ances,  denials,  amendments,  transfers,  renewals,  modifications, 

41  suspensions  and  revocations ; 

42  (B)   maintenance  of  a  file  of  registrants  possessing  sources 

43  of   ionizing   radiation   requiring  registration   under   the   pro- 

44  visions  of  this  act  [or  cite  appropriate  act]  and  any  adminis- 

45  trative  or  judicial  action  pertaining  thereto;  and 

46  (C)   maintenance  of  a  file  of  all  rules  and  regulations  re- 

47  lating  to  regulation  of  sources  of  ionizing  radiation,  pending 

48  or  promulgated,  and  proceedings  thereon. 


This  power  is  Intended  for  use  in  conjunction  with  any  licensing  authority.  The  act 
or  acts  providing  this  authority  should  be  cited. 
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ALTERNATE   II! 

1  Section  4.     Commission     on     Radiation     Protection,     (a) 

2  There  is  hereby  created  in  the    [Department  of  Health]    a 

3  Commission  on  Radiation  Protection,  which  shall  consist  of 

4  [the  heads  of  the  several  agencies  of  the  state  having  responsi- 

5  bility  for  radiological  health  and  safety]   or  their  designated 

6  representatives;  and  [5]  other  individuals  to  be  appointed  by 

7  the  governor   [with  scientific  training  in  one  or  more  of  the 

8  following    fields:    radiology,    medicine,    radiation    or    health 

9  physics,   or  related   sciences,   with   specialization   in   ionizing 

10  radiation ;  Provided,  That  not  more  than  two  persons  shall  be 

11  specialists  in  any  one   [of  the  above  named]  field  [s]  .] 

12  (b)    Commissioners  appointed ^by  the  governor  shall  be  ap- 

13  pointed  for  a  term  of  four  years  commencing  on   [insert  ap- 

14  propriate  date]    of  the  year  of  appointment  except  that  of 

15  those  first  appointed,  two  shall  be  appointed  for  terms  of  one 

16  year,  one  for  a  term  of  two  years,  one  for  a  term  of  three  years, 

17  and  one  for  a  term  of  four  years,  which  terms  shall  commence 

18  on    [insert  appropriate  date].  Each  commissioner  shall  hold 

19  over  after  the  expiration  of  his  term  until  his  successor  has 

20  been  appointed  and  has  qualified.  Vacancies  shall  be  filled  for 

21  the  unexpired  term,  in  the  manner  provided  for  in  the  original 

22  appointment.^" 

23  (c)   When  on  business  of  the  Commission,   Commissioners 

24  appointed  by  the  Governor  shall  be  entitled  to  receive  com- 

25  pensation  at  the  rate  of dollars  per  diem  and  shall  be 

26  reimbursed  for  actual  expenses  incurred. 

27  (d)   The  [head  of  the  Department  of  Health]  shall  be  Chair- 

28  man  of  the  commission.  A  majority  of  the  commission  shall 

29  constitute  a  quorum  to  transact  its  business. 

30  (e)   The  Commission  shall  hold  at  least regular 

31  meetings  each  calendar  year,  and  such  special  meetings  as  it 

32  deems  necessary. 

33  (f)   The  commission  shall  have  power  to  formulate,  adopt, 

34  promulgate,  amend  and  repeal  codes,  rules  and  regulations, 

35  as  may  be  necessary  for  control  of  sources  of  ionizing  radia- 

36  tion ;  Provided,  That  prior  to  adoption  of  anj?^  code,  rule,  reg- 

37  ulation  or  amendment  or  repeal  thereof,  the  Commission  shall 

38  publish  or  otherwise  circulate  notice  of  its  intended  action  and 

39  afford  interested  parties  an  opportunity,  at  a  public  hearing, 

40  to  submit  data  or  views  orally  or  in  writing;  and  Provided 

41  further.  That  no  code,  rule,  regulation  or  amendment  or  repeal 

42  thereof  shall  be  effective  until days  after  adoption 

43  thereof.ii 


1"  Some  states  may  desire  to  provide  for  the  appointment  of  commissioners  by  another 
method  to  assure  that  terms  of  commissioners  do  not  all  expire  at  the  same  time. 

^1  If  a  state  has  an  Administrative  Procedure  Act  the  two  proviso  clauses  should  be 
omitted  and  in  lieu  thereof  there  should  be  inserted  "subject  to  [appropriate  sec- 
tions of  Administrative  Procedure  Act]." 
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1  (g)   The  Commission  shall  review  policies  and  programs  re- 

2  lating  to  control  of  ionizing  radiation  and  make  recommenda- 

3  tions  thereon  to  the  agencies  of  the  state. i- 

4  Section  5.     Radiation     Advisory     Board.i^     (a)   There     is 

5  hereby  established  a  Radiation  Advisory  Board  consisting  of 

6     '___  members.  The  Governor  shall  appoint  to  the  board 

7  individuals  from  industry,  labor  and  agriculture  as  well  as  in- 

8  dividuals  with  scientific  training  in  one  or  more  of  the  follow- 

9  ing  fields :  radiology,  medicine,  radiation  or  health  physics,  or 

10  related  sciences,  with  specialization  in  ionizing  radiation ;  Pro- 

11  vided,  That  not  more  than  two  individuals  shall  be  specialists 

12  in  any  one  [of  the  above  named]  field  [s] .  Members  of  the  board 

13  shall  serve  at  the  discretion  of  the  Governor  and  shall  [receive 

14  no  salary  for  services  but  may  be  reimbursed  for  actual  ex- 

15  penses  incurred  in  connection  with  attendance  at  board  meet- 

16  ings  or  for  authorized  business  of  the  board.]   [,  when  on  busi- 

17  ness  of  the  board,  be  entitled  to  receive  compensation  at  the 

18  rate  of dollars  per  diem  and  may  be  reimbursed  for 

19  actual  expenses  incurred.]  The  heads  of  [designated  agencies 

20  of  the  State]  shall  be  ex  officio  members  of  the  board.  [The  Co- 

21  ordinator  shall  be  a  member  and  shall  be  ex  officio  Secretary 

22  of  the  Board.] 

23  (b)   The  board  shall : 

24  (1)   Review  and  evaluate  policies  and  programs  of  the  State 

25  relating  to  ionizing  radiation. 

26  (2)   Make  recommendations  to  the  Governor  [and  Director] 

27  [and  Co-ordinator]  and  furnish  such  technical  advice  as  may 

28  be  required  on  matters  relating  to  development,  utilization 

29  and  regulation  of  sources  of  ionizing  radiation.^^ 

30  (3)   Make  an  annual  report  to  the  Governor  [and  the  Legis- 

31  lature] . 

32  [(4)   Render  advice  to  the  Co-ordinator  [and  the  Governor] 

33  as  required  by  Section  4(b)  (2).]  ^^ 

34  [(5)   Review,  after  the  holding  of  any  public  hearing  re- 

35  quired  under  the  provisions  of  this  act   [or  cite  appropriate 

36  act]  prior  to  promulgation,  proposed  rules  and  regulations  of 

37  the  State  Radiation  Control  Agency  relating  to  use  and  con- 

38  trol  of  sources  of  ionizing  radiation  to  assure  that  such  rules 

39  and  regulations  are  consistent  with  rules  and  regulations  of 

40  other  agencies  of  the  State.  Proposed  rules  and  regulations 

41  shall  not  become  effective  until  [90]  days  after  submission  to 

42  the  board  unless  the  board  [or  the  Governor]  waives  all  or  any 

43  part  of  such  [90]  day  period.]  ^"^ 

^  If  the  commission  form  is  adopted  consideration  should  be  given  to  i"cluding:  in  the 
authority  of  the  department  selected  for  the  operation  of  the  regulatory  pro|ram 
the  responsibility  for  the  clearinghouse  function  described  m  Section  4(D)  (&)  or 
Alterate  I  and  Section  4(d)    (8)  of  Alternate  II.  .     .  ■r,.,^i^+j„„  v-rn 

lain  the  event  a  state  adopts  Section  4,  Alternate  III  (Commission  on  Radiation  Fro- 
tection),  the  Radiation  Advisory  Board  should  prove  unnecessary.  ..^^„^,„„ 

1*  If  a  state  wishes  to  confine  the  duties  of  the  board  to  regulation,  the  words  develop- 
ment, utilization  and"  should  be  deleted.  „,.^  T    /■r'^^r-rli 

'SThis  section  is  for  use  in  conjunction  with  Section  4(b)  (2),  Alternate  I  (Coordi- 
nator). It  provides  the  board  with  authority  to  render  advice  to  the  Coordinator 
with  regard  to  the  consistency  and  compatibility  of  proposed  rules  and  regulations. 

^f  This  section  may  be  used  in  conjunction  with  Section  4,  Alternate  II.  It  authorizes 
the  board  to  review  rules  and  regulations  prior  to  promulgation. 
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1  [(6)   When  the  board  determines  that  any  proposed  rules 

2  or  regulations  or  parts  thereof  are  inconsistent  with  rules  and 

3  regulations  of  other  agencies  of  the  State,  the  board  will  so 

4  advise  the  Governor.   The  Governor  may,  after  consultation 

5  with  the  board,  find  that  the  proposed  rules  and  regulations 

6  or  parts  thereof  are  inconsistent  with  rules  and  regulations  of 

7  other  agencies  of  the  State  and  may  issue  an  order  to  that  effect 

8  in  which  event  the  proposed  rules  and  regulations  shall  not 

9  become  effective.  The  Governor  may,  in  the  alternative,  upon  a 

10  similar  determination  direct  the  appropriate  agency  or  agencies 

11  to  amend  or  repeal  existing  rules  and  regulations  to  achieve 

12  consistency  with  the  proposed  rliles  and  regulations.]  ^'^ 

ALTERNATE    I    (SHORT   FORM) 

1  Section  6.  Licensing  and  Registration  of  Sources  of  Ionizing 

2  Radiation. 

3  (a)   The  [agencies  or  cite  appropriate  agency]  shall  provide 

4  by  rule  or  regulation  for  general  or  specific  licensing  of  by- 

5  product,  source,  special  nuclear  materials,  or  devices  or  equip- 
Q  ment  utilizing  such  materials.  Such  rule  or  regulation  shall 

7  provide  for  amendment,  suspension  or  revocation  of  licenses. 

8  (b)   The  [agencies  or  cite  appropriate  agency]  are  [is]  au- 

9  thorized  to   [shall]   require  registration  or  licensing  of  other 

10  sources  of  ionizing  radiation. 

11  (c)   The  [agencies  or  cite  appropriate  agency]  are  [is]  au- 

12  thorized   to   exempt   certain  sources   of  ionizing  radiation   or 

13  kinds  of  uses  or  users  from  the  licensing  or  registration  re- 

14  quirements  set   forth   in  this  section  when   the    [agencies  or 

15  agency]  make[s]  a  finding  that  the  exemption  of  such  sources 

16  of  ionizing  radiation  or  kinds  of  uses  or  users  will  not  consti- 

17  tute  a  significant  risk  to  the  health  and  safety  of  the  public. 

18  ( d )   Rules  and  regulations  promulgated  pursuant  to  this  act 

19  [or  cite  appropriate  act]  ^^  may  provide  for  recognition  of 

20  other  state  or  federal  licenses  as  the  [agencies  or  cite  appropri- 

21  ate  agency]  may  deem  desirable,  subject  to  such  registration 

22  requirements  as  the  [agencies  or  agency]  may  prescribe. 

ALTERNATE    II    (LONG   FORM) 

1  Section  6.     Licensing  and  Registration  of  Sources  of  loniz- 

2  ing  Radiation. 

3  (a)   The  [agencies  or  cite  appropriate  agency]  shall  provide 

4  by  rule  or  regulation  for  general  or  specific  licensing  of  by- 

5  product,  source,  special  nuclear  materials,  or  devices  or  equip- 

6  ment  utilizing  such  materials.   Such  rule  or  regulation  shall 

7  provide  for  amendment,  suspension  or  revocation  of  licenses. 

8  Such  rule  or  regulation  shall  provide  that : 

9  (1)   Each  application  for  a  specific  license  shall  be  in  writ- 
10  iug    and    shall    state    such    information    as    the    [agencies    or 


i 


'^  This  section  provides  for  the  veto  by  the  Governor  of  rules  and  regulations  where 
Section  4,  Alternate  II  is  adopted.  The  board  could  recommend  such  a  veto  and 
the  Governor  would  make  the  final  determination. 

1**  Cite  state  act  giving  the  affected  agencies  of  the  state  the  authority  to  promulgate 
rules  and  regulations. 
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1  agency]  by  rule  or  regulation,  may  determine  to  be  necessary 

2  to  decide  the  technical,  insurance  and  financial  qualifications 

3  or  any  other  qualification  of  the  applicant  as  the  [agencies  or 

4  agency]    may  deem  reasonable  and  necessary  to  protect  the 

5  [occupational  and]  public  health  and  safety.  The  [agencies  or 

6  agency]  may  at  any  time  after  the  filing  of  the  application, 

7  and  before  the  expiration  of  the  license,  require  further  writ- 

8  ten  statements  and  may  make  such  inspections  as  the  [agencies 

9  or  agency]  may  deem  necessary  in  order  to  determine  whether 

10  the  license  should  be  granted  or  denied  or  whether  the  license 

11  should  be  modified,  suspended  or  revoked.  All  applications  and 

12  statements  shall  be  signed  by  the  applicant  or  licensee.  The 

13  [agencies  or  agency]   may  require  any  applications  or  state- 

14  ments  to  be  made  under  oath  or  affirmation ; 

15  (2)   Bach  license  shall  be  in  such  form  and  contain  such 

16  terms  and  conditions  as  the  [agencies  or  agency]  may  by  rule 

17  or  regulation  prescribe ; 

18  (3)   No  license  issued  under  the  authority  of  this  act   [or 

19  cite  appropriate  act]  and  no  right  to  possess  or  utilize  sources 

20  of  ionizing  radiation  granted  by  any  license  shall  be  assigned 

21  or  in  any  manner  disposed  of ;  and 

22  (4)   The  terms  and  conditions  of  all  licenses  shall  be  subject 

23  to  amendment,  revision,  or  modification  by  rules,  regulations 

24  or  orders  issued  in  accordance  with  the  provisions  of  this  act 

25  [or  cite  appropriate  act]. 

26  (b)   The  agencies  or  [cite  appropriate  agency]  are  [is]  au- 

27  thorized  to   [shall]    require  registration  or  licensing  of  other 

28  sources  of  ionizing  radiation. 

29  (c)   The  [agencies  or  cite  appropriate  agency]  are  [is]  au- 

30  thorized  to  exempt  certain  sources  of  ionizing  radiation  or 

31  kinds  of  uses  or  users  from  the  licensing  or  registration  re- 

32  quirements   set  forth  in   this   section  when  the    [agencies  or 

33  agency]  make[s]  a  finding  that  the  exemption  of  such  sources 

34  of  ionizing  radiation  or  kinds  of  uses  or  users  will  not  consti- 

35  tute  a  significant  risk  to  the  health  and  safety  of  the  public. 

36  (d)  Rules  and  regulations  promulgated  pursuant  to  this  act 

37  [or  cite  appropriate  act]  ^^  may  provide  for  recognition  of  other 

38  state  or  federal  licenses  as  the   [agencies  or  cite  appropriate 

39  agency]  shall  deem  desirable,  subject  to  such  registration  re- 

40  quirements  as  the   [agencies  or  agency]   may  prescribe. 

41  Section  7.     Inspection.     The    [agencies  or  cite  appropriate 

42  agency]    or  their  duly  authorized  representatives  shall  have 

43  the  power  to  enter  at  all  reasonable  times  upon  any  private  or 

44  public  property  for  the  purpose  of  determining  whether  or 

45  not  there  is  compliance  with  or  violation  of  the  provisions  of 

46  this  act   [or  cite  appropriate  act]   and  rules  and  regulations 

47  issued  thereunder,  except  that  entry  into  areas  under  the  juris- 

48  diction  of  the  federal  government  shall  be  effected  only  with 

49  the  concurrence  of  the  federal  government  or  its  duly  desig- 

50  nated  representative. 

19  Where  this  clause  appears  throughout  the   remainder  of   the   act,   cite   act   or   acts 
which  provide  for  regulations  of  sources  of  ionizing  radiation. 


68  INTERIM  COMMITTEE  ON  PUBLIC  HEALTH 

1  Section  8.     Records,     (a)  The  [agencies  or  cite  appropriate 

2  agency]    shall  require  each  person  who  possesses  or  uses  a 

3  source  of  ionizing  radiation  to  maintain  records  relating  to  its 

4  receipt,  storage,  transfer  or  disposal  and  such  other  records 

5  as  the   [agencies  or  agency]   may  require  subject  to  such  ex- 

6  emptions  as  may  be  provided  by  rules  or  regulations. 

7  (b)   The  [agencies  or  cite  appropriate  agency]  shall  require 

8  each  person  who  possesses  or  uses  a  source  of  ionizing  radiation 

9  to  maintain  appropriate  records  showing  the  radiation  expo- 

10  sure  of  all  individuals  for  whom  personnel  monitoring  is  re- 

11  quired  by  rules  and  regulations  of  the   [agencies  or  agency]. 

12  Copies  of  these  records  and  thos^  required  to  be  kept  by  sub- 

13  section  (a)  of  this  section  shall  be  submitted  to  the  [agencies 

14  or  agency]  on  request.  Any  person  possessing  or  using  a  source 

15  of  ionizing  radiation  shall  furnish  to  each  employee  for  whom 

16  personnel  monitoring  is  required  a  copy  of  such  employee's 

17  personal  exposure  record  annually,  at  any  time  such  employee 

18  has  received  excessive  exposure,  and  upon  termination  of  em- 

19  ployment. 

20  Section  9.     Federal-State  Agreements,     (a)  The  Governor, 

21  on  behalf  of  this  State,  is  authorized  to  enter  into  agreements 

22  with  the  federal  government  providing  for  discontinuance  of 

23  certain  of  the  federal  government 's  responsibilities  with  respect 

24  to  sources  of  ionizing  radiation  and  the  assumption  thereof 

25  by  this  State. 

26  (b)   Any  person  Avho,  on  the  effective  date  of  an  agreement 

27  under  subsection  (a)  above,  possesses  a  license  issued  by  the 

28  federal  government  shall  be  deemed  to  possess  the  same  pur- 

29  suant  to  a  license  issued  under  this  act   [or  cite  appropriate 

30  act],  which  shall  expire  either  90  days  after  receipt  from  the 

31  [agencies  or  cite  appropriate  agency]  of  a  notice  of  expiration 

32  of  such  license,  or  on  the  date  of  expiration  specified  in  the 

33  federal  license,  whichever  is  earlier. 

34  Section  10.     Inspection  Agreements  and  Training  Programs. 

35  (a)   The  [agencies  or  cite  appropriate  agency]  are  [is]  au- 

36  thorized  to  enter  into   [subject  to  the  approval  of  the  Gover- 

37  nor,]  an  agreement  or  agreements  with  the  federal  government, 

38  other  states  or  interstate  agencies,  whereby  this  state  will  per- 

39  form  on  a  cooperative  basis  with  the  federal  government,  other 

40  states  or  interstate  agencies,  inspections  or  other  functions  re- 

41  lating  to  control  of  sources  of  ionizing  radiation. 

42  (b)   The  [agencies  or  cite  appropriate  agency]  may  institute 

43  training  programs  for  the  purpose  of  qualifying  personnel  to 

44  carry  out  the  provisions  of  this  act  [or  cite  appropriate  act], 

45  and  may  make  said  personnel  available  for  participation  in 

46  any  program  or  programs  of  the  federal  government,  other 

47  states  or  interstate  agencies  in  furtherance  of  the  purposes  of 

48  this  act  [or  cite  appropriate  act]. 

49  Section  11.     Conflicting  Laws.     Ordinances,  resolutions  or 

50  regulations,  now  or  hereafter  in  effect,  of  the  governing  body 

51  of  a  municipality  or  county  or  board  of  health  relating  to  by- 

52  product,   source  and  special  nuclear  materials  shall  not  be 
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1  superseded  by  this  act ;  Provided,  That  such  ordinances  or  reg- 

2  ulations  are  and  continue  to  be  consistent  with  the  provisions 

3  of  this  act,   amendments  thereto  and  rules  and  regulations 

4  thereunder. 

5  Section  12.    Administrative  Procedure  and  Judicial  Review. 

6  (a)   in  any  proceeding  under  this  act   [or  cite  appropriate 

7  act]  :  20 

8  (1)   for  the  issuance  or  modification  of  rules  and  regulations 

9  relating  to  control  of  sources  of  ionizing  radiations;  or 

10  (2)   for  granting,  suspending,  revoking,  or  amending  any 

11  license;  or 

12  (3)   for  determining  compliance  with    [or  granting  excep- 

13  tions  from]    rules  and  regulations  of  the    [agencies  or   cite 

14  appropria^te  agency] ,  [the  agencies  or  agency]  shall  afford  an 

15  opportunity  for  a  hearing  on  the  record  upon  the  request  of 

16  any  person  whose  interest  may  be  affected  by  the  proceeding, 

17  and  shall  admit  any  such  person  as  a  party  to  such  proceeding. 

18  (b)   Whenever  the    [agencies  or  cite  appropriate  agency] 

19  find[s]  that  an  emergency  exists  requiring  immediate  action 

20  to   protect   the   public   health   and   safety,   the    [agencies   or 

21  agency]  may,  without  notice  or  hearing,  issue  a  regulation  or 

22  order  reciting  the  existence  of  such  emergency  and  requiring 

23  that  such  action  be  taken  as  is  necessary  to  meet  the  emer- 

24  gency.   Notwithstanding   any  provision   of  this   act    [or   cite 

25  appropriate  act],  such  regulation  or  order  shall  be  effective 

26  immediately.  Any  person  to  whom  such  regulation  or  order 

27  is  directed  shall  comply  therewith  immediately,  but  on  appli- 

28  cation  to  the  [agencies  or  agency]  shall  be  afforded  a  hearing 

29  within  days.  On  the  basis  of  such  hearing,  the  emergency 

30  regulation  or  order  shall  be  continued,  modified  or  revoked 

31  within  [30]  days  after  such  hearing. 

32  (c)   Any  final  order  entered  in  any  proceeding  under  sub- 

33  sections  (a)  and  (b)  above  shall  be  subject  to  judicial  review 

34  by  the  [appropriate  court]  in  the  manner  prescribed  m  [cite 

35  appropriate  state  act  setting  out  procedure  for  appeal] .  _ 

36  Section  13.    Injunction  Proceedings.    Whenever,  in  the  judg- 

37  ment  of  the  [agencies  or  cite  appropriate  agency],  any  person 

38  has  engaged  in  or  is  about  to  engage  in  any  acts  or  practices 

39  which  constitute  or  will  constitute  a  violation  of  any  provision 

40  of  this  a,ct  [or  cite  appropriate  act] ,  or  any  rule,  regulation  or 

41  order  issued  thereunder,  [and  at  the  request  of  the  agencies  or 

42  agency],  the  Attorney  General  may  make  application  to  the 

43  [appropriate  court]  for  an  order  enjoining  such  acts  or  prac- 

44  tices   or  for  an  order  directing  compliance,  and  upon  a  show- 

45  ing  by  the  [agencies  or  agency] ,  that  such  person  has  engaged 

46  or  is  about  to  engage  in  any  such  acts  or  practices,  a  permanent 

47  or   temporary   injunction,   restraining   order,   or   other   order 

48  may  be  granted. 

49  Section  14.     Prohibited  Uses.     It  shall  be  unlawful  for  any 

50  person  to  use,  manufacture,  produce,  transport,  transfer,  _re- 

51  ceive,  acquire,  own  or  possess  any  source  of  ionizing  radiation 
29  Cite*  the  state  Administrative  Procedure  Act  or  separate  acts  setting  forth  adminis- 
trative procedures  for  the  affected  agencies. 
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1  unless  licensed  by  or  registered  with  the  [agencies  or  cite  ap- 

2  propriate  state  agency]   in  accordance  with  the  provisions  of 

3  this  act. 

4  Section  15.    Impounding  of  Materials.    The  [agencies  or  cite 

5  appropriate  agency]  shall  have  the  authority  in  the  event  of 

6  an  emergency  to  impound  or  order  the  impounding  of  sources 

7  of  ionizing  radiation,  in  the  possession  of  any  person  who  is 

8  not  equipped  to  observe  or  fails  to  observe  the  provisions  of 

9  this  act  or  any  rules  or  regulations  issued  thereunder. 

10  Section  16.     Penalties.     Any  person  who  [wilfully]  violates 

11  any  of  the  provisions  of  this  act  [or  cite  appropriate  act]  or 

12  rules,  regulations  or  orders  in  effect  pursuant  thereto  of  the 

13  [agencies  or  cite  appropriate  agency]    shall  upon  conviction 

14  thereof,  be  punished  by  [fine,  imprisonment,  or  both]. 

15  Section  17.     Authorization  of  Appropriations.     [Insert  ap- 

16  propriate  section.] 

17  Section  18.     Severability.     [Insert  appropriate  section.] 

18  Section  19.     Repeal.     [Insert   appropriate   section.] 

19  Section  20.     Effective   Date.      [The   provisions   of  this  act 

20  relating  to  the  control  of  byproduct,  source  and  special  nuclear 

21  materials  shall  become  effective  on  the  effective  date  of  the 

22  agreement  between  the  federal  government  and  this  state  as 

23  provided  in  Section  9  of  this  act.  The  provisions  of  this  act 

24  relating  to  the  control  of  other  sources  of  ionizing  radiation 

25  shall  take  effect  on  [insert  effective  date].] 


RADIATION  PROTECTION  IN  CALIFORNIA 


71 


72 


INTERIM  COMMITTEE  ON  PUBLIC  HEALTH 


Interior  of  the  shelter  showing  a  concrete  floor  and  a  vinyl  coated,  corrugated  steel  arch  roof. 
The  shelter  is  20  x  TOO  feet  and  can  accommodate  up  to  150  persons. 
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GENERAL  INTRODUCTION 

This  report  contains  the  findings  and  conclnsions  of  six  Assembly 
education  subcommittees.  The  following  subcommittees  were  appointed 
in  June  of  1959  and  they  have  carried  out  the  work  of  the  Education 
Committee  during  the  interim  period. 

Subcommiffee  on  Adult  Educafion 

Ernest  R.  Geddes,  Chairman  George  E.  Brown,  Jr. 

Carlos  Bee  Charles  B.Garrigus 

Carl  A.  Britschgi  Bruce  V.  Reagan 

Subcommittee  on  Higher  Education 
Richard  T.   Hanna,   Chairman  John  L.  E.  Collier 

Harold  T.  Sedgwick,  Vice  Chairman  Charles  B.   Garrigus 

Carlos   Bee  Ernest  R.  Geddes 

Carl  A.   Britschgi  Sheridan    N.    Hegland 

George  E.  Brown,  Jr.  Gordon  H.  Winton,  Jr. 

Subcommiffee  on  Special  Education 
Harold  T.  Sedgwick,  Chairman  Edward   M.   Gaffney 

Carl  A.  Britschgi  Charles  B.  Garrigus 

Lou  A.  Cusanovich  Jerome   R.   Waldie 

Subcommittee  on  Teachers'  Retirement 
Richard  T.  Hanna,   Chairman  Ernest  R.   Geddes 

Edward  E.  Elliot  Bruce  V.  Reagan 

Edward   M.   Gaffney 

Subcommittee  on  Guidance  Schools 
Carl  A.  Britschgi,  Chairman  Ernest  R.  Geddes 

Lou  A.  Cusanovich  Samuel  R.  Geddes 

Edward  E.  Elliot  Carley  V.  Porter 

Charles  B.  Garrigus 

Subcommittee  on  County  Superintendents 
Carlos  Bee,  Chairman  Bruce  V.  Reagan 

Lou  A.  Cusanovich  Jerome   R.   Waldie 

Sheridan  N.  Hegland 

The  subcommittee  reports  were  considered  and  approved  by  a  ma- 
jority of  the  members  of  the  Assembly  Interim  Committee  on  Education 
at  its  final  meeting  on  November  10,  1960,  in  Santa  Barbara.  Therefore, 
the  recommendations  contained  in  this  report  are  the  recommendations 
of  the  majority  of  the  Assembly  Interim  Committee  on  Education 
rather  than  those  of  the  various  subcommittees.  The  votes  on  all  recom- 
mendations were  unanimous  unless  otherwise  noted  in  the  report. 

The  subject  matter  of  several  House  resolutions,  which  were  referred 
to  this  committee  did  not  fall  within  the  studies  being  conducted  by 
any  of  the  appointed  subcommittees.  These  items  received  committee  stafi: 
consideration  and  studv.  Reports  on  these  resolutions  are  included  at  the 
end  of  this  report.  Of  particular  interest  as  a  source  document  is  the 
report  on  House  Resolution  No.  76  which  directed  this  committee  to 
study  federal  aid  to  education.  This  report  contains  the  amounts  of, 


and  means  by  which,  California  is  now  obtaining  financial  assistance  for 
education  from  the  federal  government. 

On  April  4,  1960,  the  members  of  this  committee,  the  Legislature,  and 
citizens  throughout  California  were  shocked  and  saddened  at  the  sud- 
den and  untimely  death  of  Assemblywoman  Dorothy  M.  Donahoe.  Miss 
Donahoe  was  appointed  chairman  of  the  Assembly  Education  Com- 
mittee in  January  of  1959.  From  June  1959  she  served  not  only  as 
chairman  of  the  Assembly  Interim  Committee  on  Education,  but  as 
Chairman  of  the  Subcommittees  on  Higher  Education  and  Special 
Education.  Her  untiring  work  in  the  development  of  the  Master  Plan 
for  Higher  Education  during  her  term  as  chairman  was  recognized  by 
naming  that  act  the  Donahoe  Higher  Education  Act.  Her  passing  was 
a  tragic  loss  to  the  Legislature  and,  most  importantly,  to  all  the  children 
of  California  for  whom  she  worked  so  diligently.  As  a  token  of  this 
committee's  respect  and  esteem,  this  report  is  dedicated  to  Assembly- 
woman Dorothy  M.  Donahoe. 

On  April  6,  1960,  Assemblyman  Ernest  R.  Geddes  was  appointed  to 
serve  as  Chairman  of  the  Assembly  Interim  Committee  on  Education 
until  January  1,  1961. 

At  the  final  meeting  of  the  committee,  two  resolutions  were  also 
unanimously  adopted  by  the  members.  They  are  as  follows : 

"The  members  of  the  Assembly  Interim  Committee  on  Education 
wish  to  express  their  appreciation  and  gratification  to  Assemblyman 
Ernest  R.  Geddes  for  his  fair,  understanding  and  untiring  service  as 
a  member,  during  all  his  legislative  career,  and  finally  as  Chairman  of 
the  Assembly  Interim  Committee  on  Education." 

"For  the  excellent  work  they  have  done  during  the  interim  period, 
the  members  of  the  Assembly  Interim  Committee  on  Education  wish 
to  express  their  appreciation  to  the  committee  staff:  Keith  Sexton, 
committee  consultant ;  Adele  Urban,  committee  secretary ;  Clive  Con- 
dren,  legislative  assistant;  and  Doris  Fallon,  secretary." 

Through  many  days  of  hearings  and  many  months  of  committee  staff 
work,  an  enormous  number  of  documents  have  been  collected.  The 
findings,  conclusions,  recommendations,  and  supporting  materials  con- 
tained in  this  report  are  obviously  only  a  brief  reflection  of  all  the  in- 
formation and  testimony  collected.  This  material,  together  with  ver- 
batim transcripts  of  all  hearings,  are  on  file  in  the  Assembly  Education 
Committee  offices  in  the  State  Capitol. 


VI 


TABLE  OF  CONTENTS 

Page 
Letter  of  Transmittal iii 

General  Introduction v 

Keport  of  the  Subcommittee  on  Adult  Education 3 

Keport  of  the  Subcommittee  on  Higher  Education 21 

Keport  of  the  Subcommittee  on  Special  Education 51 

Report  of  the  Subcommittee  on  Teachers'  Retirement 67 

Report  of  the  Subcommittee  on  Guidance  Schools 85 

Report  of  the  Subcommittee  on  County  Superintendents  of  Schools  97 

Report  on  House  Resolutions 105 


(1) 
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FINDINGS 

1.  Individuals  taking  classes  through  the  University  of  California 
Extension  Service  are  paying  approximately  $35  for  a  three  unit 
course.  Elimination  of  the  State's  subsidy  for  administrative  costs  will 
result  in  increased  student  fees,  which  will  endanger  the  quality  and 
existence  of  the  Extension  Service. 

2.  The  claim  that  the  State  College  Extension  Service  is  completely 
self-supporting  on  the  basis  of  student  fees  is  not  substantiated  by  the 
facts. 

3.  Many  costs  of  the  State  College  Extension  Service  is  absorbed 
in  the  budgets  of  the  colleges  rather  than  being  accounted  for  sep- 
arately. 

4.  The  State  College  Extension  has  functioned  under  a  decentralized 
administrative  structure.  Each  state  college  is  responsible  for  offering 
and  evaluating  its  own  program.  Adequate  and  uniform  statewide  ac- 
counting procedures  do  not  exist.  The  quality  and  quantity  of  extension 
services  varies  with  each  individual  state  college. 

5.  Many  students  enrolled  in  state  college  extended  day  classes  are 
not  pursuing  degree  or  certificate  objectives. 

6.  In  many  areas  of  the  State  there  is  an  unfortunate  and  disturbing 
competition  between  the  state  colleges  and  the  University  of  California 
Extension. 

7.  Adults  enrolling  in  many  high  school  adult  education  programs 
are  required  to  pay  a  registration  and/or  a  student  body  fee  up  to  50 
cents.  Funds  derived  from  these  fees  are  not  used  to  defray  the  cost 
of  instruction,  but  rather  are  often  used  to  purchase  or  rent  property 
and  equipment,  operate  book  stores,  pay  for  speakers,  dances,  picnics 
and  graduation  exercises. 

8.  Accounting  procedures  to  determine  the  actual  costs  of  adult  edu- 
cation classes  are  currently  inadeciuate,  inaccurate,  or  nonexistent.  No 
uniform  statewide  accounting  figures  are  used  to  compute  the  costs  of 
adult  average  daily  attendance. 

9.  The  State  Department  of  Education  has  not  used  its  full  influence 
in  discouraging  the  offering  of  adult  education  classes  which,  while 
legal,  are  not  of  substantial  educatiojial  value. 

10.  The  State  Department  of  Education  has  authorized  numerous 
adult  education  classes  for  state  apportionment  which  are  contrary  to 
the  intent  of  the  law.  Classes  in  physical  fitness  for  men  are  really  noth- 
ing more  than  physical  education  classes,  which  were  prohibited  by  the 
Legislature  in  1953. 

11.  Adult  education  programs  have  not  been  notably  curtailed  or 
financially  impaired  as  a  result  of  legislative  action  in  1959  not  to  in- 
crease state  assistance  for  adult  average  daily  attendance. 
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12.  Many  school  districts  receiving  state  equalization  aid  are  manag- 
ing to  maintain  their  adult  education  classes  almost  solely  with  the 
funds  received  from  the  State. 

13.  Adult  education  classes  in  subjects  leading  to  elementary  and 
high  school  diplomas  and  classes  in  apprenticeship  training  are  proving 
of  great  value  to  many  California  citizens. 

14.  Classes  in  Americanization  and  English  for  the  foreign  born 
are  of  great  value  to  a  democratic  society. 

15.  Local  school  boards  have  been  reluctant  to  support  "avocational" 
classes  with  large  amounts  of  local  taxpayer's  money  when  state  sup- 
port has  either  been  withdrawn  or  diminished  for  these  classes. 

16.  Studies  show  that  enrollments  in  "avocational"  classes  take  a 
marked  decrease  when  minimal  tuition  fees  are  placed  on  these  subjects. 

17.  Part-time  and  adult  enrollments  in  the  junior  colleges  exceed  the 
total  number  of  full-time  students. 

18.  Junior  college  extended  day  programs  are  not  extensions  of  the 
day  time  programs.  Junior  colleges  give  college  credit  for  most  classes 
offered  in  their  evening  programs,  although  many  of  these  are,  in  fact, 
adult  education  classes. 

19.  Junior  colleges  are  permitted  to  collect  out-of-district  tuition  for 
adults  who  are  attending  "graded"  classes.  This  has  proven  a  highly 
lucrative  source  of  income  for  msLny  junior  colleges  and  has  enabled 
some  to  conduct  their  evening  programs  with  little  or  no  direct  expense 
to  the  local  taxpayer. 

20.  Regular  junior  college  classes  and  adult  education  classes  have 
become  so  integrated  in  the  extended  day  programs  of  most  junior  col- 
leges that  it  is  impossible  to  determine  which  is  which. 


RECOAAMENDATIONS 

1.  State  support  for  the  administrative  costs  of  the  University  of 
California  Extension  Service  should  be  6  percent  of  the  total  budget 
of  the  Extension  Service. 

2.  State  support  for  the  administrative  costs  of  the  State  College 
Extension  should  be  granted  at  a  sum,  not  to  exceed  6  percent  of  the 
total  budget  of  the  Extension  Service.  This  sum  should  be  granted  by 
the  Legislature  as  soon  as,  but  not  until,  an  accounting  sj^stem  has 
been  developed  which  will  accurately  reflect  the  true  costs  of  the  State 
College  Extension. 

3.  All  funds  or  services  used  to  operate  the  State  College  Extension 
Services  should  be  shown  as  an  expense  of  the  service  and  should  not 
be  included  in  the  regular  budgets  of  the  individual  state  colleges. 

4.  The  State  College  Trustees  should  immediately  investigate  the 
quantity  and  quality  of  the  extended  day  programs  of  the  state  colleges. 
The  trustees  should  also  immediately  develop  policies  to  divert  students 
in  the  extended  day  program  Avho  are  not  pursuing  regular  degree 
objectives  into  the  State  College  Extension. 

5.  The  Co-ordinating  Council  for  Higher  Education  should  investi- 
gate the  degree  and  amount  of  competition  now  existing  between  the 
University  of  California  Extension  Service  and  the  state  colleges.  The 
council  should,  after  reviewing  this  matter,  make  recommendations  to 
the  Legislature  in  1963  as  to  how  this  competition  can  be  eliminated. 

6.  The  State  Board  of  Education  should  immediately  undertake  a 
study  to  arrive  at  an  accounting  system  which  will  accurately  com- 
pute the  costs  of  adult  education  and  the  costs  of  a  unit  of  adult 
average  daily  attendance  on  a  statewide  basis.  The  board  should  report 
its  findings  to  the  Legislature  no  later  than  January  1,  1962. 

7.  The  State  Department  of  Education  should  use  its  influence  to 
discourage  local  school  districts  from  continuing  or  inaugurating  adult 
education  classes  which  are  not  within  the  intent  of  the  law. 

8.  No  increase  in  the  State's  level  of  support  for  any  adult  average 
daily  attendance  should  be  granted. 

9.  High  school  districts  should  not,  at  this  time,  be  allowed  to  charge 
out-of-district  tuition  for  adults. 

10.  Governing  boards  of  junior  colleges  should  be  allowed  to  charge 
tuition  fees,  not  to  exceed  the  cost  of  instruction,  for  all  adults  (per- 
sons over  21  years  of  age  and  taking  less  than  10  units)  attending 
the  junior  colleges. 

11.  Junior  colleges  should  be  permitted  to  charge  out-of-district 
tuition  only  for  those  adults  who  are  pursuing  programs  leading  to 
degrees,  vocational  certificates,  or  transfer  to  institutions  of  higher 
education. 


(7) 


8 


ASSEMBLY  INTERIM   COMMITTEE  ON  EDUCATION 


12.  State  support  for  adult  average  daily  attendance  in  the  high 
schools  should  be  provided  solely  on  the  basis  of  the  following : 

a.  Adults  in  classes  leading  to  an  elementary  diploma. 

b.  Adults  in  classes  leading  to  a  high  school  diploma,  provided  these 
classes  are  an  integral  part  of  the  daytime  high  school  curriculum. 

e.  Adults  in  classes  in  Americanization  or  English  for  the  foreign 
born. 

d.  Adults  in  classes  in  authorized  and  approved  apprenticeship  pro- 
grams. 

e.  Adults  in  classes  for  the  handicapped  or  for  parents  of  the  handi- 
capped. 

13.  Adults  who  already  hold  high  school  diplomas  should  not  be 
included  in  the  adult  average  daily  attendance  in  categories  (a)  and 
(b)  of  recommendation  number  12. 

14.  State  support  for  adult  average  daily  attendance  in  the  junior 
colleges  should  be  based  solely  on  those  adults  who  are  enrolled  in 
classes  leading  directly  to  a  degree,  a  certificate  of  completion  for  a 
two-year  vocational  program,  or  academic  transfer  programs. 

15.  Adults  who  already  hold  an  associate  in  arts  or  science  degree, 
an  equivalent  degree  or  certificate,  or  a  higher  academic  degree  should 
not  be  included  in  the  adult  average  daily  attendance  of  the  junior 
colleges. 


REPORT  OF  SUBCOMMITTEE 

INTRODUCTION 

During  the  1959  Session  of  the  Legislature,  proposals  were  made  by 
the  Governor  and  the  State  Department  of  Finance  to  sharply  reduce 
the  State's  support  for  adult  education.  The  Legislature  did  not  wish 
to  enact  such  a  sweeping  financial  proposal  without  more  facts  regard- 
ing current  adult  education  programs  and  without  determining  what 
effects  the  reduction  of  state  assistance  would  have. 

A  compromise  was  reached  during  the  1959  Session,  whereby  sup- 
port for  adult  education  was  held  at  the  then  existing  level  of  state 
support,  rather  than  being  increased  as  the  State  Department  of  Edu- 
cation proposed  or  being  decreased  as  the  State  Department  of  Finance 
proposed.  The  Assembly  Interim  Committee  on  Education  was  directed 
by  the  Legislature  to  conduct  an  investigation  into  adult  education 
and  to  report  its  findings  to  the  1961  session  of  the  Legislature.  This 
report  is  based  upon  that  directive. 

Pursuant  to  this  directive,  the  Subcommittee  on  Adult  Education 
was  established.  The  subcommittee  has  held  four  hearings  on  this  sub- 
ject: on  October  13,  1959,  in  Sacramento;  on  December  4,  1959,  in  Los 
Angeles;  on  June  14,  1960,  in  San  Francisco;  and  on  September  27, 
1960,  in  Pasadena. 

For  the  purposes  of  its  study  the  subcommittee  decided  to  define 
adult  education  in  its  broadest  terms  to  include  all  part-time  educa- 
tion of  adults  regardless  of  their  educational  level.  Consequently,  the 
subcommittee  has  looked  into  the  extension  service  of  the  University 
of  California,  the  extension  service  and  extended  day  programs  of  the 
state  colleges,  the  extended  day  and  adult  education  programs  _  of 
the  junior  colleges,  and  the  adult  education  programs  of  the  high 
schools. 

In  conducting  this  investigation,  the  subcommittee  has  considered 
the  question  of  state  support  for  adult  education  programs  to  be  the 
most  important  area  for  study.  The  subcommittee  has  searched  for 
answers  to  the  following  central  questions,  which  were  consistently 
asked  of  adult  educators,  throughout  the  hearings : 

1.  As  a  result  of  the  state  funds  for  adult  education  not  being  aug- 
mented in  the  1959  legislative  session,  how  many  adult  education  pro- 
grams were  curtailed? 

2.  How  many  districts  increased  their  local  tax  rate  or  budgeted 
from  local  funds  in  greater  amounts  than  previously  to  sustain  the 
adult  education  program? 

3.  To  what  extent  and  with  what  results  have  fees  been  charged 
by  local  districts? 

Other  facets  of  adult  education  have,  of  course,  been  studied  by  the 
subcommittee.  A  considerable  amount  of  testimony  has  been  collected 
regarding  class  content,  fees,  co-ordination  of  activities,  student  char- 
acteristics, etc.  However,  these  items  have  been  considered  subsidiary 
to  the  central  question  of  support. 
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Content  of  adult  education  classes  and  tuition  fees  would  not  have 
received  the  attention  they  did  if  the  questions  regarding  costs  and 
levels  of  support  of  adult  education  classes  had  been  originally  an- 
swered to  the  satisfaction  of  the  subcommittee.  Investigation  of  content 
and  other  areas  became  necessary  when  adult  education  representatives 
could  not,  or  would  not,  provide  adequate  answers  regarding  costs.  "We 
are  pleased,  however,  that  we  looked  into  these  other  matters  because 
they  proved  enlightening  to  the  members  of  this  subcommittee  and  have 
aided  us  in  preparing  more  comprehensive,  reasonable  and  justifiable 
recommendations. 

This  report  will  deal  with  major  topics  in  the  following  manner:  (1) 
University  Extension,  State  College  Extension  and  the  State  College 
Extended  Day;  (2)  Junior  College  Extended  Day  and  Adult  Educa- 
tion; (3)  Content  of  Adult  Education  Classes;  (4)  Financial  Support 
of  Adult  Education  Classes;  (5)  Student  Fees;  and  (6)  Summary. 

UNIVERSITY  EXTENSION,  STATE  COLLEGE  EXTENSION 
AND  STATE  COLLEGE  EXTENDED  DAY 

The  University  of  California  Extension  is  one  of  the  two  or  three 
oldest  extension  services  in  the  United  States.  From  a  very  small  be- 
ginning in  1891,  University  Extension  has  grown  to  become  the  largest 
extension  division  in  the  United  States. 

Enrollments  during  1958-59  in  University  Extension  were  over  165,- 
000.  Approximately  two  out  of  three  courses  carried  university  credit 
and  7  out  of  10  enrollments  were  in  credit  courses.  These  large  enroll- 
ments have  been  attained  by  the  University  Extension  in  spite  of  high 
students'  fees,  which  now  amount  to  $35  for  a  three  unit  course. 

State  College  Extension  differs  sharply  from  the  University  Exten- 
sion in  many  respects.  There  is  no  central  administration  for  the  State 
College  Extension.  Each  college  maintains  its  own  extension  program 
within  the  general  framework  of  policy  declarations  of  the  State  Board 
of  Education.  It  is  interesting  to  note  that  Long  Beach  State  College 
does  not  maintain  an  extension  program.  Course  offerings  in  State 
College  Extension  are  quite  narrow,  usually  limited  to  courses  for 
teachers  who  live  in  outlying  areas.  Many  of  the  great  potentialities 
of  the  State  College  Extension  have  not  been  developed,  possibly  be- 
cause of  the  loose  administrative  framework. 

Enrollment  is  very  small  in  comparison  with  the  University  Exten- 
sion, and  many  times  the  type  of  student  who  is  enrolled  in  the  Univer- 
sity Extension  is,  in  the  state  colleges,  enrolled  in  extended  day  classes 
where  the  State  pays  the  greatest  part  of  the  cost.  For  example,  in 
1958  there  were  80,091  students  enrolled  in  the  state  colleges.  Of  that 
number  35,563  were  taking  less  than  12  units,  44,528  were  taking  12 
or  more  units.  In  1959  the  total  enrollment  in  the  state  colleges  was 
89,441.  Of  this  number  30,398  were  taking  less  than  six  units  and 
59,043  were  taking  six  or  more  units.  In  1959  the  State  Board  of  Edu- 
cation enacted  a  new  matriculation  policy  for  state  college  students.  As 
a  result  of  this  action  the  1960  enrollment  of  the  state  colleges  was 
90,859.  Of  this  total,  28,792  were  taking  less  than  six  units  (a  decrease 
of  5.3  percent)  and  68,067  were  taking  six  or  more  units  (an  increase 
of  15.3  percent). 


SUBCOMMITTEE  ON  ADULT  EDUCATION 


11 


Considerable  controversy  has  arisen  in  recent  years  regarding  the 
State's  support  of  the  University  and  State  College  Extensions.  A  sub- 
sidy has  traditionally  been  allowed  the  University  Extension  for  ad- 
ministrative costs.  In  1959  this  subsidy  amounted  to  16  percent  of  the 
extension's  total  budget.  That  same  year  the  Legislature  reduced  this 
subsidy  to  9  percent,  with  this  amount  to  be  further  liquidated  m  three 
annual  reductions  of  3  percent  each.  One  reason  for  voting  this  action 
was  the  claim  that  the  State  College  Extension  was  entirely  student 
supported  from  the  proceeds  of  an  $8.50  per  unit  fee. 

Sufficient  evidence  has  been  collected  by  this  subcommittee  to  throw 
grave  doubt  on  the  claim  of  self-sufficiency  by  the  State  College  Exten- 
sion. Testimony  of  state  college  officials  and  a  study  of  recent  state 
college  budgets  show  that  a  definite  subsidization  exists,  in  differnig 
forms,  on  the  various  campuses.  In  some  colleges,  the  salary  of  the 
Dean  of  the  Extension  Service  is  not  charged  to  the  extension  budget. 
Similarly,  while  extension  uses  the  regular  offices  of  the  state  colleges 
for  collection  of  fees,  and  the  handling  of  transcripts  and  registration, 
the  charges  for  these  services  are  included  in  the  regular  budget  of  the 
state  colleges— not  in  the  extension  budget. 

Because  of  this  "built-in"  subsidy  for  the  State  College  Extension, 
it  seems  unwise  to  continue  the  original  conception  of  reducing  the 
University  Extension  to  a  completely  self-supporting  basis.  University 
Extension  has  conducted  a  high  quality  program  which  has  attracted 
a  large  enrollment.  If  the  state  subsidy  is  removed,  the  large  increase 
in  fees  which  would  be  necessary  would  gravely  endanger  the  continu- 
ance of  this  eminently  worthwhile  program.  We  believe  the  State  should 
provide  6  percent  of  the  total  budget  of  the  University  Extension  for 
administrative  costs. 

The  Legislature  should  recognize  the  existence  of  a  subsidy  to  the 
State  College  Extension  and  the  need  for  continuing  some  subsidy  to 
the  University  Extension.  We  believe  a  6  percent  annual  subsidy  should 
be  voted  for  the  University  Extension  and  the  State  College  Extension. 
The  State  College  subsidy,  however,  should  not  be  permitted  until  an 
accounting  svstem  has  been  developed  by  the  colleges  which  will  ac- 
curately reflect  the  true  costs  of  the  State  College  Extension.  This 
subcommittee  urges  the  State  College  Trustees  to  consider  Pj^cmg  the 
State  College  Extension  under  one  central  administration.  The  State 
College  Trustees  should  also  immediately  develop  policies  which  will 
divert  students  in  the  extended  day  program  who  are  not  pursuing 
regular  degree  objectives  into  the  State  College  Extension.  _ 

The  Subcommittee  on  Adult  Education  deplores  the  spirit  of  compe- 
tition and  enmity  which  has  developed  between  the  state  colleges  and 
the  University  Extension  in  many  areas  of  this  State.  Co-ordination 
systems  have  not  proven  satisfactorily  effective.  The  subcommittee 
urges  the  Co-ordinating  Council  on  Higher  Education  to  explore  means 
of  reducing  this  competition  in  the  best  interests  of  higher  education 
and  the  State  of  California. 

JUNIOR  COLLEGE  EXTENDED  DAY  AND  ADULT  EDUCATION 

This  subcommittee  has  devoted  a  great  deal  of  attention  to  junior 
college  extended  day  programs.  Junior  college  representatives  have 
told  us  that  their  evening  programs,  with  the  exception  of  adult  edu- 
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cation  classes,  are  merely  extensions  of  their  day  programs.  They  claim 
they  are  simply  "rnnuing  their  plant  from  8  in  the  morning  to  10  at 
night."  If  this  is  the  ease,  then  we  are  somewhat  concerned  over  the 
type  of  education  which  the  daytime  junior  college  student  is  receiving. 

During  1959-60  there  were  221,540  part-time  and  adult  students 
(persons  over  21  years  of  age  and  taking  less  than  10  units  of  college 
work)  enrolled  in  the  junior  colleges.  There  were  only  90,254  full-time 
students  in  the  junior  colleges  in  1958-59.  We  have  always  considered 
the  junior  colleges  as  institutions  which  provide  the  first  two  years  of 
collegiate  education  or  two-year  vocational  programs.  We  had  not 
realized  that  the  junior  colleges  were  involved  in  mass  adult  education 
programs.  ^ 

Our  studies  and  investigations  into  the  junior  college  extended  day 
programs  reveal  that  these  are  not  merely  extensions  of  the  day  pro- 
grams. In  most  junior  colleges,  for  example,  there  is  even  a  separate  ad- 
ministrative officer  for  the  evening  program.  He  is  generally  a  person 
with  a  great  deal  of  past  experience  in  adult  education  programs.  Two 
of  the  junior  colleges'  functions  are  general  education  and  adult  edu- 
cation. The  majority  of  courses  designed  to  fulfill  these  functions  are 
given  in  the  evening. 

One  high  school  and  junior  college  district  in  Southern  California 
provides  a  revealing  insight  into  the  extended  day  operations  of  junior 
colleges  elsewhere.  Within  this  district  there  is  an  evening  high  school 
program,  a  junior  college  extended  day  program,  and  an  evening  junior 
college  program.  The  evening  high  school  program  offers  courses  which 
parallel  those  of  the  day  high  school  and  lead  directly  to  a  high  school 
diploma.  The  junior  college  extended  day  program '  follows  the  same 
pattern  and  offers  only  those  classes  that' parallel  the  day  classes  and 
lead  to  an  A. A.  degree.  The  evening  junior  college,  however,  presents 
quite  a  different  picture.  The  catalog  of  the  school  states  that  its  pur- 
poses are  as  follows : 

''Evening  junior  college  courses  are  specifically  designed  to  meet 
the  needs  of  adults  whose  primary  interest  in  education  is  self -improve- 
ment without  too  much  concern  for  a  degree.  Credit  earned  for  the 
evening  college  work  may  be  applied  toward  the  elective  requirements 
of  the  associate  in  arts  degree.  Classes  are  held  on  the  .  .  .  junior 
college  campus  and  on  the  campuses  of  .  .  .  union  high  school  and 
._  .  .high  school,  and  a  few  meet  in  convenient  locations.  .  .  .  Evening 
junior  college  classes  may  also  be  used  to  satisfy  the  elective  require- 
ment for  the  high  school  diploma." 

A  random  sampling  of  classes  offered  in  the  evening  junior  college 
are  as  follows:  home  landscape  design,  beginning  typing,  investment 
securities,  managing  the  family  income,  vocational  catering  and 
pastries,  china  painting,  floral  design,  the  one-parent  family,  etc.  To 
make  it  even  more  confusing  many  of  the  classes  offered  by  the  evening 
junior  college  are  offered  during  the  daytime.  In  almost  all  cases  these 
classes  are  given  for  college  credit — they  are,  if  one  can  believe  it,  not 
adult  education  classes ! 

Most  junior  colleges  do  not  separate  their  programs  as  neatly  as 
this  particular  district  has  done.  However,  in  many  junior  colleges 
throughout  the  State  you  would  find  the  same  types  of  classes  being 
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offered  in  the  evening.  Regular  junior  college  classes  and  adult  edu- 
cation classes  are  merely  lumped  together  and  called  "extended  day." 
Since  almost  all  classes  in  junior  colleges  are  given  for  college  credit 
it  is  impossible  to  determine  which  classes  are  for  adults  and  which 
classes  are  part  of  the  regular  program. 

Many  junior  college  representatives  have  told  us  that  it  does  not 
make  any  difference  whether  adults  are  in  graded  or  nongraded 
classes  because  they  receive  only  basic  aid  for  an  adult  anyway.  Even 
if  we  were  to  accept  this  theory  that  an  educational  institution  can 
be  "all  things  to  all  people,"  we  would  still  not  be  entirely  correct. 
The  matter  of  out-of-district  tuition  becomes  highly  significant. 

In  1953,  the  Legislature  prohibited  high  school  districts  from  charg- 
ing out-of-district  tuition.  Since  some  adult  education  programs  had 
been  "raiding"  their  neighboring  districts  for  students  and  then 
charging  these  districts  the  costs  of  educating  their  adults  the  Edu- 
cation Code  was  changed.  The  net  effect  of  the  legislative  action  was 
to  greatly  reduce  the  number  of  classes  in  many  evening  high  school 
programs. 

When  making  this  change,  however,  the  Legislature  did  not  make 
this  section  applicable  to  graded  classes.  Junior  colleges  were  able,  by 
simply  changing  their  adult  education  classes  to  graded  classes,  to 
continue  collecting  out-of-district  tuition,  plus  a  $300  fee  per  a.d.a. 
for  capital  outlay  purposes.  In  addition,  the  junior  colleges  were  able 
to  absorb  a  great  deal  of  the  adult  education  programs  formerly  con- 
ducted by  the  high  schools  who  could  no  longer  financially  support 
them.  As  the  high  school  programs  in  adult  education  diminished  the 
junior  college  extended  day  programs  flourished. 

Shown  below  are  two  tables  which  graphically  illustrate  that  junior 
colleges,  while  their  enrollments  over  the  past  few  years  have  almost 
doubled,  have  added  few  adult  education  classes  and  that  the  majority 
of  their  adults  are  in  graded  classes. 

NUMBER  OF  ADULT  CLASSES  APPROVED    IN   JUNIOR  COLLEGES  OTHER  THAN 
THOSE  OPERATING  SEPARATE   EVENING  SCHOOLS 

Junior  colleges  Junior  colleges 

toith  classes             Numher  of  reporting  no  classes 

Year                                                     for  adults  classes  for  adults 

1952-53    23  2,121 

1953-54    35  3,497 

1954-55    37  3,599  2 

1955-56    33  3,428  8 

1956-57    35  3,809  10 

1957-58    39  3,746  11 

1958-59    39  4,885  13 

AVERAGE  DAILY  ATTENDANCE  OF  ADULTS   IN  JUNIOR  COLLEGE  CLASSES 

Graded  classes  Classes  for  adults  Total  a.d.a. 

Tear  a.d.a.  Percent  a.d.a.         Percent  (100%) 

1953-54 7,295  40.8  10,619  59.2  17,914 

1954-55 11,562  51.8  10,791  48.2  22,353 

1955-56 15,406  61.7  9,575  38.3  24,981 

1956-57 19,431  66.0  9,996  34.0  29,427 

1957-58 22,766  69.5  9,977  30.5  32,743 

1958-59 25,251  71.6  9,992  28.4  35,243 
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The  net  effect  of  this  has  been  even  worse  on  the  local  taxpayers  than 
previously.  Oiit-of -district  tuition  is  charged  on  the  basis  of  the  cost  per 
unit  of  a.d.a.  less  the  amount  derived  from  state  and  federal  funds.  The 
cost  of  education  in  a  junior  college  is  always  more  expensive  than  in 
a  high  school,  although  the  amount  of  money  received  from  the  State 
is  not  necessarily  any  greater.  Consequently,  many  districts  have  found 
themselves  paying  more  for  the  education  of  their  adults  in  the  junior 
colleges  than  they  did  for  those  same  adults  in  the  high  school  adult 
education  programs. 

Through  the  use  of  out-of-district  tuition  it  has  been  possible  for 
some  junior  colleges  to  pay  for  their  entire  extended  day  programs 
without  any  cost  to  the  local  district.  In  s6me  cases  they  have  even  been 
able  to  make  money  which  has  then  been  put  into  other  programs  within 
the  junior  college. 

_  This  subcommittee  is  also  very  much  aware  there  are  many  Califor- 
nians  who  are  taking  advantage  of  the  junior  college  evening  programs 
in  order  to  pursue  work  leading  to  a  two-year  degree  or  transfer  to  an 
institution  of  higher  education.  This  is  highly  commendable  and  we  do 
not  want  to  do  anything  which  would  discourage  this  type  of  oppor- 
tunity, but  at  the  same  time  we  do  not  wish  to  maintain  noncollegiate 
classes  or  adult  education  classes  in  the  guise  of  collegiate  caliber  pro- 
grams. If  a  class  is  a  class  for  adults  it  should  be  called  such  and  re- 
ported to  the  State  as  such.  Most  junior  colleges  have  no  matriculation 
policies  and  adults  attending  less  than  six  hours  need  not  even  file 
records  in  the  college  registrar's  office.  Adults  who  already  have  A.A. 
or  even  Ph.D.  degrees  may  enroll  for  a  specific  class  in  a  junior  college 
without  any  difficulty.  His  educational  goal  need  only  be  that  he  wants 
to  take  one  particular  class. 

Whether  adults  should  have  the  right  to  attend  evening  classes  in 
the  junior  college,  or  the  high  schools  for  that  matter,  only  for  the 
purpose  of  taking  one  or  two  classes  for  his  own  self-improvement  or 
for  upgrading  on  his  job  without  contributing  anything  to  the  cost  of 
that  education  is  a  matter  of  great  concern.  It  is  a  matter  which  should 
be  decided  by  local  governing  boards.  At  the  present  time  local  govern- 
ing boards  are  restricted  from  charging  fees  of  students  in  graded 
classes.  We  feel  the  Education  Code  should  be  amended  to  allow  local 
governing  boards  to  charge  tuition  fees,  not  to  exceed  the  cost  of  in- 
struction, for  all  adults  in  junior  colleges. 

This  subcommittee  also  recommends  that  junior  colleges  be  granted 
State  assistance  for  adult  a.d.a.  based  solely  on  those  adults  who  are 
enrolled  in  classes  leading  directly  to  a  degree,  a  certificate  of  comple- 
tion for  a  two-year  vocational  program,  or  academic  transfer  programs. 
Individuals  who  already  hold  an  associate  in  arts  or  science  degree, 
an  equivalent  degree  or  certificate,  or  a  higher  academic  degree  should 
not  be  included  in  the  adult  a.d.a.  for  state  apportionment  purposes. 
Once  this  plan  is  adopted,  we  feel  the  State  should  support  this  adult 
a.d.a.  mi  the  same  basis  as  the  regular  a.d.a.  apportionment. 

If  junior  college  districts  wish  to  operate  other  programs  which  do 
not  lead  to  a  two-year  degree  or  certificate  they  are  free  to  do  so.  They 
may  wish  to  make  the  financing  of  these  classes  a  partnership  arrange- 
ment between  the  participant  and  the  district.  Our  feeling  is  that  other 
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classes  which  are  not  part  of  a  planned  academic  or  vocational  pro- 
gram, while  worthwhile,  should  not  be  a  responsibility  of  the  State. 
The  junior  colleges  refer  to  themselves  as  community  colleges.  They  do 
so  because  in  each  community  the  requests  for  certain  types  of  classes 
or  programs  will  vary  from  another  community.  Obviously  these  pro- 
grams or  classes  are  designed  to  benefit  the  community  or  the  partici- 
pant or  both  and  they  should  be  financially  supported  by  the  commu- 
nity, the  individual,  or  both. 

CONTENT  OF  ADULT  EDUCATION  CLASSES 
Content  of  adult  education  classes  became  an  important  element  of 
this  investigation  only  when  the  subcommittee  did  not  receive  satis- 
factorv  answers  to  questions  about  financing  of  adult  education  classes 
and  the  purposes  for  which  adults  enroll  in  these  classes.  When  it 
became  apparent  that  state  funds  were  being  used  to  almost  wholly 
support  classes  in  some  districts,  we  felt  it  was  essential  that  we  deter- 
mine for  what  this  money  was  being  expended. 

Evidence  presented  to  this  subcommittee  shows  that  the  great  bulk 
of  adult  education  classes  are  worthy  of  state  support.  Courses  leading 
to  high  school  and  elementary  school  diplomas  are  providing  our  citi- 
zens with  basic  educational  background  that  is  essential  in  the  highly 
complex  society  which  we  have  created  in  the  United  States.  Classes  m 
apprenticeship"^  training  are  providing  a  valuable  service  to  the  State 
which  has  been  highly  praised  by  business  and  labor  leaders.^  Classes 
in  Americanization  and  English  for  the  foreign  born  are  of  immense 
value  to  our  society.  The  Legislature  has  recognized  this  element  is  so 
important  that  they  have  prohibited  the  levying  of  fees  for  this  instruc- 
tion. The  subcommittee  agrees  wholeheartedly  with  the  present  policy 
in  this  regard. 

This  subcommittee  has  severe  doubts  and  reservations,  however,  about 
other  areas  of  adult  education  programs  Avhich  are  best  described  as 
''avocational."  Classes  in  the  following  subjects  are  being  offered 
throughout  the  State  at  local  and  state  taxpayers'  expense:  cake  deco- 
rating, lampshade  making,  rug  makiiig,  upholstery,  ceramics,  jewelry 
making,  lapidary,  leathercraft,  piano  playing,  modern  dance  tech- 
niques, sewing,  phvsical  fitness  for  men  and  women,  knitting,  millinery, 
tailoring,  woodshop,  trailer  camping,  flower  arrangement,  conversa- 
tion, and  small  boat  handling.  This  list  is  by  no  means  exhaustive ;  it 
is  merely  a  partial  listing. 

In  one  large  Northern  California  city  this  subcommittee  found  there 
were  long  waiting  lists  of  individuals  who  desired  to  enter  classes 
which  would  lead  them  to  the  attainment  of  high  school  diplomas.  At 
the  same  time  this  district  was  offering  upholstery,  millinery  and  other 
"avocational"  classes  which  barely  had  enough  students  m  attend- 
ance to  maintain  a  minimum  enrollment.  How  high  school  district 
administrators  can  justify  that  upholstery  and  flower  arranging  are 
more  important  than  basic  mathematics  and  English  this  subcommittee 
cannot  comprehend.  . 

A  representative  of  the  Adult  Educator's  Association  challenged 
this  subcommittee  to  prohibit  "avocational"  classes  if  it  thought  these 
courses  should  not  be  given.  This  subcommittee  does  not  feel  it  should 
tell  local  school  districts  what  they  may  or  may  not  offer.  Local  govern- 
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ing  boards  are  iu  a  far  better  position  to  do  this  than  a  legislative 
committee.  This  subcommittee,  however,  does  feel  that  it  mnst  deter- 
mine what  classes  are  essential  and  worthy  enough  to  receive  funds 
from  taxpayers  throughout  the  State. 

As  the  section  of  this  report  on  state  support  will  indicate,  this  sub- 
committee feels  that  classes  of  an  "avocational"  nature  or  classes 
that  are  not  of  a  substantial  educational  value  and  are  not  part  of  the 
regular  school  system  should  not  be  supported  by  state  funds.  Local 
districts  may  continue  to  support  these  classes  if,  in  the  opinion  of 
the  local  boards,  they  meet  the  needs  of  their  local  communities. 

Experience  has  shown,  however,  that  local  boards  are  often  reluc- 
tant to  maintain  such  classes  when  theyxinust  appropriate  large  sums 
of  local  taxpayers'  money  to  support  them.  The  idea  that  "we  will 
offer  them  as  long  as  the  State  pays  for  them"  has  existed  too  long 
in  California.  Adult  education  administrators  who  can  tell  their  local 
boards  that  it  isn't  costing  the  district  anything  to  offer  such  classes 
can  usually  get  the  board's  approval. 

We  have  noted,  however,  that  in  Los  Angeles  and  San  Francisco 
(which  receive  only  basic  aid  from  the  State)  it  has  been  harder  to 
sell  these  boards  on  nonessential  classes.  Generally,  these  two  districts 
maintain  programs  of  high  quality  at  a  minimum  of  expense.  Districts 
receiving  equalization  aid  from  the  State,  however,  seem  to  be  more 
willing  to  support  anything  from  "Fun  with  Frosting"  to  "Trailer 
Camping  in  the  U.  S.  A."  It  becomes  evident  that  Los  Angeles  and 
San  Francisco  have  made  basic  decisions  regarding  educational  priori- 
ties and  values — and  have  chosen  education  rather  than  "avocation." 
It  is  also  interesting  to  note  that  both  of  these  districts  have  placed 
tuition  fees  on  their  "avocational"  classes  so  that  local  taxpayers' 
funds  do  not  have  to  be  used  so  abundantly  to  support  them.  It  is 
amaziug  how  quickly  the  number  of  students  decreases  when  they  are 
required  to  pay  a  $2  or  $3  fee  for  lampshade  making  or  landscape 
design,  which  says  something  about  the  way  adults  themselves  view 
the  educational  benefits  of  these  classes. 

The  State  is  now  experiencing  difficulty  in  financing  essential  pro- 
grams for  the  children,  youth,  and  adults  of  California.  In  such  times, 
state  support  for  classes  teaching  adults  to  decorate  cakes,  arrange 
flowers,  build  high  fidelity  sound  systems,  and  braid  rugs  is  considered 
a  disgraceful  luxury,  which  is  not  defensible  and  which  deserves  to  be 
stopped  immediately  in  the  best  interests  of  the  children  and  the  tax- 
payers of  this  State. 

FINANCIAL  SUPPORT  OF  ADULT  EDUCATION  CLASSES 

In  discussing  the  question  of  financial  support,  this  subcommittee 
has  investigated  the  need,  if  any,  for  increased  state  support  of  adult 
education  classes.  After  having  heard  all  who  wished  to  speak  on  this 
subject  and  after  having  given  the  adult  education  administrators  every 
opportunity  to  establish  a  convincing  argument  on  this  question,  the 
subcommittee  finds  no  justification  to  recommend  an  increase  in  state  aid. 

No  evidence  of  a  convincing  nature  has  been  presented  to  the  sub- 
committee which  would  suggest  that  an  increase  is  necessary.  This 
subcommittee  has  been  repeatedly  warned  that  great  damage  will  re- 
sult if  state  aid  is  not  increased.  Witnesses  have  been  unable,  however, 
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to  provide  anything  more  than  this  glittering  generality.  Requests  for 
specific  evidence  and  details  have  been  answered  only  by  vague  ref- 
erences. 

It  is  not  this  subcommittee's  task  to  establish  reasons  for  increasing 
adult  education  apportionments  if  those  administering  these  programs 
cannot  do  so.  While  a  convincing  argument  for  an  increase  has  not  been 
advanced,  a  preponderance  of  evidence  indicates  that  state  aid  should, 
in  many  cases,  be  eliminated. 

A  questionnaire  prepared  by  the  committee  staff  was  sent  to  numer- 
ous schools  during  the  course  of  this  investigation.  Each  school  district 
was  asked  whether  the  failure  to  increase  state  aid  for  adult  a.d.a.  had 
caused  a  curtailment  of  the  district's  programs.  Responses  from  dis- 
tricts receiving  equalization  aid  indicated  overwhelmingly  that  the  de- 
cision of  the  Legislature  had  had  absolutely  no  effect  on  their  pro- 
grams. Since  basic  aid  was  not  increased,  those  districts  receiving  only 
basic  aid  were  not  affected  and  reported  that  there  had  been  no  change. 
Another,  and  far  more  important,  reason  for  not  increasing  support 
for  adult  education  has  also  come  to  light  during  the  course  of  this 
investigation.  Information  was  requested  from  school  districts  regard- 
ing their  total  cost  per  unit  of  adult  a.d.a.  The  districts  supplied  fig- 
ures which  differed  so  greatly  that  the  subcommittee  immediately  be- 
came disturbed  by  the  apparent  absence  of  proper  accounting  for  funds 
apportioned  to  the  districts  for  adult  education  purposes.  One  district 
stated  that  their  total  cost  per  unit  of  adult  a.d.a.  was  $177.  This  was 
virtually  the  amount  supplied  by  the  State  because  the  district  was  on 
equalization.  Several  other  districts  quoted  costs  in  the  $380-$400  range, 
and  three  districts  quoted  costs  of  over  $400  per  unit  of  adult  a.d.a. 

Expenses  charged  against  adult  education  vary  widely  from  district 
to  district.  Some  districts  charge  as  much  as  one-third  of  their  total 
administrative  costs  to  the  adult  education  program.  Percentages  of 
bond  redemption,  utilities,  insurance,  repairs,  maintenance,  and  travel 
costs  are  charged  against  adult  education  programs. 

Adult  education  administrators  have  informed  the  subcommittee  that 
this  problem  has  disturbed  them  for  several  years  and  that  an  attempt 
is  now  being  made  to  provide  a  more  systematic  approach  to  the  compu- 
tation of  adult  education  expenses.  This  subcommittee  is  wholly  in  ac- 
cord with  a  study  to  clarify  the  accounting  procedures  used  to  deter- 
mine the  costs  of  adult  education.  We  feel  it  is  long  overdue ! 

The  Legislature  should  direct  the  State  Board  of  Education  to  con- 
duct such  a  study  and  to  report  the  results  of  their  findings  and  their 
recommendations  to  the  1962  Session  of  the  Legislature.  This  is  an 
important  question  involving  large  sums  of  taxpayers'  money  and 
should  be  given  close  and  immediate  attention.  Once  the  exact  cost  of  a 
unit  of  adult  a.d.a.  is  determined,  apportionments  should  be  made  on 
this  basis  with  reference  to  equalization  aid.  The  fact  that  state  funds 
are  being  used  to  pay  for  80-100  percent  of  the  costs  of  adult  educa- 
tion programs  in  equalization  districts  is  a  prostitution  of  the  equal- 
ization aid  concept.  It  should  be  stopped  immediately! 

Many  classes  off'ered  in  adult  education  programs  throughout  the 
State  are  of  a  questionable  educational  value.  These  same  courses  can- 
not, in  the  opinion  of  the  subcommittee,  be  justified  as  being  worthy 
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of  State  support  when  tax  money  for  the  support  of  elementary  and 
high  school  students  is  so  scarce.  Rather  than  increase  state  support 
for  adult  education,  and  particularly  for  these  "  avocational "  classes, 
the  subcommittee  has  developed  recommendations  which  will  assure 
continued  support  for  those  students  who  are  pursuing  degree  or  voca- 
tional objectives  in  a  planned  curricula.  The  subcommittee  has  left  to 
the  local  districts  the  determination  of  whether  other  classes  and  pro- 
grams should  be  offered  at  public  expense. 

Because  our  goal  is  to  support  courses  which  are  an  integral  part  of 
academic  and  vocational  curricula,  this  subcommittee  urges  the  State 
Department  of  Education  to  enforce  not  only  the  letter  of  this  pro- 
posed legislation,  but  also  the  intent  ands  spirit  of  it.  Many  classes  of 
little  educational  value,  which  have  been  brought  to  the  attention  of 
this  subcommittee,  have  been  approved  for  apportionment  purposes  by 
the  Bureau  of  Adult  Education  in  the  State  Department  of  Education. 

For  example,  in  1953  the  Legislature  specifically  prohibited  the  use 
of  any  state  funds  for  physical  education  classes  for  adults.  To  our 
knowledge  no  adult  physical  education  classes  are  receiving  state  sup- 
port. Yet,  classes  abound  throughout  the  State  today  in  physical  fitness 
for  men  and  physical  fitness  for  women.  The  course  outlines  of  many 
of  these  classes  indicate  that  "group  athletic  activities  will  be  in- 
cluded." While  we  realize  these  courses  have  not  been  legally  prohib- 
ited from  receiving  state  aid,  we  feel  the  department  has  not  used  its 
prestige  and  influence  to  enforce  the  intent  of  the  Legislature.  We  hope 
that  the  department  will  do  so  more  effectively  in  the  future. 

The  request  has  been  made  that  high  school  districts  should  be  al- 
lowed to  collect  the  cost  of  educating  out-of-district  adults  from  the 
districts  of  their  residence.  In  1953,  the  Legislature  abolished  the 
authority  of  high  school  districts  to  collect  out-of-district  tuition  be- 
cause some  schools  were  "raiding"  the  territory  of  their  neighbors 
for  financial  gain. 

Abuses  of  this  provision  caused  its  removal  and  we  find  no  safe- 
guards that  would  prevent  these  past  abuses  from  recurring.  Further, 
it  is  not  proper  to  allow  districts  to  charge  out-of-district  tuition  until 
an  accurate  accounting  procedure  has  been  established.  Tuition  charges 
should  not  be  collected  from  nondistrict  taxpayers  when  the  actual 
cost  of  classes  is  not  known. 

The  improvement  of  accounting  procedures  and  the  adoption  of  the 
recommendations  of  this  report  regarding  state  support  for  adult  edu- 
cation would  produce  adult  education  programs  which  the  Legislature 
would  be  anxious  to  support.  If  these  reforms  are  adopted  by  the 
Legislature  and  instituted  in  local  districts,  we  would  favor  granting 
adult  a.d.a.  on  the  same  level  of  support  as  the  State  provides  for 
regular  a.d.a.  because  then  the  Legislature  and  the  citizens  of  this  State 
would  be  assured  that  adult  education  would  be  truly  educational  and 
not  just  a  gathering  place  for  "do-it-yourself"  enthusiasts. 

STUDENT  FEES 

Testimony  of  adult  administrators  has  shown  a  great  body  of  oppo- 
sition to  student  fees  of  any  sort.  Tuition  fees,  even  when  nominal,  are 
attacked  as  "closing  the  door"  to  public  education  and  preventing 
"less  financially  endowed"  people  from  taking  advantage  of  adult 
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education  classes.  It  is  curious,  when  one  considers  the  public  state- 
ments regarding  fees,  that  some  of  the  State's  high  school  districts 
charge  a  student  body  or  ''registration"  fee. 

Education  Code  Section  6365  permits  the  governing  board  of  a 
school  district  to  "establish  regulations  providing  for  the  collection 
of  an  incidental  fee  from  each  pupil  enrolled  in  such  classes  for  adults 
as  the  governing  board  may  determine.  The  fee  collected  from  each 
pupil  shall  not  exceed  fifty  cents  ($0.50)  in  any  school  year.  All  fees 
shall  be  deposited  in  the  account  for  that  school  and  shall  be  expended 
only  for:  (1)  materials,  services,  or  supplies  for  the  operation  of  classes 
for  adults  in  such  school;  and  (2)  activities  of  particular  benefit  to 
pupils  in  classes  for  adults  in  such  school." 

In  one  large  Northern  California  district,  a  registration  fee  is 
charged.  The  fee  is  not  actually  a  registration  fee  because  the  money 
goes  to  the  adult  education  department  and  not  to  the  district.  A 
fund  derived  from  this  fee  is  administered  by  the  student  body  senate 
and  used  for  several  purposes,  including  the  purchase  of  equipment 
for  the  adult  department. 

Similar  situations  have  been  found  in  many  other  districts  where 
items  such  as  brochures  advertising  the  adult  department  are  printed 
with  student  body  funds.  In  one  district  in  Southern  California,  the 
subcommittee  found  a  particularly  unique  arrangement.  A  student 
body  fee  is  charged  and  the  funds  collected  are  administered  by  a 
governing  board  of  nine  members,  five  of  whom  are  administrators 
of  the  district.  The  building  housing  the  adult  education  office  and 
several  of  the  adult  classrooms  is  owned  by  the  student  body  and  is 
rented  to  the  district  by  the  governing  board.  With  its  majority_  of 
administrators,  the  board  presents  a  picture  of  the  district  negotiating 
with  the  district  for  the  use  of  property  and  facilities. 

This  subcommittee  sees  little  justice  in  charging  a  "registration" 
fee  unless  it  is  actually  used  to  cover  the  costs  of  registration.  If  there 
are  other  legitimate  expenses  for  printing,  equipment,  services,  and  the 
cost  of  instruction,  then  a  regular  tuition  fee  should  be  charged.  Fur- 
ther, the  subcommittee  deplores  arrangements  whereby  student  body 
associations  own  buildings  which  are  rented  to  the  district.  The  Legis- 
lature should  eliminate  those  situations  where  district  administrators 
are,  in  effect,  negotiating  with  themselves  for  buildings,  property  or 
services. 

SUMMARY 

During  the  four  hearings  this  subcommittee  has  held  and  during  the 
writing  of  this  report  we  have  tried  to  consistently  look  at  the  problem 
of  financing  the  education  of  adults  on  all  levels  and  on  a  statewide 
basis.  This  subcommittee  strongly  believes  that  every  individual  should 
have  the  opportunity  to  attain  his  fullest  educational  potential.  Indi- 
viduals who  must  attend  school  on  a  part-time  basis  or  who  are  forced 
to  withdraw  from  school  and  return  at  a  later  time  should  not  be 
penalized  from  attaining  their  planned  educational  goals. 

California  has  generously  provided  opportunities  for  its  citizens  to 
pursue  education  from  kindergarten  through  doctoral  degrees  in  pub- 
licly supported  institutions.  Access  to  this  type  of  education  should  be 
maintained  on  the  present  basis. 
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However,  we  have  also  been  faced  with  a  basic  philosophical  question : 
"What  is  the  State's  responsibility  for  adults  attending  classes  at 
random  without  planned  educational  goals,  or  without  progressing 
from  one  educational  level  to  another?"  "Should  adults  returning  to 
school  solely  for  reasons  of  self -improvement  or  upgrading  on  their 
jobs  be  supported  on  the  same  level  as  adults  working  toward  diplomas 
and  degrees  ? ' '  These  are  questions  which  have  been  before  the  Legisla- 
ture many  times.  They  cannot  be  answered  to  the  satisfaction  of  all 
concerned.  They  are  questions  which  should  not  be  made  solely  by  the 
State.  Local  governing  boards  of  high  schools  and  junior  colleges  and 
state  governing  boards  of  the  state  colleges  and  the  university  should 
also  be  involved  in  making  these  decisi^ons. 

This  subcommittee  recommends  that  state  support  be  provided  for 
the  education  of  all  adults  who  are  pursuing  work  toward  elementary 
and  high  school  diplomas,  vocational-technical  certificates,  apprentice- 
ship certificates,  A. A.,  B.A.,  M.A.,  and  Ph.D.  degrees. 

The  State  of  California  has  a  limited  amount  of  funds  to  disburse 
to  all  elements  of  education.  It  has  always  been  the  State's  policy  that 
children  and  youth  should  have  first  priority  on  the  available  funds 
because  they  represent  the  next  generation  that  will  take  over  the 
duties  and  responsibilities  of  society.  This  is  the  only  practical 
and  realistic  approach  which  the  State  can  take  and  it  is  one  which 
we  heartily  endorse.  Adults  who  are  returning  to  school  to  pursue 
planned  educational  goals  should  be  supported  by  the  State  as  well. 
There  is  also  little  doubt  that  the  school  age  population  will  continue 
to  grow.  The  numbers  of  students  in  all  levels  of  education  in  Cali- 
fornia will  each  year  break  previous  years'  records  and  will  continue 
to  place  an  even  greater  burden  upon  the  State's  financial  resources. 
Therefore,  it  is  essential  to  establish  some  priority  system  as  to  where 
the  limited  amount  of  state  funds  could  and  should  be  most  effectively 
applied. 

We  feel  that  no  state  money  should  be  spent  for  any  adult,  no  matter 
at  what  educational  level,  if  he  is  not  pursuing  work  toward  a  certifi- 
cate, diploma,  degree,  or  classes  in  Americanization  and  English  for 
the  foreign  born.  We  do  not  wish  to  indicate  that  those  other  programs 
and  classes  designed  to  benefit  the  community  or  the  participants  are 
not  worthwhile.  However,  we  feel  that  since  the  major  benefits  of  these 
classes  are  for  the  community  or  the  participants  that  the  local  com- 
munity should  determine  whether  to  offer  these  programs.  Local  gov- 
erning boards  are  often  times  in  a  better  position  to  make  this  decision 
than  is  a  legislative  committee  or  the  State  Department  of  Education. 
Whether  local  districts  wish  to  financially  support  these  programs  or 
whether  they  wish  to  work  out  a  partnership  arrangement  for  financing 
these  classes  with  the  students  involved  is  a  matter  for  them  to  de- 
termine. 

By  making  the  recommendations  contained  in  this  report  we  have 
in  no  way  injured  the  right  of  any  individual  to  pursue  his  education 
as  long  as  he  is  working  in  a  planned  manner  toward  true  educational 
goals.  The  State  recognizes  its  responsibility  to  these  individuals  and 
will  support  them  as  much  as  it  will  support  the  regular  full-time 
student. 
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FINDINGS 

1.  Junior  colleges  are  currently  receiving  approximately  28-32  per- 
cent of  their  current  operating  expenses  from  the  State.  Only  18  per- 
cent of  this  amount  is  apportioned  as  equalization  aid;  82  percent  is 
apportioned  as  basic  aid. 

2.  The  State's  percentage  of  support  for  the  operating  expenses  of 
the  junior  colleges  has  been  progressively  declining  over  the  last  six 
years. 

3.  As  a  result  of  the  master  plan  for  higher  education,  the  governing 
boards  of  the  University  of  California  and  the  state  colleges  have 
agreed  to  divert  to  the  junior  colleges  by  1975,  approximately  50,000 
students  who  would  have  originally  attended  the  university  or  the  state 
colleges. 

4.  Junior  colleges  are  permitted  to  charge  out-of-district  tuition  and 
capital  outlay  fees  for  students  not  residing  in  their  districts.  This  has 
proven  a  highly  lucrative  source  of  income  for  many  junior  colleges. 

5.  Junior  colleges  have  never  received  any  state  assistance  for  capital 
outlay  costs.  Junior  colleges  have  been  constructed  through  local  dis- 
trict taxation. 

6.  Junior  college  districts  are  allowed  to  levy  a  maximum  tax  of  35 
cents  against  every  $100  of  assessed  valuation  for  the  operating  ex- 
penses of  the  college ;  high  school  districts  maintaining  junior  colleges 
may  levy  a  maximum  tax  of  $1.10 ;  unified  districts  maintaining  junior 
colleges  may  levy  a  maximum  tax  of  $2.  These  tax  rates  were  established 
in  1937. 

7.  Most  unified  and  high  school  districts  maintaining  junior  colleges 
are  levying  the  statutory  maximum  tax,  which  includes  the  additional 
35-cent  tax  they  are  permitted  to  levy  because  of  maintaining  a  junior 
college.  Most  of  these  school  districts  are  not  spending  nearly  the 
amount  derived  from  this  35-cent  tax  on  their  junior  college.  These 
districts  are  utilizing  tax  money  allegedly  collected  for  junior  college 
purposes  to  support  elementary  and  high  school  programs. 

8.  Most  unified  and  high  school  districts  maintaining  junior  colleges 
do  not  maintain  separate  accounts  nor  bookkeeping  procedures  for  their 
junior  colleges.  These  districts  maintain  that  they  are,  therefore,  unable 
to  provide  the  actual  costs  of  education  for  any  individual  level  of 
education  within  their  system. 

9.  The  present  foundation  program  used  for  computing  state  ap- 
portionments to  the  junior  colleges  is  $494  per  unit  of  average  daily 
attendance. 

10.  The  statewide  average  cost  per  student  in  the  junior  colleges  in 
1958-59  was  $521. 

11.  There  is  a  great  disparity  between  the  tax  efforts  of  districts 
maintaining  junior  colleges  and^  districts  not  maintaining  junior  col- 
leges. 

(23) 
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12.  Junior  college  districts  have  recently  been  formed  which  do  not 
have  tax  bases  sufficient  to  provide  quality  educational  programs  with- 
out receiving  equalization  aid  from  the  State. 

13.  Students  are  presently  admitted  to  junior  colleges  who  hold  a 
high  school  diploma  or  who  are  over  18  years  of  age  and  who,  in  the 
judgment  of  the  principal  of  the  college,  can  benefit  from  the  instruc- 
tion. 

14.  The  likelihood  for  success  of  students  entering  junior  colleges 
without  a  high  school  diploma  is  very  small.  Therefore,  some  junior  col- 
leges place  an  entering  student,  who  does  not  have  a  high  school  diploma 
on  immediate  probation. 

15.  Some  junior  colleges  allow  students  making  a  D  or  F  average  to 
remain  in  the  college  for  as  many  as  three  semesters. 

16.  Junior  college  students  transfering  to  the  university  or  state  col- 
leges, who  were  eligible  to  enter  those  institutions  upon  graduation 
from  high  school,  perform  as  well  as,  or  in  some  cases  better  than,  stu- 
dents who  enrolled  in  those  institutions  as  freshmen. 

17.  Junior  colleges  maintain  well-staffed  counseling  and  guidance 
services  which  are  an  essential  part  of  the  junior  college  function. 

18.  Many  junior  colleges  offer  what  is  known  as  general  education. 
Classes  in  this  category  sometimes  lead  to  an  associate  in  arts  or  an  as- 
sociate in  science  degree.  Many  classes  under  the  category  of  general 
education  are  not  of  a  collegiate  nature  nor  of  substantial  educational 
value. 

19.  In  1959-60  there  were  90,254  full-time  students  in  the  junior  col- 
leges and  221,540  part-time  and  adult  students.  Enrollment  figures 
show  that  the  majority  of  junior  college  students  are  over  21  years  of 
age,  take  less  than  10  units  of  college  work  and  generally  attend  classes 
at  night. 

20.  Most  of  the  adults  attending  junior  colleges  are  not  enrolled  in 
adult  education  classes.  They  are  enrolled  in  graded  or  credit  classes, 
although  the  majority  of  these  adults  are  not  working  toward  degrees 
or  certificates. 

21.  Adult  education  classes  and  adult  enrollments  in  the  junior  col- 
leges have  become  so  confused  and  integrated  with  the  regular  evening 
program  that  it  is  impossible  to  determine  which  are  adult  education 
classes  and  which  are  regular  junior  college  classes. 


RECOMMENDATIONS 

1.  The  establishment  of  a  state,  interest-free,  loan  fund  for  Junior 
college  capital  outlay  purposes  is  not  financially  practical  at  this  time. 

2.  No  realistic  or  effective  proposals  to  provide  capital  outlay  funds 
to  the  junior  colleges  have  been  presented  to  this  subcommittee.  There- 
fore, we  are  not  able  to  make  a  positive,  reasonable,  or  justifiable  recom- 
mendation regarding  this  matter  at  this  time. 

3.  An  accurate  system  of  accounting  for  the  exact  cost  of  operations 
and  the  exact  amounts  of  revenue  received  which  are  attributable  to 
junior  colleges  in  unified  and  high  school  districts  should  be  devised  by 
the  State  Department  of  Education  immediately.  These  costs  and  in- 
come figures  should  be  submitted  annually  to  the  State  Department  of 
Education  and  the  office  of  the  Legislative  Analyst.  Until  an  adequate 
accounting  system  has  been  established  no  additional  state  money  should 
be  provided  to  any  such  district  maintaining  a  junior  college. 

4.  Any  additional  support  provided  to  the  junior  colleges  should  be 
apportioned  on  the  basis  of  equalization  aid.  No  flat  grant  increase 
should  be  made.* 

5.  In  order  to  qualify  for  increased  state  assistance,  local  districts 
should  be  levying  and  spending  a  minimum  tax  of  30  cents  for  junior 
college  operating  expenses. 

6.  Since  the  present  foundation  program  used  in  computing  state 
apportionments  to  the  junior  colleges  is  unrealistic  it  should  be  in- 
creased from  the  present  $494  per  average  daily  attendance  to  a  mini- 
mum of  $525  per  average  daily  attendance.* 

7.  All  territory  of  the  State  not  now  included  within  districts  op- 
erating junior  colleges  should  be  brought  into  junior  college  districts 
as  rapidly  as  possible.  No  new  district  should  be  formed,  however,  unless 
adequate  tax  bases  exist. 

8.  The  State  Board  of  Education  should  re-evaluate  its  criteria  for 
the  establishment  of  new  junior  college  districts  to  provide  them  with 
larger  tax  bases  so  that  the  junior  college  may  be  financially  feasible. 

9.  Local  junior  college  governing  boards  should  have  the  authority 
to  determine  whether  students  who  do  not  have  high  school  diplomas 
should  be  admitted  to  their  institutions  or  not.  Education  Code  Section 
5706  should  be  changed  accordingly. 

10.  If  local  governing  boards  of  junior  colleges  decide  to  admit  stu- 
dents who  do  not  have  high  school  diplomas,  those  individuals  should  be 
placed  on  immediate  probation  and  given  one  semester  to  maintain  a 
minimum  of  a  C  average,  t 


Votes  of  the  Assembly  Education  Committee  on  tlie  above  recommendations  were 
unanimous  with  the  following-  exceptions : 

*  Assemblyman  Collier  abstained  on  No.  4  and  No.  6. 

t  Assemblyman  Britschgi  voted  no  on  No.  10. 


(25) 


26  ASSEMBLY  INTERIM  COMMITTEE  ON  EDUCATION 

11.  Counseling  and  guidance  services  of  the  junior  colleges  are  im- 
portant functions  of  these  institutions  and  they  should  be  provided. 

12.  The  requirements  for  an  Associate  in  Arts  or  an  Associate  in  Sci- 
ence degree  should  be  strengthened.  All  courses  in  general  education 
should  be  thoroughly  reviewed  by  the  State  Department  of  Education 
and  all  classes  not  of  a  substantial  educational  value  should  be  elimi- 
nated immediately. 

13.  No  additional  state  assistance  to  the  junior  colleges  should  be 
apportioned  for  adult  average  daily  attendance. 

14.  Increased  state  support  should  be  granted  to  the  junior  colleges 
under  the  provisions  outlined  in  the  recommendations  above. 


REPORT  OF  SUBCOMMITTEE 

INTRODUCTION 

The  Subcommittee  on  Higher  Education  was  established  to  couduct  a 
thorough  survey  of  the  junior  colleges.  This  is  the  first  time  such  a 
study  has  been  done  by  the  Legislature  in  many  years.  The  subcommit- 
tee was  chaired  by  Assemblywoman  Dorothy  M.  Donahoe  until  her 
death  in  April  of  1960.  Assemblyman  Richard  T.  Hanna  was  appointed 
to  succeed  her  as  chairman  in  May  of  1960  and  he  has  served  in  that 
capacity  to  this  date. 

On  September  24-25,  1959  the  subcommittee  met  in  Los  Angeles  for 
its  first  hearing  which  dealt  with  the  needs,  programs,  operations,  goals 
and  desires  of  the  junior  colleges.  During  the  1960  session  of  the  Legis- 
lature a  master  plan  for  higher  education  was  introduced  and  most  of 
its  provisions  w^ere  enacted  into  law.  One  major  provision  not  adopted, 
however,  would  have  increased  the  State's  financial  assistance  to  the 
junior  colleges  for  operating  expenses  and  provided,  for  the  first  time, 
funds  for  capital  outlay  expenditures.  Because  these  provisions  were  not 
enacted  into  law,  House  Resolution  No.  22  was  passed.  It  directed  the 
Assembly  Interim  Committee  on  Education  to  prepare  a  plan  for  in- 
creasing state  assistance  to  the  junior  colleges,  if  the  committee  found 
sufficient  justification  and  need. 

Following  this  directive,  the  subcommittee  held  two  hearings  on 
junior  college  financing.  On  June  13,  1960  the  subcommittee  held  a 
hearing  at  the  College  of  San  Mateo  and  on  September  26,  1960  at 
Fullerton  Junior  College. 

During  the  four  clays  of  interim  hearings,  this  subcommittee  heard 
from  53  witnesses  representing  teachers,  administrators,  board  mem- 
bers, businessmen,  financial  experts,  the  Department  of  Education,  the 
Department  of  Finance,  the  Legislative  Analyst,  and  numerous  educa- 
tional organizations  and  associations.  In  addition,  the  committee  staff 
has  conducted  numerous  surveys,  interviews,  and  independent  research 
projects. 

In  making  this  study,  the  subcommittee  has  looked  at  the  problem 
from  a  statewide  level  rather  than  from  an  individual  junior  college 
level.  Further,  the  subcommittee  has  viewed  the  junior  colleges  in  rela- 
tion to  other  levels  of  education  and  other  demands  made  upon  the 
financial  resources  of  the  State. 

As  far  as  this  subcommittee  has  been  able  to  determine  California's 
junior  colleges  are,  on  the  whole,  doing  a  remarkable  job.  They  have  an 
enormous  assignment  and  they  are  providing  excellent  educational  op- 
portunities. This  report  is  not  intended  to  be  overly  critical  of  the 
junior  colleges.  It  is  intended,  however,  to  point  out  certain  problems 
and  inadequacies,  and  to  recommend  several  proposed  changes.  All  such 
suggestions  are  made  in  the  spirit  of  constructive  criticism — but,  never- 
theless, they  are  deeply  held. 
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This  subcommittee  has  attempted  to  make  positive  recommendations. 
It  has  not  been  content  with  merely  sajang  no,  or  telling  others  to  pre- 
pare legislation,  or  suggesting  further  study. 

THE  REPORT 

The  junior  colleges  have  proven  an  elusive  and  difficult  segment  of 
education  to  assess.  At  the  moment  there  are  64  junior  colleges  main- 
tained by  57  different  districts.  Junior  colleges  are  governed  by  unified 
school  districts,  union  high  school  districts,  and  independent  junior 
college  districts.  The  quality  of  instruction  and  the  quantity  and  qual- 
ity of  programs  differ  from  junior  college  to  junior  college. 

The  public  junior  colleges  are  products  of  the  20th  century.  Until 
World  War  I  there  were  very  few  junior  colleges  in  the  United  States 
and  their  enrollments  were  quite  small.  The  heaviest  concentration  of 
junior  colleges  today  is  in  California.  The  next  closest  state  is  New 
York  with  42  junior  colleges.  California's  public  junior  colleges  enroll 
more  than  50  percent  of  the  entire  nation's  junior  college  students. 

In  1907,  legislation  was  passed  permitting  the  establishment  by  high 
school  governing  boards  of  postgraduate  programs  attached  to  the  high 
schools.  In  1910  the  Fresno  Board  of  Education  authorized  the  estab- 
lishment of  a  two-year  postgraduate  course  in  connection  with  Fresno 
High  School.  As  a  result,  Fresno  Junior  College  became  the  first  such 
institution  of  its  kind  in  the  State. 

Considerable  expansion  took  place  during  the  1920 's  and  by  1930 
there  were  35  junior  colleges  in  operation.  The  legislation  of  1907 
specified  that  junior  college  courses  should  closely  approximate  the 
courses  offered  in  the  first  two  years  at  the  university.  Junior  colleges 
at  that  time  concentrated  almost  exclusively  on  college  preparatory 
work. 

During  the  1930 's  the  first  great  change  came  in  the  junior  colleges: 
the  establishment  of  "terminal"  programs.  These  two-year  vocational 
programs  became  accepted  as  a  major  function  of  the  junior  colleges — 
and  one  unique  to  them. 

World  War  II  caused  another  great  change  to  take  place.  Thousands 
of  servicemen  returning  to  civilian  life  decided  to  attend  college.  Many 
of  these  men  could  not  meet  the  admission  requirements  of  the  state 
colleges  or  the  university ;  many  could  not  attend  full-time.  The  junior 
colleges  filled  this  gap  and  became  extremely  active  in  part-time  and 
adult  education  programs.  Thus,  an  entirely  new  dimension  was  added 
to  the  junior  college — that  of  serving  part-tim.e  and  adult  students. 
General  education,  adult  education,  and  counseling  became  additional 
functions  of  the  junior  colleges. 

Since  this  immediate  postwar  period  the  trend  in  junior  colleges  has 
continued  to  be  all-encompassing.  The  junior  colleges  now  offer  aca- 
demic work  for  transfer  to  institutions  of  high  education,  two-year  and 
one-year  vocational-technical  programs,  two-year  liberal  arts  or  general 
education  programs,  remedial  classes  in  high  school  subjects,  adult 
education  classes,  community  service  programs,  etc.  The  multipurposed 
junior  college  is  coming  to  be  known  as  the  "community  college"; 
numerous  institutions  are  changing  their  names  from  "junior  college" 
to  "city  college." 


SUBCOMMITTEE  ON  HIGHER  EDUCATION 


29 


From  the  brief  decription  above  it  is  apparent  that  the  purposes  and 
functions  of  the  junior  colleges  have  evolved  over  a  period  of  time  to 
meet  specific  needs  as  they  arose.  The  Legislature  recently  adopted 
Section  22651  to  the  Education  Code  which  specifically  states:  "Public 
junior  colleges  shall  offer  instruction  through  but  not  beyond  the  14th 
grade  level,  which  instruction  may  include,  but  shall_  not  be  limited  to, 
programs  in  one  or  more  of  the  following  categories:  (1)  standard 
collegiate  courses  for  transfer  to  higher  institutions;  (2)  vocational 
and  technical  fields  leading  to  employment;  and  (3)  general  or  liberal 
arts  courses.  Studies  in  these  fields  may  lead  to  the  associate  in  arts  or 
associate  in  science  degrees. " 

In  reality,  the  Legislature  simply  authorized  the  status  quo.  This  sub- 
committee does  not  believe  these  functions  are,  or  should  be,  con- 
sidered sacrosanct.  The  junior  colleges  are  considered  to  be  a  part  of 
California's  system  of  higher  education,  yet  they  are  also  considered 
to  be  a  part  of  the  State's  secondary  school  system.  They  are,  or  appear 
to  be,  an  amorphous  bridge  between  these  two  elements  of  education  m 
California. 

We  have  considered  the  preparation  of  a  recommendation  regarding 
the  State's  financial  assistance  to  the  junior  colleges  to  be  of  major 
importance.  In  order  to  determine  this,  however,  we  found  it  necessary 
to  inspect  various  aspects  of  the  junior  colleges  which  pertain  to 
whether  increased  assistance  should  be  given,  in  what  amounts  it  should 
be  given  and  to  whom  it  should  be  given. 

In  preparing  this  report  we  have  not  attempted  to  produce  formulas 
for  the  distribution  of  funds.  This  can  be  done  by  others  more  compe- 
tent than  ourselves.  We  feel  basic  issues  are  involved  and  basic  decisions 
must  be  made  to  serve  as  guidelines  for  any  proposed  legislation.  The 
subcommittee  feels  it  must  speak  plainly  and  bluntly  on  these  major 
issues  and  not  try  to  confuse  or  hide  them  behind  involved  and  compli- 
cated formularizations. 

In  arriving  at  our  recommendations,  we  have  tried  to  answer  the 
following  questions:  (1)  Do  the  junior  colleges  need  more  money"?  If 
so;  (2)  where  and  how  should  the  money  be  expended  in  order  to  make 
it  most  effective?  (3)  is  the  money  needed  immediately?  Should  it  be 
expended  for  operating  expenses,  or  capital  outlay,  or  both?  (4)  what 
types  of  students  do  we  wish  to  assist?  (5)  what  types  of  programs  do 
we  wish  to  support  ?  For  what  programs  should  we  increase  support  ? 

Do  the  Junior  Colleges  Need  More  Money? 

Let  us  look  for  a  moment  at  what  the  present  level  of  support  is  and 
how  it  came  about.  Legislation  in  1907  authorized  high  school  govern- 
ing boards  to  provide  postgraduate  courses.  It  was  not  until  1917, 
however,  that  legislation  permitted  the  establishment  of  junior  colleges 
in  only  those  high  school  districts  with  more  than  $3  million  in 
assessed  valuation.  Between  1907  and  1917  there  were  no  apportion- 
ments of  state  funds  for  junior  college  purposes.  In  1917,  $15  was 
apportioned  for  each  unit  of  a.d.a.  in  a  junior  college.  The  a.d.a.  of 
junior  college  students  was  measured  in  the  same  manner  as  for  high 
school  pupils. 
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Legislation  in  1921  anthorized  a  district  tax  for  junior  college  pur- 
poses. It  also  provided  for  the  payment  of  tuition  by  the  county  of 
residence  for  pupils  not  residing  in  a  district  maintaining  a  junior 
college.  This  legislation  also  supported  a  state  fund  for  junior  college 
education  derived  entirely  from  federal  funds  allocated  to  promote  the 
mining  of  coal  and  other  minerals  in  the  public  domain.  These  funds 
were  distributed  to  districts  maintaining  a  junior  college  at  the  rate 
of  $2,000  for  each  junior  college  plus  $100  per  a.d.a.,  on  the  condition 
that  at  least  the  same  amount  of  money  was  contributed  by  the  school 
districts. 

The  next  significant  act  occurred  in  1931,  when  legislation  was  en- 
acted which  provided  for  interdistrict  contracts  between  districts  main- 
taining junior  colleges  for  the  education  of  their  respective  students. 
It  also  required  the  State  Board  of  Education  to  approve  junior  college 
programs  before  the  college  was  eligible  for  state  support.  And  finally, 
it  established  a  mandatory  payment  of  tuition  for  pupils  not  residing 
in  a  district  maintaining  a  junior  college  through  the  establishment  of 
a  junior  college  tuition  fund. 

In  1935  the  method  of  measuring  a.d.a.  of  junior  college  students 
was  established  as  a  minimum  year  of  175  days  based  upon  15  hours 
of  attendance  per  week.  Not  more  than  one  a.d.a.  per  student  per  year 
could  be  counted.  The  maximum  tax  rate  for  junior  college  purposes 
was  established  in  1937.  Thirty-five  cents  was  set  as  the  maximum  tax 
rate  for  independent  junior  college  districts  and  the  limits  of  high 
school  and  unified  school  districts  maintaining  junior  colleges  was  in- 
creased 35  cents.  This  same  maximum  tax  rate  exists  today ! 

In  1945  provision  was  made  for  counting  the  attendance  of  junior 
college  students  in  summer  sessions  for  apportionment  purposes.  A.d.a. 
continued  to  be  measured  on  the  basis  of  one  a.d.a.  for  each  pupil,  with 
a  minimum  of  15  hours  of  attendance  per  week  for  the  year  required. 

The  Legislature,  in  1947,  established  the  concept  of  state  support 
based  on  a  foundation  program.  The  foundation  program  was  provided 
by  basic  state  aid,  contributions  by  the  district  in  accordance  with  its 
ability,  and  state  equalization  aid,  if  needed,  to  bring  the  district  to 
the  level  of  the  foundation  program.  The  plan  provided  for  the  appor- 
tionment of  $2,000  for  each  junior  college.  Ninety  dollars  per  a.d.a. 
was  apportioned  as  basic  state  aid.  Tlie  district  contributed  the  amount 
derived  from  levying  a  20-cent  tax  against  its  assessed  valuation.  If 
necessary,  state  equalization  aid  was  added  to  provide  the  $200  per 
a.d.a.  level  set  in  the  foundation  program. 

In  1949  the  Legislature  defined  a  unit  of  junior  college  a.d.a.  as  the 
total  number  of  hours  of  student  attendance  divided  by  525.  This  also 
meant  that  each  hour  of  required  attendance  in  educational  activities 
under  the  immediate  supervision  of  a  certificated  employee  was  credited 
for  apportionment  purposes. 

In  1953  separate  accounting  of  attendance  for  adults  was  required. 
Increases  in  basic  aid  and  in  the  foundation  program  also  were  voted 
during  this  year  and  again  in  1957.  In  1957  the  foundation  program 
was  set  at  $410  per  a.d.a.  Basic  state  aid  amounted  to  $125  and  a  dis- 
trict's contribution  was  equal  to  the  income  derived  from  levying  a 
33-cent  tax  rate  against  its  assessed  valuation.  The  unit  of  a.d.a.  was 
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Still  computed  by  dividing  the  hours  of  attendance  by  525.  This  is  still 
in  effect  today  and,  in  fact,  represents  the  attendance  of  a  student  tor 
three  hours  per  day,  five  days  a  week,  for  175  days  of  the  year 

The  1959  Legislature  increased  the  foundation  program  to  $4Z4  per 
a  d  a.  Basic  state  aid  remained  at  $125.  The  Legislature  also  aiithorized 
that  in  1961  the  foundation  program  would  be  increased  to  $495  per 
ad  a  with  a  district  contribution  equal  to  the  amount  of  24  cents 
multiplied  by  the  assessed  valuation  of  the  district.  Beginning  m 
1961  the  Legislature  has  also  provided  that  equalization  aid  can  only 
be  computed  on  the  basis  of  students  residing  in  the  district. 

This  then,  is  the  present  means  of  supporting  the  3nnior  colleges 
Several  other  aspects  of  financing  should  be  noted,  however.  One  ot 
these  is  the  percentage  of  the  State's  financial  support  for  the  oper- 
ating expenses  of  the  junior  colleges. 

The  following  table  shows  the  relationships  between  current  expense 
of  education  and  state  apportionments  for  independent  junior  college 
districts  during  the  past  five  years.  ^^^^^ 

state  Cur.  appor- 

Current  School  Fund  exp.  ^ion- 

^r.^                                :=ion       tioZ^nts  c:nt      A.d.a.  a'.d.a.  per  a.d.a. 

1954  55         28  016,741  11,147,713  39.8  68,174  410.96  163.52 

1955-56  31 642808  11 084  324  35.0  72,557  436.11  152.77 

1956  57  36  961761  11,323,132  30.6  77,909  474.42  145.34 

l95?-58  43,403  588  12  979 153  29.9  87,654  495.17  148.07 

1958-59  ::::::::  49:983:950    14:188,959    28.4    96,027    520.52    147.76 

This  shows  there  has  been  a  steady  decline  in  the  ratio  of  state 
support  from  39.8  percent  in  1954-55  to  28.4  percent  in  1958-59.  This 
table,  however,  represents  only  independent  junior  college  districts  and 
can  only  be  considered  as  indicative  of  a  general  level  of  support  for 
all  junior  colleges.  Many  large  junior  colleges  such  as  Long  Beach, 
San  Diego,  Fresno,  San  Francisco,  and  Sacramento  are  not  included  in 
the  figures  shown  above.  Adequate  statewide  figures  are  not  available 
because  unified  and  many  high  school  districts  do  not,  and  claim  they 
cannot,  separate  their  costs  of  education  for  each  level  of  education. 
A  reasonable  approximation  of  the  State's  percentage  oif  support  would 
probably  be  somewhere  between  29  and  32  percent. 

It  is  evident  that  the  State's  percentage  of  financial  support  for  the 
junior  colleges  has  been  progressively  declining.  There  is  no  evidence 
this  trend  will  be  reversed.  Indeed,  this  trend  will  undoubtedly  in- 
crease. Two  recommendations  of  the  Master  Plan  for  Higher  Education 
which  will  vitally  affect  the  junior  colleges  have  already  been  enacted 
by  the  Regents  of  the  University  and  the  State  Board  of  Education. 
The  first  of  these  is  that  admission  requirements  for  the  university  will 
be  raised  slightly  so  that  only  the  top  12^  percent  of  California's  high 
school  graduates  will  be  eligible  for  admission.  State  college  admission 
requirements  will  be  raised  so  that  only  the  top  33^  percent  of  the  high 
school  graduates  will  be  eligible  to  attend.  This  measure  will  go  into 
effect  in  the  fall  of  1962  and  should  divert  into  the  junior  colleges 
approximately  10,000  students  who  would  otherwise  have  gone  to  the 
university  or  a  state  college. 
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The  second  recommendation  is  that  by  1975  the  percentage  of  under- 
graduates in  the  lower  divisions  of  the  state  colleges  and  the  univer- 
sity be  decreased  10  percentage  points  below  that  existing  in  1960.  This 
recommendation  will  result  in  the  estimated  transfer  of  some  40,000 
lower  division  students  to  the  junior  colleges  by  1975.  The  respective 
governing  boards  are  to  determine  how  this  is  to  be  accomplished.  This 
subcommittee  knows  of  no  immediate  plans  to  enact  this  transfer.  Even 
without  the  transfer  of  these  students,  however,  enrollments  of  the 
junior  colleges  will  continue  to  increase  as  the  high  school  graduates 
continue  to  increase. 

The  State's  percentage  of  support  of  the  junior  colleges  should  also 
be  compared  with  other  levels  of  education  in  California.  In  1959-60 
almost  50  percent  of  the  funds  expended  for  the  current  operation  of 
public  schools  came  from  local  taxation,  47  percent  came  from  state 
sources,  and  3  percent  from  federal  funds.  Elementary  schools  received 
approximately  60  percent  of  their  operating  funds  from  the  State,  high 
schools  received  about  40  percent,  junior  colleges  received  28-32  per- 
cent. The  state  colleges  received  an  estimated  88  percent  of  their  oper- 
ating costs  from  the  State,  and  the  university  received  approximately 
66  percent  from  state  sources. 

Other  Sources  of  Income 

State  and  local  districts  are  not  the  only  sources  of  junior  college 
income.  Minimal  assistance  is  received  from  the  federal  government, 
community  service  ad  valorem  taxes  and  county  subventions.  One  source 
of  funds,  however,  that  is  not  minimal  is  the  tuition  received  by  junior 
colleges  for  students  residing  outside  their  district.  Education  Code 
Sections  20201-11  require  that  a  county  board  of  supervisors  levy  a 
special  tax  upon  all  taxable  property  in  the  county  not  situated  in  a 
school  district  maintaining  a  junior  college  in  order  to  defray  the  fol- 
lowing amounts  on  students  living  in  this  nondistrict  territory  but 
attending  a  junior  college : 

1.  The  total  current  expense  of  education,  exclusive  of  the  expense 
for  transportation  of  pupils,  during  the  next  preceding  fiscal  year  of 
all  junior  college  pupils  in  grades  13  and  14  residing  in  the  county 
and  not  in  any  school  district  maintaining  a  junior  college,  less  state 
and  federal  apportionments  received  during  the  next  preceding  fiscal 
year  for  such  pupils  in  grades  13  and  14. 

2.  The  actual  expense  of  transportation  of  such  pupils. 

3.  An  amount  equal  to  $300  per  unit  of  a.d.a.  of  such  pupils  during 
the  preceding  fiscal  year  for  the  use  of  buildings  and  equipment. 

"What  actually  happens  is  that  a  junior  college  reports  the  number 
of  students  residing  outside  its  district  to  the  county  superintendent 
of  schools  involved.  The  college  states  what  the  cost  of  a  unit  of  a.d.a. 
was  for  that  particular  year.  For  example,  the  average  cost  of  a  unit 
of  a.d.a.  during  1958-59  in  a  junior  college  was  $521.  If  the  college 
was  not  on  equalization,  it  received  $125  from  the  state.  The  nondistrict 
territory  of  the  county  then  owes  the  junior  college  $396  for  every  unit 
of  a.d.a.  based  on  students  coming  from  the  nondistrict  territory  of 
that  county.   In  addition,  the  nondistrict  territory  owes  the  junior 
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college  $300  for  the  use  of  its  facilities.  This  amount  may  be  used  only 
for  clipital  outlay  purposes.  For  one  uUit  of  a.d.a.  based  on  students 
from  nondistrict  territory  the  college  may  collect  as  much  as  $820. 
Many  junior  colleges  have  large  numbers  of  out-of-district  students, 
particularly  in  eA^ening  classes.  . 

Out-of-district  tuition  has  become  a  highly  lucrative  source  of  income. 
One  junior  college  in  Southern  California,  for  example,  had  a  1958-59 
budget  of  $2,731,367,  excluding  capital  outlay.  The  college  received 
$1,752,841  from  state  and  federal  sources.  The  college  collected  over 
half  a'  million  dollars  from  out-of-district  tuition.  The  local  district 
only  had  to  contribute  $426,291  to  the  operation  of  their  junior  college. 

Another  junior  college  collected  $798,502.51  from  state  and  federal 
sources  and  $262,136.25  from  out-of-district  tuition.  The  total  budget 
of  the  college  was  $2,022,104.  This  meant  that  the  district  had  to  contri- 
bute $961,466  from  local  tax  sources,  which  is  less  than  half  the  cost  of 
operations  Had  the  district  taxed  the  maximum  35  cents  they  would 
have  collected  a  total  of  $2,282,876  and  for  the  year  1958-59  would 
have  had  a  surplus  of  $1,321,410.  In  addition  the  college  collected 
$366,078  for  capital  outlay  expenses  on  out-of-district  students. 

The  third  example  is  a  Northern  California  jrmior  college  whose 
budo-et  was  $1,409,369.  State  and  federal  apportionments  amounted  to 
$625,285;  out-of-district  tuition  was  $425,437;  the  district's  contribu- 
tion was  $358,647.  In  addition  the  district  received  $558,679  m  capital 
outlay  funds  from  out-of-district  students.  Had  this  junior  college 
district  assessed  the  full  35-cent  tax  for  the  use  of  the  junior  college, 
they  would  have  had  a  surplus  of  $401,856. 

WHERE  AND  HOW  SHOULD  ADDITIONAL  MONEY  BE  EXPENDED? 

During  the  past  several  years  numerous  proposals  have  been  before 
the  Legislature  to  provide  increased  assistance  to  junior  colleges  for 
both  operating  expenses  and  capital  outlay.  These  measures  have  con- 
sistentlv  failed  for  financial  reasons. 

Junior  colleges  have  never  received  state  assistance  for  capital  outlay 
costs  Junior  colleges  have  been  built  almost  exclusively  through  local 
district  taxation.  Witnesses  consistently  told  this  subcommittee  that 
state  assistance  for  junior  college  capital  outlay  was  badly  needed.  Yet, 
this  subcommittee  received  only  two  concrete  proposals  as  to  how  this 
might  be  accomplished. 

One  proposal  would  provide  annual  grants  for  capital  outlay  pur- 
poses to  districts  maintaining  junior  colleges.  These  grants  would  be 
based  on  the  foundation  program  concept  now  used  for  operating  ex- 
pense apiDortionment.  This  proposal  is  virtually  the  same_  one  con- 
tained in^Assemblv  Bill  79  introduced  during  the  1960  session  of  the 
legislature.  It  would  cost  approximately  five  and  a  half  million  dollars 
per  year  and  the  cost  would  increase  as  enrollments  increase. 

The  other  proposal  would  establish  a  state,  interest-free,  loan  fund 
available  to  junior  colleges  on  a  priority  basis  of  greatest  need.  This 
proposal  is  almost  identical  to  Assembly  Bill  40  and  Senate  Bill  12  in- 
troduced during  the  1960  legislative  session.  At  that  time  the  cost  ot 
this  program  was  estimated  at  a  minimum  of  30  million  dollars  over  a 
three-year  period. 
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Neither  of  tliese  proposals  are  new  or  offer  anything  different  than 
what  has  been  presented  to,  and  considered  by,  the  Legislature  previ- 
ously. The  loan  fund  concept,  while  good  in  theory,  is  not  financially 
practical.  This  subcommittee  simply  fails  to  see  where  it  could  obtain 
ten  million  dollars  from  the  State 's  general  fund  each  year  for  the  next 
three  years.  Junior  colleges  are,  incidentally,  eligible  to  apply  to  the 
State  Allocations  Board  for  assistance  if  they  qualify  as  an  impover- 
ished school  district.  To  our  knowledge  no  junior  college  has  applied  for 
such  aid. 

The  proposal  for  distributing  capital  outlay  funds  on  the  basis  of 
the  foundation  program  is  not  viewed  with  enthusiasm  by  this  sub- 
committee. The  proposal  presented  by  t|ie  State  Department  of  Edu- 
cationis  so  complex  and  confused  that  even  after  intensive  study  we 
are  still  not  able  to  ascertain  exactly  how  this  plan  would  operate. 
We  fail  to  comprehend  why  a  less  complicated  and  a  more  easily  under- 
stood basis  for  distributing  such  funds  cannot  be  prepared.  Many  ques- 
tions exist  in  our  minds  regarding  this  proposal.  For  example:  Do 
we  wish  to  give  aid  to  all  districts  regardless  of  their  wealth  or  their 
past  efforts  ?  Are  we  getting  enough  aid  to  those  colleges  badly  in  need 
of  such  assistance  so  that  the  aid  is  really  effective?  Are  we  not  en- 
couraging the  formation  of  new  junior  colleges  without  adequate  tax 
lasesf 

Neither  of  these  proposals  satisfactorily  meets  the  problems  in  an 
effective  nor  realistic  method.  The  subcommittee  realizes  it  has  not 
heard  sufficient  testimony  or  proposals  on  this  matter.  However,  other 
organizations  claiming  to  be  vitally  interested  in  this  subject  have  not 
placed  any  other  concrete  proposals  before  the  subcommittee  for  its 
consideration.  Therefore,  we  cannot  make  a  positive,  reasonable,  or 
justifiable  recommendation  regarding  this  matter  at  this  time.  In  so 
doing  we  do  not  indicate  that  we  feel  there  is  equity  in  the  present 
situation,  because  v^^e  realize  the  state  colleges  and  the  University  re- 
ceive almost  all  of  their  capital  outlay  costs  from  state  sources. 

Only  82  percent  of  the  State's  support  of  the  junior  colleges  for 
operating  expenses  is  apportioned  as  basic  aid  and  18  percent  is  appor- 
tioned as  equalization  aid.  Elementary  schools  receive  30  percent  of 
their  apportionment  through  equalization  and  23  percent  of  the  appor- 
tionment for  high  schools  is  equalization.  Since  there  is  a  high  degree 
of  wealth  in  terms  of  assessed  valuation  per  junior  college  average 
daily  attendance  in  most  districts  any  increase  in  state  support  prob- 
ably should  be  apportioned  on  an  equalization  basis  rather  than  on 
the  basis  of  an  across-the-board  increase.  Bills  before  the  last  session 
of  the  Legislature  which  would  have  given  a  flat  $35  increase  per 
a.d.a.  are,  therefore,  not  recommended  for  passage. 

This  subcommittee  has  spent  a  great  deal  of  time  in  determining 
where  present  funds  of  the  junior  colleges  are  being  expended.  The 
law  provides  that  a  junior  college  district  may  levy  a  maximum  tax  of 
35  cents  for  the  operating  expenses  of  the  junior  college;  high  school 
districts  maintaining  a  junior  college  are  permitted  to  levy  $1.10;  and 
unified  school  districts  are  permitted  to  levy  a  maximum  tax  of  $2. 
If  unified  districts  did  not  maintain  a  junior  college  they  would  be 
permitted  to  levy  only  a  maximum  tax  of  $1.65.  It  had  been  this  sub- 
committee's understanding  that   districts  levying  the  maximum  tax 
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would  be  expending  the  amount  raised  by  a  35-cent  tax  on  their  junior 
colleg-e.  This  is  not  the  case  we  have  discovered.  On  the  following 
pages  are  the  results  of  a  committee  staff  survey  which  was  taken 
regarding  the  1958-59  current  operating  expenses  of  all  junior  colleges. 
The  information  contained  has  been  supplied  by  the  superintendents 
of  the  districts  involved  unless  otherwise  noted.  Figures  do  not  include 
capital  outlay  costs. 

JUNIOR   COLLEGES   MAINTAINED   BY   UNIFIED   SCHOOL    DISTRICTS 
FISCAL   YEAR    1953-59,   EXCIUDING   CAPITAL   OUTLAY 

Fresno  City  College 

A.d.a.    2,704 

Assessed  valuation $201,741,730.00 

Tax  rate 2.0534 

Revenues    1,417,501.88 

Expenditures   1,325,573.87 

Surplus  (Not  earmarked  for  junior  college  purposes.) 91,928.01 

Out-of-district   capital   outlay   revenue)    Earmarked   for   junior 

college  purposes.)   239,799.00 

GlencSale  College 
A.d.a.    3,973 

Assessed  valuation $219,477,710.00 

Tax  rate 2.5793 

Revenues    1,701,235.00 

Expenditures   1,500,017.00 

Surplus   (Not  earmarked  for  junior  college  purposes.) 201,218.00 

Out-of-district   capital   outlay    revenue    (Earmarked    for   junior 

college  purposes.)   180,275.00 

Comment:  Glendale  is  on  a  50  cents  tax  override.  The  superintendent  stated  :  "We 
have  pro-rated  this  aspect  of  revenue  by  increasing  the  35  cents  legal  limit  for 
junior  colleges  l)y  25  percent."'  This  would  account  for  the  large  surplus.  However, 
the  amount  raised  on  only  a  35  percent  tax  would  be :  $1,488,892.  This  is  just 
$11,125  less  than  expenditures. 

Long  Beach  City  College 

A.d.a.    8,309 

Assessed  valuation $676,457,570.00 

Tax  rate 2.7622 

Revenues    - 3,750,013.49* 

Expenditures  3,780,762.00 

Deficit 30,749.00 

Out-of-district  capital  outlay  revenue  (Not  earmarked  for  junior 

college  purposes.)   210,705.00 

Oakland  City  College 

A.d.a.    5,650 

Assessed  valuation $.'J95,S07,873.00 

Tax  rate 2.81 

Revenues    3,531,600.00 

Expenditures 3,016,611.00 

Surplus   (Not  earmarked  for  junior  college  purposes.) 514,986.00 

Out-of-district   capital   outlay    revenue    (Earmarked   for   junior 

college  purposes.)   471,009.00 

*  These  schools  did  not  submit  the  amount  of  money  raised  by  local  district  taxes.   In  these  cases,   we  have 
simply  taken  35  cents  against  the  assessed  valuation  and  added  it  to  their  figures. 
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Palo  Verde  College 

A.d.a.    247 

Assessed  valuation $27,063,590.00' 

Tax  rate 2.5570 

Revenues    127,357.56* 

Expenditures 125!o00.00 

Surplus   (Not  earmarked  for  junior  college  purposes.)    :  2,357.56 

Out-of-district  capital  outlay  revenue  (Not  earmarked  for  junior 

college  purposes.) 1,760.00 

Comment:  The  operating  costs  and  revenues  attributable  to  the  college  are  estimates 
by  the  superintendent.  Complete  and  separate  accounts  are  not  maintained  by 
the  district. 

Sacramento  City  College 

A.d.a. X 4,120 

Assessed  valuation $278,731,570.00 

Tax  rate 3.01 

Revenues 2,112,338.10 

p]xpenditures 2,071,744.88 

Surplus 40,593.12 

Out-of-district  capital  outlay  revenue  (Not  earmarked  for  junior 

college  purposes.) 279,624.45 

Commeni:  The  superintendent  indicated  that  $808,411.38  was  raised  from  local 
taxes  ;  35  cents  times  the  assessed  valuation  however  would  show  approximately 
$975,560.49  being  raised  locally.  If  this  figure  were  used  the  surplus  of  the  district 
would  have  been  :  $207,742.33.  Sacramento  is  also  on  an  override  tax. 

San  Jose  City  College 

A.d.a.    J 3  724 

Assessed  valuation $235,352,400.00 

Tax  rate 2.8150 

Revenues    1,874,455.54* 

Expenditures 1.409.369.10 

Surplus  (Not  earmarked  for  junior  college  purposes.) 465,086.44 

Out-of-district  capital  outlay  revenue  (Not  earmarked  for  junior 

college  purposes.) 558,679.00 

San  Diego  Junior  College 

A.d.a.    5,650 

Assessed  valuation $717,701,990.00 

Tax  rate 2.6202 

Revenues    __ 3,572,595.72* 

Expenditures 2,022,104.74 

Surplus  (Not  earmarked  for  junior  college  purposes.) 1,550,490.98 

Out-of-district  capital  outlay  revenue  (Not  earmarked  for  junior 

college  purposes.) 366,078.00 

San  Francisco  City  College 

A.d.a. (3244 

Assessed   valuation __ $1,364,906,083.00 

Tax  rate  1  8256 

Revenues 4,392,799.77 

Expenditures    3,609,151.55 

Surplus   (Not  earmarked  for  junior  college  purposes.) 783,648.22 

Out-of-district   capital   outlay    revenue    (Unable    to    determine 
whether  funds  are  earmarked  for  junior  college  purposes  or 

not.)     98,404.80 

Comment:  San  Francisco  is  taxing  under  the  $2  maximum  authorized  by  law  for 
a  unified  school  district  maintaining  a  junior  college.  Had  the  full  35-cent  tax 
been  levied  the  surplus  would  have  been   approximately   $2,208,553.97. 

*  These  schools  did  not  submit  the  amount  of  money  rcaised  by  local  district  taxes.  In  these  cases,  we  Iiave 
simply  taken  35  cents  against  the  assessed  valuation  and  added  it  to  their  figures. 
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Santa  Monica  City  College 

A.d.a. 6,575 

Assessed  valuation $225,294,250.00 

Tax  rate 2.0393 

Revenues    -IIIIIIIIIIIIIIIIIIIH-I-I 3,093,605.87* 

Expenditures 2,731,367.00 

Surplus   (Not  earmarked  for  junior  college  purposes.) 362,238.87 

Out-of-district  capital  outlay  revenue  (Not  earmarked  for  junior 

college  purposes.)   8,853.00 

Stockton  College 

A.d.a. 2.000 

Assessed  valuation $169,065,980.00^ 

Tax  rate ■ 2.0100 

Revenues  "::::::::::::::iii-i__"i"i i-2»s,427.io 

Expenditures  l,338,200.6o 

Deficit 39,773.;jo 

Out-of-district   capital   outlay    revenue    (Earmarked   for   junior 

college  purposes.)    _0.),41;».i4 

Vallejo  Junior  College 

A.d.a.    — 1.358 

Assessed  valuation $60,395,040.00 

Tax  rate '^-^^ 

Revenues    ($517,573)    456,514.00 

Expenditures     483,923.00 

Deficit    (Surplus— $61,059)    27,409.00 

Out-of-district  capital  outlay  revenue  (Not  earmarked  for  junior 

college  purposes.)   "^^'^ — ^^ 

Comment:  The  figures  in  parentheses  above  are  those  of  the  staff  who  could  not 
arrive  at  the  same  figures  as  those  submitted  by  the  superintendent.  Our  revenue 
figure  of  $517,573  is  based  solely  on  the  total  state  apportionment  plus  35  cents 
levied  on  the  district's  assessed  valuation.  This  figure  does  not  include  out-of- 
district  tuition,  county  subventions,  federal  aid.  etc.  Nonetheless,  we  an-ive  at  a 
$61,059  surplus  compared  to  the  submitted  deficit  figure  of  $27,409. 

JUNIOR   COLLEGES   MAINTAINED   BY    UNION    HIGH   SCKCCL    DIST)i!CTS 
FISCAL   YEAR    195e-59,   EXCLUDING    CAPITAL   OUTLAY 
Antelope  Valley  College 

A.d.a.    1,026 

Assessed  valuation $157,994,570.00 

Tax   rate   1.1270 

Revenues    ($681,230.99)    596,422.00 

Expenditures   607,084.00 

Deficit    (Surplus— $74,146.99)    10,662.00 

Out-of-district    capital   outlay    revenue    (Earmarked   for   junior 

college  purposes.) — 6,669.00 

Comment:  The  figures  in  parentheses  above  are  those  of  the  staff  who  could  not 
arrive  at  the  same  figures  as  those  submitted  by  the  superintendent.  Our  revenue 
figure  of  $681,230.99  is  based  solely  on  the  total  state  apportionment  plus  35  cents 
levied  on  the  district's  assessed  valuation.  This  figure  does  not  include  out-of- 
district  tuition,  county  subventions,  federal  aid,  etc.  Nonetheless,  v\^e  arrive  at  a 
$74,146.99  surplus  compared  to  the  submitted  deficit  figure  of  $10,662. 

Bakersfield  College 

A.d.a.    3.1S4 

Assessed  valuation $474,169,370.00 

Tax  rate — 1.6258 

Revenues    2,271,583.00t 

Expenditures  1,847,782.00 

Surplus   (Not  earmarked  for  junior  college  purposes.)    423,801.00 

Out-of-district   capital   outlay   revenue    (Earmarked    for   junior 

college  purposes.) 58,350.00 

*  These  schools  did  not  suljnilt  the  amount  of  money  raised  by  local  district  taxes.  In  these  cases,  we  have 
simply  taken  35  cents  against  the  assessed  valuation  and  added  it  to  tlieir  figures. 

t  These  schools  are  operating  on  override  taxes.  How  much  of  this  override  is  attributable  to  the  junior 
college  and  how  much  to  the  high  school  is  difficult  to  determine. 
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Citrus  Junior  College  (Azusa) 

A.d.a.    -^  203 

Assessed  valuation $82,888.16abo 

Tax  rate 1  4804 

Revenue    589,455.63 

Expenditures   674,415.87 

Deficit  (Covered  by  a  1955  tax  override.) 84,960.24 

Out-of-district   capital   outlay   revenue    (Earmarked   for   junior 

college  purposes.)   88,908.00 

Coalinga  College 


A.d.a. 


540 


Assessed  valuation $164,996,500.00 


Tax   rate 

Revenue   "^ 


0.97 
611,781.22  * 


Expenditures 503,077.14 

Surplus   (not  earmarked  for  junior  college  purposes) 108,704.08 

Out-of-district  capital  outlay  revenue   (earmarked  for  junior 

college  purposes)    49,800.00 

Comment:  In  submitting  the  revenue  figures,  the  superintendent  said  that  he  could 
only  list  actual  junior  college  revenues  as  follows:  $64,680  in  state  a.d.a.  and 
$184,108.22  in  out-of-district  tuition.  The  entire  district  revenue  amounted  to 
$2,184,387.90;  however,  local  funds  are  not  broken  down  by  level  of  education. 
The  superintendent  further  stated :  "Since  our  tax  rate  for  the  1958-59  year  was 
$0,976,  I  suppose  it  could  be  said  that  the  difference  between  that  rate'  and  the 
75  cents  permitted  by  law  for  high  school  operation  could  be  interpreted  as 
revenues  for  maintaining  a  junior  college.  This,  however,  would  not  be  actually 
true  since  a  75-cent  tax  rate  would  not  have  been  levied  to  maintain  the  high 
school  in  1958-59."  For  lack  of  better  figures,  however,  the  committee  staff  has 
used  22  cents  to  determine  the  local  district  tax. 

Impericil  Valley  College 

A.d.a.    338 

Assessed  valuation $28,832,097.00 

Tax    rate   1.1260 

Revenue   196,64o!oO 

Expenditures 171,878.00 

Surplus    (not  earmarked  for  junior  college  purposes) 24,762.(X) 

Out-of-district  capital  outlay  revenue   (not  earmarked  for 

junior  college  purposes) 43,650.00 

Lassen  Junior  College 

Comment:  The  superintendent  was  unable  to  provide  the  information  requested  be- 
cause they  do  not  separate  their  figures  since  the  junior  college  is  combined  with 
the  high  school. 

Monterey  Peninsula  College 

A.d.a.    1,619 

Assessed  valuation $55,645,335.00 

Tax   rate   1  83 

Revenues    1,.305.986.91  * 

Expenditures  1,070,076.95 

Surplus    (earmarked  for  junior  college  purposes) 235,909.96 

Out-of-district  capital  outlay  revenue   (earmarked  for  junior 

college  purposes)    218,205.00 

Napa  College 

Comment:  Napa  College  submitted  only  expenditures.  They  did  not  submit  revenue 
figures. 

*  These  schools   are   operating   on   override   taxes.    How   much   of   this   override   is   attributahle   to   the   junior 
college  and  liow  much  to  the  high  school  is  difficult  to  determine. 
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Oceanside-Carlsbad  College 

A.d.a.    .^      „         662 

Assessed  valuation $53,870,930.00 

Tax  rate 1.1193 

Revenues    299,634.00 

Expenditures  299,634.00 

Surplus ^o^e 

Out-of-district  capital  outlay  revenue    (not  earmarked  for 

junior    college    purposes) 8,640.00 

Porterville  College 

A.d.a.    ^           415 

Assessed  valuation $56,721,245.00 

Tax  rate 1-98 

Revenues    275,373.26  * 

Expenditures 275,371.53 

Surplus l-'^3 

Out-of-district  capital  outlay  revenue    (earmarked  for  junior 

college  purposes)    12,528.00 

Reedie/  College 

A.d.a.    1,287 

Assessed  valuation $24,582,020.00 

Tax  rate 1-62 

Revenues    658,970.00  * 

Expenditures 660,548.00 

Deficit 1,578.00 

Out-of-district  capital  outlay  revenue   (earmarked  for  junior 

college  purposes)    171,984.00 

San  Benito  College 

A.d.a.    134 

Assessed  valuation $43,263,530.00 

Tax  rate l-H 

Revenues    200,574.03 

Expenditures 141,732.38 

Surplus   (not  earmarked  for  junior  college  purposes) 58,841.65 

Out-of-district  capital  outlay  revenue   (not  earmarked  for 

junior  college  purposes) 3,258.00 

Santa  Barbara  Junior  College 

A.d.a.    1.256 

Assessed  valuation $146,853,700.00 

Tax   rate   1-42 

Revenues    646,489.00  * 

Expenditures 447,884.00 

Surplus    (not  earmarked  for  junior  college  purposes) 198,605.00 

Out-of-district  capital  outlay  revenue   (earmarked  for  junior 

college  purposes)    21,712.00 

Shasta  College 

A.d.a.    ^1.257 

Assessed  valuation $79,043,788.00 

Tax  rate 1-12 

Revenues    744,040.24 

Expenditures 638,298.48 

Surplus   (not  earmarked  for  junior  college  purposes) 105,741.76 

Out-of-district  capital  outlay  revenue  (not  earmarked  for  junior 

college  purposes)    106,897.00 

*  These  schools   are   operating   on   override   taxes.   How   much  of   this   override  is   attributable   to   the   junior 
college  and  how  much  to  the  high  school  is  difficult  to  determine. 
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Taft  College 

A.d.a.    :_—--- 514 

Assessed  valuation $122,203,670.00 

Tax  rate 2  1245 

Revenues    534,945.'l2 

Expenditures 545,204.01 

Deficit _  10,258.89 

Out-of-district  capital  outlay  revenue   (not  earmarked  for 

junior  college  purposes) 11,928.30 

Commeni:  When  providing  the  above  information  the  superintendent  stated:  "The 
adult  education  program  is  associated  with  the  college  program  as  an  extended 
day  program  as  well  as  an  evening  program,  therefore,  the  costs  of  the  adult 
education  and  extended  program  have  been  included  in  the  13th  and  14th  years." 

Ventura  College  \ 

A.d.a.    -— 2,197 

Assessed  valuation $209,974,350.00 


Tax  rate 


1.10 


Revenues    1,582,34£.00 

Expenditures 1,445,419.01 

Surplus    (earmarked  for  junior  college  purposes) 136,922.99 

Out-of-district  capital  outlay  revenue   (not  earmarked  for 

junior  college  purposes) 326,346.00 

JUNIOR   COLLEGES   MAINTAINED   BY   JUNIOR   COLLEGE   SCHOOL  DISTRICTS 
FISCAL    YEAR    1958-59,   EXCLUDING   CAPITAL   OUTLAY 
American  River  Junior  College 

A.d.a. _ 1J70 

Assessed  valuation $170,633,850.00 

Tax  rate   (includes  18-cent  bond  redemption) 0  58 

Revenues    974  gyggo 

Expenditures 1,010,'296;37 

Deficit 35  316.75 

Out-of-district  capital  outlay  revenue 9'343.'26 

Cerritos  Junior  College 


A.d.a. 


955 


Assessed  valuation $180,305,870.00 

Tax   rate   0  42 

Revenues    879,33o!oO 

Expenditures 861,145.00 

Surplus 18,'l85!00 

Out-of-district  capital  outlay  revenue 30,966.00 

ChaflFey  College 

A.d.a.    2  947 

Assessed  valuation $220,829,64o"oO 

Tax   rate   0  3^ 

Revenues    : 1,324,775!83 

Expenditures 4^268  152  32 

Surplus  ___ 56,623.51 

Out-of-district  capital  outlay  revenue 116  365.80 

Compton  College 


A.d.a. 


2,993 


Assessed  valuation $229,563,660.00 

Tax  rate 0  37 

Revenues    1,499,111.00 

Expenditures  1,536,492.00 

Deficit 37,381.00 

Out-of-district  capital  outlay  revenue 82,683.00 
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Contra  Costa  District  (Composed  of  Contra  Costa 
College  and  Mt.  Diablo  Valley  College) 

A.d.a.    4,045 

Assessed  valuation $741,457,110.00 

Tax  rate m^'ot 

Revenues    ^'"^^'^  I'^^ 

Expenditures 2,264,802.93 

Surplus     1,020,124.30 

Out-of-district  capital  outlay  revenue 83,067.00 

Comment:  All  financial  records  are  kept  on  a  districtwide  basis,  thus  it  was  impos- 
sible to  provide  data  for  each  college  separately. 

El  Camino  College 

Ada.    ^'^^'^ 

Assessed  valuation $679,289,530.00 

Tax  rate   (Includes  bond  redemption) 0-5''' 

Revenues    3,485,693.00 

Expenditures 3,138,63  i  .00 

Surplus     ^^I'^^a^ 

Out-of-district  capital  outlay  revenue 5,439.00 

Foothill  Junior  College 

FIRST  YEAR  OF  OPERATION.  COMPLETE  FIGURES 
NOT  AVAILABLE 

Fullerton  Junior  College 

A.d.a.    J'143 

Assessed  valuation $181,823,750.00 

Tax  rate   (Includes  14-cent  bond  redemption) O.od 

Revenues    ?'2n"S|72 

Expenditures ^  'oAonQAA- 

Surplus     ???'Sos 

Out-of-district  capital  outlay  revenue o<i,iiuu.uo 

Allan  Hancock  College  (Santa  Maria  Jt.  J.  C.  District) 

Ada      60^ 

Assessed'vafuaTion":::::::: $121,500,000.00 

Revenue's          i::::::::::::::::::::::"::::::"!"--  489,487:o7 

Expenditures 20049147 

Surplus     oi^^inA 

Out-of-district  capital  outlay  revenue 24,(4i.uu 


Hartnell  College 

Assessed  valuation $209,013,840.00 


1,357 


Tax  rate 


0.35 


Revenues  "IIII-I 1,128,951.98 

Expenditures o«a?q-q- 

y^rplus 260,597.9o 

Out-of-district  capital  outlay  revenue 117,809.10 

Los  Angeles  Junior  College  District 

A.d.a.    •'^2,897 

Assessed   valuation    $5,539,904,200.00 

Tax  rate ^  „-!^'^„ 

Revenues    ^^'^3^fJt 

Expenditures 1 '  ,489,06^.  <2 

Deficit 170,211.26 

Out-of-district  capital  outlay  revenue 960,708.00 

College  of  Marin  _ 

FAILED  TO  ANSWER  QUESTIONNAIRE 
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Modesto  Junior  College 

A.d.a.    3  3J2 

Assessed  valuation $103,713,140.00 

Tax  I'ate  (Includes  8-cent  bond  redemption) 0.51 

Revenue   ]  ,788,824.14 

Expenditures 1,759,995.68 

Surplus ^  28,828.46 

Out-of-district  capital  outlay  revenue 426,294.00 

Mount  San  Antonio  College 

A.d.a. 3^642 

Assessed  valuation $359,253,450.00 

Tax  rate 0.41 

Revenues    2.299,638.00 

Expenditures \ 2,107,530.00 

Surplus __  192,108.00 

Out-of-district  capital  outlay  revenue 333,894.00 

Orange  Coast  College 

A.d.a.    34S0 

Assessed  valuation $266,672,550.00 

Tax  rate 0.37 

Revenues    1,729,534.12 

Expenditures 1,514,213.77 

Surplus '215!32o!35 

Out-of-district  capital  outlay  revenue 343,014.00 

Palomar  College  (Northern  San  Diego  City  Junior  College  District) 

A.d.a.    : 795 

Assessed  valuation $98,753,500.00 

Tax  rate 0.359 

Revenues    537,181.00 

Expenditures 494,079.00 

Surplus 43,102.00 

Out-of-district  capital  outlay  revenue 23,324.00 

Pasadena  City  College 

A.d.a.    9,081 

Assessed  valuation $387,557,610.00 

Tax  rate 0.34 

Revenues    4,073,365.40 

Expenditures 4.315  310.12 

Deficit     241  945.72 

Out-of-district  capital  outlay  revenue— 825,405.00 

Riverside  City  College 

A.d.a.    2,282 

Assessed  valuation $199,515,500.00 

Tax  rate 0.41 

Revenues    1,150,006.38 

Expenditures 1,071 ,045.09 

Surplus 78,960.69 

Out-of-district  capital  outlay  revenue 52,000.00 

San  Bernardino  Valley  College 

A.d.a.    3,414 

Assessed  valuation $243,424,580.00 

Tax  rate 0.88 

Revenues    1,636,175.00 

Expenditures 1,692,724.00 

Deficit     '  56'549.00 

Out-of-district  capital  outlay  revenue 204,404.00 
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College  of  San  Mateo 

A.d.a.    -— -i-^'^f! 

Assessed  valuation $344,490,J)7!>.()0 

Tax  rate *•■•"> 

Revenues    2,32r,,(J47.S7 

Expenditures 2,131 ,276.91 

Surplus 19.-|,370.90 

Out-of-district  capital  outlay  revenue 406,117.70 

Santa  Ana  College 

A.d.a.    'i'^'>"> 

As.sessed  valuation $122,1 62,920.00 

Tax  rate ^^■''^'* 

Revenues    8r,.'i,409.89 

Expenditures 871,800.28 

Deficit     18,.39().r;9 

Out-of-district  capital  outlay  revenue 143,192.70 

Santa  Rosa  Junior  College 

A.d.a.    2,122 

Assessed  valuation $118,801,190.00 


Tax  rate 


0.40 


Revenues    1  '1 66,.)9.).00 

Expenditures 1,17.".,728.00 

Deficit     '?.!  '■'•''■^^^ 

Out-of-district  capital  outlay  revenue 221,912.00 

College  of  the  Sequoias 

A.d.a.    1  '^24 

Assessed  valuation $1;;7,400,6].>.00 

Tax  rate ^^■^■'' 

Revenues    9r,9,370.0<) 

Expenditures 822.092.83 

Surplus ■'■:J'^I'^-'''^ 

Out-of-district  capital  outlay  revenue 102,630.00 

Sierra  College 

Ad.a.    ''''^ 

Assessed  valuation $109,1 38,6!X).00 

T'nv   rnfp O.oi 

s,^,7uf"!L:::::::;::::::::::::::;:::::::::::::;:::::::     t^f^p] 

Out-of-district  capital  outlay  revenue 64,373.03 

College  of  the  Siskiyous 

Comment:   College   of  the    Sisl<iyous   offered   only   an    evening   program    in    1958-.^>9. 
Day  classes  began  in  1959-60. 

Yuba  College 

A  d  a.    '''2-j'J' 

Assessed  valuation $50,044,ir,n.0() 

Tax  rate P'^} 

Revenues    711,747.1 8 

Expenditures 712,817.22 

Deficit     ^    1/J70.04 

Out-of-district  capital  outlay  revenue 210,644.90 

The  subcommittee  was  shocked  to  learn  that  money  received  from 
a  junior  college  tax  was  being  used  to  support  other  levels  of  educa- 
tion in  unified  and  union  high  school  districts.  It  is  now  apparent  they 
are  not  utilizing  their  full  resources  to  operate  their  junior  college,  but 
instead  are  using  this  money  to  run  their  high  schools  and  elementary 
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schools.  Although  this  is  legally  permissible  and  is  considered  one  of 
the  advantages  of  a  unified  school  district,  this  subcommittee  does  not 
feel  it  is  morally  right  for  a  school  district  to  levy  the  maximum  35-cent 
tax  for  its  junior  college  and  use  only  the  equivalent  of  a  22-cent  or 
24-cent  tax.  How  such  a  unified  school  district  can  come  before  the 
Legislature  and  plead  that  it  needs  more  money  to  operate  its  junior 
college  is  difficult  to  understand  or  believe.  The  methods  used  by 
many  unified  and  high  school  districts  described  above  hardly  allows 
the  Legislature  to  determine  which  segments  of  education  are  really 
in  need  of  increased  assistance  and  which  ones  are  not.  If  more  money 
is  needed  to  operate  elementary  schools  and  high  schools  then  dis- 
tricts should  come  to  the  Legislature  ^nd  state  this  fact,  but  they 
should  not  come  to  the  Legislature  and  ask  for  more  money  for  the 
junior  college  so  that  they  can  continue  to  use  local  money  originally 
taxed  for  the  junior  college  to  operate  their  high  school. 

Most  unified  and  many  high  school  districts  maintaining  junior  col- 
leges told  this  subcommittee  that  they  do  not  maintain  separate  ac- 
counts nor  bookkeeping  procedures  for  the  junior  colleges.  Without 
this  type  of  accounting  it  becomes  very  difficult  for  the  Legislature  to 
determine  exactly  how  much  money  is  needed  for  the  junior  college 
in  these  districts.  In  some  cases  these  districts  have  come  before  this 
subcommittee  and  stated  that  they  were  on  override  taxes  and  thus 
were  utilizing  more  than  their  local  resources  should  bear.  However, 
when  the  subcommittee  looked  closely  at  these  figures  they  discovered 
that  less  than  the  35-cent  tax  was  being  used  on  behalf  of  the  junior 
college.  An  override  tax  which  is  being  used  for  elementary  and  high 
school  programs  should  not  be  prorated  to  junior  colleges.  Although 
the  law  does  not  specifically  require  unified  and  high  school  districts 
to  spend  the  full  35  cents  on  their  junior  college  we  feel  the  intent  of 
the  legislation  is  clear  because  without  having  a  junior  college  they 
could  not  have  levied  a  35-cent  tax  in  the  first  place. 

The  State  has  only  a  limited  amount  of  money  available  to  use  to 
increase  funds  to  the  junior  colleges.  In  order  to  recommend  any  plan 
which  has  a  chance  for  success  we  must  be  very  realistic  in  our  ap- 
proach. We  must  provide  additional  money  only  to  those  junior  colleges 
badly  in  need  of  additional  support.  Assistance,  therefore,  should  be 
based  only  on  equalization  aid.  In  order  to  qualify  for  increased  state 
assistance  a  local  district  must  be  making  a  maximum  effort.  No  district 
should  receive  more  than  basic  state  aid  if  it  is  not  levying  and  spend- 
ing a  tax  for  junior  college  operating  expenses  of  at  least  30  cents 
against  every  $100  of  its  assessed  valuation.  Witnesses  have  contended 
that  a  minimum  qualifying  tax  rate  of  24  cents  should  be  used  so  that 
junior  colleges  might  have  an  "enriched"  program  if  they  desired 
without  resorting  to  override  taxes.  This  subcommittee  feels  that  a 
5-cent  leeway  for  "enriched"  programs  is  sufficient.  In  addition  local 
governing  boards  now  have  the  right  to  levy  a  5-cent  ad  valorem  tax 
for  community  services. 

An  accurate  system  of  accounting  for  the  exact  costs  of  the  opera- 
tions of  junior  colleges  in  unified  and  high  school  districts  should  be 
devised  immediately  by  the  State  Department  of  Education.  The  sub- 
committee feels  this  is  so  important  than  until  such  a  system  has  been 
devised  and  the  cost  figures  submitted  on  an  annual  basis  to  the  State 
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Department  of  Education  and  the  office  of  the  Legislative  Analyst,  iio 
additional  state  money  should  be  granted  to  any  such  district  main- 
taining a  junior  college.  Without  this  kind  of  knowledge  we  cannot 
know  where  the  current  funds  being  provided  by  the  State  are  being 
spent,  we  cannot  be  assured  that  the  district  is  making  its  maximum 
contribution,  we  cannot  ascertain  how  much  additional  money  is  needed 
from  the  State,  and  most  importantly  we  cannot  be  certain  that  any 
additional  funds  provided  by  the  State  will  be  used  solely  for  junior 
college  purposes. 

Evidence  indicates  that  the  present  foundation  program  of  $494  per 
a.d.a.  in  the  junior  colleges  is  not  realistic.  In  1958-59  the  average  per 
student  costs  in  the  junior  colleges  was  $521.  This  per  student  cost 
will  obviously  increase  as  salaries  and  costs  continue  to  rise.  The  State 
Department  of  Education  has  estimated  that  by  1961-62  the  statewide 
average  will  have  risen  to  a  point  where  a  foundation  program  of  $580 
per  unit  of  a.d.a.  will  be  necessary.  Although  we  have  not  received  a 
great  deal  of  testimony  on  this  subject,  we  are  inclined  to  take  the 
opinion  of  experts  in  this  field  and  recommend  that  the  foundation 
program  be  increased  to  somewhere  between  $525  and  $580  per  a.d.a. 

An  additional  comment  should  be  made  relative  to  areas  not  pres- 
ently in  junior  college  districts.  The  disparity  between  the  relative 
tax  efforts  of  some  counties  compared  to  other  counties  with  comparable 
numbers  of  high  school  graduates  is  striking,  as  will  be  seen  by  the 
chart  below. 

COUNTIES   WITHOiiT   JUNIOR   COLLEGES  DATA    RELATING   TO   COMPUTED 

DOLLAR?   YIELD    FOR   JUNIOR  COLLEGE    PURPOSES 

1959-60  Computed 

county                     1959                  Yield  of           1951-58  dollar  yield 

junior                   assessed                junior                 high  per  high 

college                 valuation               college               school  school 

Counties                    tax  rate           fin  thousands)             tax              graduates  graduate 

Amador""IIIIII-I  $0,093  $38,.S37  $35,053  98  $364 

Butte .095  151,994  144,394  748  193 

Calaveras    .15  25,960  38,940  103  378 

Colusa   .12  46,078  55.293  125  442 

Del  Norte .069  23,7-57  16,392  131  125 

El  Dorado .16  64,041  102,465  201  509 

Glenn              .025  .54,027  13,506  208  65 

Humboldt    .03  159,666  47,899  9.39  51 

Invo .1179  53,841  63,532  118  538 

Khiffs .29  127,095  368,575  510  722 

Lake     .10  33,081  33,081  126  262 

Madera      .173  90,427  1.56,438  348  449 

Mariposa .1.39  11,901  16,-542  33  501 

Mendocino    .15  85,664  128,496  498  2.58 

Merced .20  147,857  295,714  811  36i) 

Modoc    .0635  24,.534  15,4.56  87  177 

Mono    —  —  —  —  -- 

Nevada    .43  39,771  171,015  216  792 

Plumas    .039  72,300  28,197  162  174 

Sierra    .115  6,434  7,399  26  285 

Sutter    .39  70,.329  274,283  347  790 

Tehama .16  52,297  83,675  273  306 

Trinity    .11  15,578  17,135  79  217 

Tuolumne    .20  33,507  67,014  145  462 

Yolo .26  121,.307  315,398  540  584 


46  ASSEMBLY  INTERIM   COMMITTEE  ON  EDUCATION 

The  master  plan  for  higher  education  recommended  that:  "All  the 
territory  of  the  State  not  now  included  within  districts  operating  jun- 
ior colleges  be  brought  into  junior  college  districts  as  rapidly  as  pos- 
sible, so  that  all  parts  of  the  State  can  share  in  the  operation,  control 
and  support  of  junior  colleges.  Pending  the  achievement  of  this  objec- 
tive, means  be  devised  to  require  areas  that  are  not  a  part  of  a  district 
operating  a  junior  college  to  contribute  to  the  support  of  junior  coUege 
education  at  a  rate  or  level  that  is  more  consistent  with  the  contribu- 
tions to  junior  college  support  presently  made  by  areas  included  in  dis- 
tricts that  maintain  junior  colleges." 

This  recommendation  is  sound  and  well  founded.  This  could  also 
apply  to  nondistrict  territory  within  counties  already  having  a  junior 
college.  We  do  not  mean,  however,  that  every  county  or  every  area  in 
this  State  should  form  a  junior  college  district.  There  is  evidence  in 
the  recent  past  that  junior  colleges  have  been  formed  in  districts  which 
cannot  adequately  finance  colleges  on  their  own  tax  base  without 
making  tax  rates  exorbitant  on  the  local  property  owners.  Ultimately 
students  in  these  poorly  tax-based  colleges  do  not  receive  adequate 
instruction  or  the  State  must  provide  enormous  amounts  of  equalization 
aid.  Neither  of  these  are  adequate  solutions  to  the  problem  created  by 
poor  foresight  and  district  planning.  This  subcommittee  therefore  urges 
the  State  Board  of  Education  to  re-evaiuate  iis  criteria  for  the  estab- 
lishment of  new  junior  college  districts  to  make  certain  that  such  dis- 
tricts are  financially  feasible. 

WHOM  DO  WE  WISH  TO  SUPPORT? 

Ever  since  the  junior  colleges  began  they  have  operated  as  "the  open 
door"  of  California  higher  education.  Kequirements  have  been  minimal 
or  nonexistent  for  admission.   Education   Code   Section   5706   states: 

The  principal  of  any  two-year  junior  college  shall  admit  to  the  junior 
college  any  high  school  graduate  and  any  otlier  person  over  18  years  of 
age  who  in  his  judgment  is  capable  of  profiting  from  the  instruction 
otfered.  The  principal  of  any  two-year  junior  college  may  admit  to  the 
junior  college  any  apprentice,  as  defined  in  Section  3077  of  the  Labor 
Code,  who  in  the  principal's  judgment  is  capable  of  profiting  from  the 
instruction  offered."  Actually  this  does  not  quite  reflect  the  correct 
picture  of  some  of  California's  junior  colleges. 

Approximately  65-75  percent  of  the  students  enrolling  in  a  junior 
college  each  year  state  that  they  want  to  take  classes  leading  to  transfer 
to  an  institution  of  higher  education  with  the  ultimate  goal  of  a  four- 
year  degree.  Many  students  Mho  enter  junior  colleges  are  already 
eligible  for  admission  to  state  colleges  and  the  university  and  after  two 
years  transfer  to  those  institutions  as  juniors.  Many  students  not 
eligible  for  admission  to  the  state  colleges  or  the  university  upon  gradu- 
ation from  high  school  attend  the  junior  college,  prove  their  academic 
ability,  and  transfer  to  higher  institutions.  Ihe  records  of  these  two 
categories  of  students  upon  transfer  to  both  the  state  colleges  and  the 
university  have  been  outstanding.  In  some  cases,  the  transfers  actually 
do  better  in  their  junior  and  senior  years  than  students  who  entered  as 
freshmen. 
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The  great  majority  of  the  students  stating  a  desire  to  pursue  transfer 
classes,  however,  will  never  do  so.  It  has  been  estimated  that  25-35 
percent  of  those  enrolling  in  a  junior  college  will  voluntarily  drop  out 
by  the  end  of  the  first  year.  Some  leave  for  personal  reasons,  but  the 
majority  realize  they  are  not  capable  of  collegiate  work.  Counseling  and 
guidance  are  an  essential  function  of  the  junior  colleges.  Extensive 
testing  and  counseling  programs  are  available  to  all  new  freshmen  in 
the  hopes  of  making  the  student  aware  of  his  capabilities  and  his  m- 
abilities.  Most  junior  colleges  do  not  prohibit  students  from  attempting 
transfer  classes  if  they  desire.  The  hope  is  that  once  the  student  realizes 
he  is  not  capable  of  transfer  work  he  will  turn  to  more  realistic  pur- 
suits and  can  be  enrolled  in  vocational,  technical,  and  terminal  pro- 
grams which  will  equip  him  to  earn  a  better  living  and  to  be  a  more 
enlightened  citizen.  Junior  colleges  are  not  always  successful  in  this 
endeavor,  but  they  are  making  a  determined  effort  which  is  to  be  com- 
mended and  encouraged. 

Although  no  restriction  is  made  oil  admission  to  the  junior  college, 
several  of  the  institutions  are  making  a  determined  effort  to  strengthen 
standards  and  requirements.  A  major  force  in  the  drive  for  increased 
standards  has  been  the  California  Junior  College  Association  and  it 
can  be  proud  of  its  actions  in  this  regard.  Several  junior  colleges  place 
all  entering  students,  who  do  not  have  a  high  school  diploma,  on  im- 
mediate probation.  The  student  must  maintain  a  C  average  during  the 
first  semester  or  he  is  dismissed.  Competent  studies  have  shown  that  the 
likelihood  for  success  of  students  entering  without  a  high  school  di- 
ploma is  very  slim.  Whether  a  junior  college  will  accept  students  with- 
out high  school  diplomas,  should  be  determined  by  local  governing 
boards  and  the  Education  Code  should  be  changed  accordingly.  If  a 
local  board  decides  to  admit  a  student  without  a  high  school  diploma, 
however,  he  should  be  placed  on  immediate  probation  and  given  one 
semester  in  which  to  prove  himself.  Too  many  junior  colleges  allow 
students  to  remain  even  though  they  have  been  on  probation  (making 
a  D  or  F  average)  for  as  many  as  three  semesters.  This  retention  policy 
is  absurd !  The  State  has  a  responsibility  to  provide  an  opportunity  for 
all  students  to  receive  post-high  school  education,  but  it  does  not  have 
a  continuing  responsibility  to  students  who  are  not  making  an  effort  or 
who  have  proven  incapable. 

Educational  prograuis  offered  by  the  junior  colleges  are  of  a  broad 
nature  and  constitute  a  number  of  educational  functions.  As  sum- 
marized in  California  PuMic  Junior  Colleges,  a  bulletin  of  the  State 
Department  of  Education,  these  functions  are:  (1)  college  and  uni- 
versity transfer  education;  (2)  vocational-technical  education;  (3) 
general  education;  (4)  guidance;  and  (5)  adult  education. 

The  transfer  and  the  vocational-technical  programs  are  usually  easily 
identitied  and  consist  of  courses  which  are  part  of  a  two-year  curricu- 
lum. The  subcommittee  has  found  little  to  question  in  the  content  of 
these  classes.  Under  general  education  the  junior  colleges  usually  offer 
what  is  known  as  a  liberal  arts  education,  sometimes  leading  to  an 
associate  in  arts  or  an  associate  in  science  degree.  This  category  is  much 
more  difficult  to  define ;  classes  in  this  category  are  usually  a  potpourri. 
Under  this  heading  are  found  the  following  courses  which  are  being 
offered  in  junior  colleges  today. 
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Home  Economics  65:     The  Modern  Hostess      (3  units) 

The  planning  and  preparation  of  quick,  complete  luncheons,  breakfasts,  dinners, 
quick  cookery  procedures,  food  composition,  table  decorations,  entertaining,  serving, 
and  meal  planning.  Menu  and  effects  for  special  occasions  and  holidays. 

Music  51A-51B:      Co-ordinated  Show  Band  Techniques      (1   unit) 

A  course  designed  to  build  the  marching  band,  majorettes,  song  leaders,  and  yell 
leaders  into  one  working  unit  so  that  a  concordant  activity  will  result.  Required  of 
all  song  leaders  and  yell  leaders.  Football  games,  parades,  and  rallies  will  be  em- 
phasized. 

Art  72A-72B:     Plant  Form  and  Design      (2  units) 

One  two-hour  lecture  per  week  with  group  and  individual  instruction. 

Prerequisite :  None. 

Objective  :  To  direct  the  student's  observatiol^  and  study  toward  the  availability 
of  an  inexhaustible  store  of  design  material  to  be  found  in  plant  specimens  of 
every  name  and  nature.  To  develop  skill  in  the  arranging  of  plant  forms  and 
accessories. 

Content:  Demonstrations  and  lectures  illustrating  harmonious  and  unique  com- 
binations of  plant  forms  for  home  decoration.  Arrangements  designed  for  general 
and  specific  occasions  using  plant  material  offered  by  the  different  seasons  through 
the  year. 

Art  70:     Ceramics     (1  unit) 

Three  laboratory  hours  per  week. 

Prerequisite  :  Permission  of  instructor. 

This  course  gives  one  unit  of  regular  junior  college  credit  to  general  college 
students. 

Home  Economics  62:     The  Modern  Chef     (2  units) 

A  practical  foods  lecture-laboratory  designed  primarily  for  men  students.  Tech- 
niques in  meat  cookery,  salad  preparation,  and  pastry  making  will  be  emphasized. 
Meals  for  special  occasions,  outdoor  cookery,  barbecuing  of  steaks  and  chickens 
and  special  sandwiches  Avill  be  included  during  the  semester. 

Business  21:     Business  Personality     (2  units) 

Lecture  and  demonstrations,  with  field  trips  and  specialists  as  lecturers.  To  assist 
the  student  in  solving  her  problems  of  selecting  and  caring  for  a  wardrobe  suited  to 
her,  the  occasion,  and  her  income.  Study  conducted  on  student's  type  of  figure  and 
personality,  determining  most  becoming  personal  colors,  coiffures,  makeup,  and 
carriage. 

Fortunately  the  courses  described  above  are  in  a  minority,  but  un- 
fortunately they  exist.  This  subcommittee  feels  these  types  of  classes 
and  programs  should  be  eliminated  entirely  from  the  junior  colleges. 
They  are  unfair  to  the  student  because  they  do  not  stimulate  his  mind 
or  provide  him  with  a  true  basic  liberal  arts  background.  They  are 
hardly  of  a  collegiate  nature  and  only  depreciate  from  the  excellent 
education  vfhich  junior  colleges  are  generally  providing.  They  tend  to 
cheapen  the  college  because  an  institution  which  does  not  direct  or 
enlighten  its  students  beyond  their  own  horizons  or  which  allows  them 
to  merely  "shop  around"  is  not  providing  a  worthwhile  educational 
program.  While  education  may  be  life  and  all  education  is  good,  it 
need  not  always  be  formalized  and  it  need  not  always  be  taught  in  a 
classroom  at  taxpayers'  expense. 

The  Extended  Day 

The  evening  or  "extended  day"  programs  of  the  junior  colleges  have 
proven  extremely  difficult  to  define  and  assess.  They  have  caused  this 
subcommittee  more  difficulty  than  almost  any  other  item.  Another  sub- 
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committee  of  the  Assembly  Education  Committee  has  also  been  investi- 
gating this  matter.  For  a  fuller  discussion  of  this  subject  we  refer  you 
to  the  report  of  the  Subcommittee  on  Adult  Education. 

Two  years  ago  there  were  91,426  full-time  students  in  the  junior 
colleges,  53,592  part-time  students,  and  155,061  adults  (defined  as  an 
individual  over  21  years  of  age  and  taking  less  than  10  units).  The 
junior  colleges  graduated  only  14,978  students  during  that  year.  In 
1959-60  the  junior  colleges  had  a  total  enrollment  of  311,794.  Of  this 
total  90,254  were  full-time  students  (a  decline  of  1,172  from  the  pre- 
vious year)  and  221,540  were  part-time  and  adult  students. 

These  figures  clearly  demonstrate  that  the  majority  of  the  jimior  col- 
lege student  popidation  is  over  21  years  of  age,  is  taking  less  than  10 
units  of  college  work,  and  is  generally  attending  classes  at  night. 

In  1958-59  only  6,269  adult  education  classes  were  otfered  by  junior 
colleges  throughout  the  State.  The  great  majority  of  the  adults  at- 
tending junior  colleges  were  in  "graded"  or  "credit"  classes.  Some 
junior  college  spokesmen  have  argued  that  the  great  majority  of  these 
adults  are  pursuing  work  toward  A. A.  degrees,  vocational  certificates, 
and  transfer  programs.  However,  other  junior  college  spokesmen  have 
admitted  that  "the  interest  and  objectives  of  a  number  of  part-time 
and  adult  students  who  attend  junior  colleges  are  somewhat  different 
from  those  of  the  full-time  students.  A  much  larger  percent  of  the  part- 
time  and  adult  students  are  interested  in  vocational-technical  curricula 
or  courses  designed  to  expand  and  improve  their  vocational  pro- 
ficiency. ' ' 

Below  is  a  table  prepared  by  the  State  Department  of  Education 
showing  the  1958-59  fall-term  subject  matter  enrollments  of  adults  in 
junior  colleges. 

Subject  areas  Enrollment  Percent 

Industrial  arts,  trade  extension,  apprenticeship 

training  and  agriculture 49,629  21.7 

History  and  social  science 34,706  15.2 

Business  education 31,797  13.8 

Mathematics  and  science 2.5,023  11.0 

English,  foreign  languages,  and  speech  arts 22,927  10.0 

Civic  education,  including  forums  on  current 
events  and  foreign  affairs,  lectures  on  special 
topics,  problems  of  the  aging,  and  leadership 

training  22,403  9.8 

Homemaking  and  parent  education 14,291  6.2 

Fine  arts  and  music '. 10,530  4.6 

Physical  education,  safetv,  and  health 7,415  3.2 

Crafts    6,730  2.9 

Citizenship  and  English  for  the  foreign  born 3,434  1.6 

Totals    228,885  100.0 

This  subcommittee  recognizes  there  are  many  adults  attending 
evening  classes  who  are  working  toward  degrees  or  two-year  certifi- 
cates. We  highly  commend  those  individuals.  Yet,  on  the  basis  of  the 
evidence  available  to  this  subcommittee,  we  contend  that  the  vast  ma- 
jority of  last  year's  221,540  adults  in  the  junior  colleges  were  not 
attending  for  these  purposes.  Bather  they  were  attending  only  to  take 
one   or  two   particular   classes   either   for   self-improvement,   for   up- 
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grading  on  their  job,  or  for  an  interesting  evening  away  from  the 
television  set. 

Adult  education  classes  and  enrollments  in  the  junior  colleges  have 
become  so  confused  and  integrated  with  the  regular  evening  program 
that  it  is  almost  impossible  to  determine  which  are  adult  education 
classes  and  which  are  regular  junior  college  classes.  One  president  of 
a  large  Northern  California  junior  college  answered  questions  before 
this  subcommittee  regarding  his  evening  program  as  follows : 

Q.  In  looking  at  your  schedule  of  extended  day  classes  how  can  we  tell  what 
is  a  class  for  an  adult  and  what  is  a  regular  junior  college  class? 

A.  Well,  I  could  mark  them  for  you  if  you  would  like  to  have  me  do  that. 

Q.  There  is  no  other  way  from  just  looking  at  the  schedule  we  can  tell  which 
are  which? 

A.  No,  there  isn't.  We  have  one  problem  caused  by  recent  legislation  that  says 
if  a  teacher  does  not  qualify  for  a  regular  credential  the  class  doesn't  qualify 
as  an  extended  day  course.  Therefore,  if  you  don't  have  a  regular  junior  college 
or  secondary  credential  the  course  becomes  a  class  for  adults. 

Q.  You  also  have  mixed  classes — some  adults  who  are  just  taking  one  par- 
ticular course  and  people  in  the  same  class  who  are  taking  it  for  college  credit. 

A.  That  is  another  problem  that  comes  out  of  legislation  regarding  credit 
and  noncredit  classes.  The  extended  day  division  should  be  permitted  to  use 
adult  teaching  credentials  without  restrictions  on  out-of-district  billing.  Non- 
credit  courses  and  noncredit  students  should  be  fully  accepted  as  a  regular 
part  of  our  extended  day  program  and  this  confusion  should  be  clarified. 

Q.  You  offer  a  class  in  upholstery  for  college  credit.  I  assume  you  have 
adults  taking  this  class  as  a  class  for  adults  and  that  you  have  adults  taking 
it   as  regular   college    credit. 

A.  Well,   that's  a   class  for  adults. 

Q.  That's  a  class  for  adults  only?  But  it's  a  credit  class. 

A.  It's  a  credit  class,  but  still  a  class  for  adults.  I  think  these  issues 
ought  to  be  clarified.  I'd  like  to  see  a  thorough  study  made  of  this  whole 
program  so  that  we  could  have  some  basic  rules  that  are  consistent.  At  the 
present  time  I  am  completely  confused  in  regards  to  the  problem  of  noncredit, 
credit,  extended  day,  classes  for  adults,  and  billing  the  $300  out-of-district 
capital  outlay  fee. 

We  agree  that  the  question  of  extended  day  programs  in  the  junior 
colleges  need  a  great  deal  of  further  study.  If  a  class  is  an  adult 
education  class  it  should  be  called  such  and  reported  to  the  State  as 
such.  This  subcommittee  does  not  wish  to  take  any  action  which  would 
work  a  hardship  on  those  adults  attending  junior  colleges  at  night  who 
are  pursuing  planned  programs  leading  to  degrees  or  certificates.  At 
the  same  time,  however,  the  subcommittee  does  not  want  to  increase 
assistance  for  those  adults  who  should  be  taking  classes  in  adult  edu- 
cation. Further,  we  do  not  want  to  see  equalization  aid  nor  growth 
money  being  apportioned  to  any  junior  college  for  its  adult  a.d.a. 
Since  the  subcommittee,  and  evidently  the  junior  college  people  them- 
selves, cannot  make  the  distinction  of  which  adults  are  which,  this  sub- 
committee has  no  alternative  but  to  recommend  that  no  increased  state 
assistance  should  be  given  to  the  junior  colleges  for  any  adult  a.d.a. 
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FINDINGS 

1.  There  is  a  great  lack  of  co-ordination  between  various  state 
agencies  administering  programs  and  services  for  the  handicapped  chil- 
dren and  adults  in  California.  The  lack  of  co-ordination  between  state 
agencies  and  private  organizations  is  even  greater. 

2.  Ab  a  result  of  this  lack  of  co-ordination  many  handicapped  indi- 
viduals often  find  great  difficulty  in  receiving  information  and  assist- 
ance. 

3.  The  Governor's  Committee  for  Employment  of  the  Handicapped 
and  the  Co-ordinating  Council  on  State  Programs  for  the  Blind  have 
proven  valuable  co-ordinating  agencies. 

4.  No  state  agency  now  makes  a  continuous  review  of  programs  and 
services  being  offered  to  the  handicapped,  in  order  to  determine  if  any 
programs  are  unnecessary  or  duplicatory. 

5.  No  state  agency  is  giving  major  attention  to  orderly  and  planned 
growth  of  programs  and  services  to  the  handicapped.  Programs  are 
often  developed  by  one  agency  without  consulting  another  agency 
operating  in  the  same  field. 

6.  Sizeable  percentages  of  teachers  of  the  mentally  retarded  are 
teaching  with  less  than  standard  teaching  credentials.  Of  2,375  teachers 
of  the  educable  mentally  retarded,  17  percent  of  these  had  less  than 
standard  teaching  credentials.  Of  208  teachers  of  the  severely  mentally 
retarded,  approximately  30  percent  of  these  were  teaching  on  less 
than  standard  teaching  credentials. 

7.  The  building  of  classrooms  for  the  training  of  severely  mentally 
retarded  children  has  not  kept  pace  with  the  current  demands  and 
needs. 

8.  Great  progress  has  been  made  during  the  past  decade  in  the 
number  of  classes  offered  and  the  number  of  children  served  under 
the  permissive  legislation  authorizing  school  districts  to  off'er  classes 
for  the  severely  mentally  retarded. 

9.  There  is  a  critical  shortage  of  teachers  in  all  fields  of  the  educa- 
tion of  exceptional  children.  This  is  true  at  both  the  collegiate  and 
public  school  level. 

10.  No  public  institution  of  higher  education  in  California  offers  a 
doctoral  degree  in  the  education  of  exceptional  children. 

11.  San  Francisco  State  College  inaugurated  a  program  for  the 
training  of  teachers  of  all  types  of  exceptional  children  as  a  result  of  a 
special  legislative  act  in  1948.  This  program  has  been  developed  since 
that  time  into  one  of  the  finest  special  education  departments  in  the 
United  States. 

12.  Many  school  districts  offer  classes  for  handicapped  individuals 
and  parents  of  handicapped  or  mentally  retarded  children  through 
their  adult  education  programs.  These  classes  provide  the  parents  with 
training  which  they  could  receive  in  no  other  way. 
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RECOMMENDATIONS 

1.  A  Co-ordinating  Council  on  Programs  for  the  Handicapped  should 
be  established.  It  should  consist  of  the  directors,  or  their  designated 
representatives,  of  the  State  Departments  of  Education,  Employment, 
Industrial  Relations,  Mental  Hygiene,  Public  Health,  and  Social  Wel- 
fare. 

2.  The  council  should  make  a  continuous  review  of  programs  and 
services  being  offered  to  the  handicapped  in  California.  The  council 
should  co-ordinate  and  evaluate  existing  programs. 

3.  The  council  should  prepare  and  distribute  a  descriptive  list  of  the 
services  available  to  the  handicapped  and  the  requirements  for  obtain- 
ing such  services. 

4.  The  council  should  give  major  attention  to  orderly  and  planned 
growth  in  the  field  of  programs  and  services  to  the  handicapped. 

5.  The  council  should  be  required  to  report  annually  to  the  Governor 
and  the  Legislature  on  its  activities  for  the  past  year  and  to  make 
recommendations  regarding  any  needed  or  proposed  legislation. 

6.  The  council  should  serve  as  an  advisory  body  to  the  various 
state  departments  included  on  the  council  and  to  other  state  and  local 
agencies  whenever  necessary. 

7.  San  Francisco  State  College,  other  state  colleges,  and  the  Uni- 
versity of  California  should  be  encouraged  to  work  co-operatively  in 
providing  adequate  education  in  the  field  of  the  exceptional  child. 

8.  The  offering  of  special  classes  for  the  severely  mentally  retarded 
in  the  public  school  sj^stem  should  continue  to  be  on  a  permissive  basis. 
Legislation  to  make  the  offering  of  such  classes  mandatory  should  not 
be  enacted  at  this  time,  however,  encouragement  should  be  given  to 
school  districts  for  the  voluntary  expansion  of  these  programs.  Such 
encouragement  should  be  aimed  at  the  costs  of  instruction  and  facili- 
ties and  the  ability  of  school  districts  to  contract  for  instruction  and 
facilities  of  other  school  districts  and/or  public  and  private  agencies. 

9.  The  Legislature  should  authorize  a  study  to  be  conducted  to 
thoroughly  evaluate  the  "Point  2"  program  for  the  severely  mentally 
retarded  child.  This  study  should  also  determine  if  this  program  is  an 
appropriate  function  of  the  public  schools  or  whether  it  might  not  more 
properly  be  conducted  by  some  other  state  or  local  agency. 

10.  Adult  education  classes  for  the  handicapped  and/or  the  parents 
of  the  handicapped  are  proper  functions  of  adult  education  programs 
and  should  be  encouraged. 
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REPORT  OF  SUBCOMMITTEE 


INTRODUCTION 


The  Subcommittee  on  Special  Education  was  established  to  study  the 
programs  and  services  currently  being  offered  by  governmental  and 
private  agencies  for  the  handicapped  children  and  adults  of  the  State 
of  California;  to  study  the  need  for  revising  or  increasing  these 
services;  and  to  study  the  current  adequacy  of  co-ordination  of  these 
services. 

Assemblywoman  Dorothy  M.  Donahoe  was  chairman  of  the  subcom- 
mittee during  the  period  of  June  1959-April  1960.  Upon  her  death, 
Assemblyman  Harold  T.  Sedgwick  was  appointed  chairman  of  the  sub- 
committee and  he  has  served  in  that  capacity  from  April  1960  to  the 
present  date. 

The  subcommittee  held  two  hearings  during  the  interim  period.  The 
first  hearing  was  held  in  San  Francisco  on  November  19,  1959.  It  was 
devoted  to  hearing  testimony  from  representatives  of  state  and  federal 
agencies  regarding  services  currently  being  offered  to  the  handicapped. 
The  agencies  represented  at  this  hearing  included :  Vocational  Rehabili- 
tation Services ;  the  United  States  Office  of  Vocational  Rehabilitation ; 
the  State  Department  of  Education;  the  State  Department  of  Mental 
Hygiene;  the  State  Department  of  Public  Health;  the  United  States 
Department  of  Health,  Education  and  Welfare ;  the  University  of  Cali- 
fornia ;  the  California  Youth  Authority ;  the  State  Department  of  Cor- 
rections; the  State  Department  of  Social  Welfare;  the  State  Depart- 
ment of  Motor  Vehicles;  the  State  Department  of  Employment;  the 
State  Department  of  Industrial  Relations;  and  the  San  Francisco 
Public  Schools. 

On  May  19,  1960  the  subcommittee  met  in  the  Medical  Center  of  the 
University  of  California  at  Los  Angeles.  At  this  hearing  the  subcom- 
mittee heard  testimony  from  private  organizations  or  associations  deal- 
ing with  handicapped  individuals.  The  agencies  represented  included : 
the  Los  Angeles  Welfare  Planning  Council ;  the  National  Rehabilitation 
Association;  the  Governor's  Committee  for  Employment  of  the  Handi- 
capped; the  California  Council  for  Retarded  Children;  Aid  Retarded 
Children,  Inc. ;  the  John  Tracy  Clinic ;  the  California  Council  for  Ex- 
ceptional Children ;  the  Spastic  Children 's  Foundation ;  Volunteers  of 
America;  the  California  Council  of  the  Blind;  the  Associated  Blind 
of  California,  Inc. ;  the  California  Tuberculosis  and  Health  Association ; 
the  Southern  California  Region  of  the  American  Association  on  Mental 
Deficiency;  the  National  Association  of  Social  Workers;  the  United 
CerebralPalsy  Association;  and  the  Conference  for  California's  Ex- 
ceptional and  Rehabilitation  Needs. 

From  these  two  hearings  the  subcommittee  was  able  to  compile  a 
rather  complete  record  of  what  public  and  private  agencies  in  Cali- 
fornia feel  are  the  major  needs  in  offering  adequate  services  to  the 
handicapped,  as  well  as  methods  which  might  be  used  to  improve  the 
services  already  being  offered. 
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THE  REPORT 

The  subcommittee  on  Special  Education  has  constantly  kept  in  mind 
that  the  end  result  of  all  services  to  the  handicapped  is  the  individual 
being  served — not  the  service  itself. 

Many  representatives  of  both  public  and  private  agencies  appeared 
before  this  subcommittee.  Most  agencies  tend  to  deal  with  only  one  type 
of  handicapped  person,  i.e.  the  blind,  the  retarded  and  the  palsied. 
Many  handicapped  people,  however,  suffer  from  multiple  handicaps. 
For  example,  there  are  blind  children  who  are  deaf ;  deaf  children  who 
are  palsied ;  palsied  children  who  are  retarded ;  and  retarded  children 
who  are  blind.  ^ 

The  subcommittee  found  that  agencies  have  too  often  limited  them- 
selves to  dealing  in  only  one  particular  service.  If  an  individual  did  not 
fit  into  the  general  classification  with  which  that  agency  was  dealing, 
then  that  agency  had  little  inclination  to  assist  the  individual.  Iron- 
ically, the  artificial  barriers  created  by  segmenting  the  handicapped 
only  reduce  the  effectiveness  of  the  services  being  provided  for  the  bene- 
fit of  the  handicapped  individual.  Such  an  approach  is  uncomfortable 
for  the  individual  and  is  an  unprofessional  way  to  approach  human 
beings.  The  subcommittee's  real  concern  has  been  with  meeting  the 
needs  of  people — as  people.  It  has  been  concerned  with  meeting  the  total 
needs  of  all  handicapped  people. 

During  the  two  days  of  hearings  inany  of  the  same  problems  were 
raised  by  witness  after  witness.  This  report  will  consist  primarily  of  a 
brief  review  of  the  need  and/or  inadequacies  most  often  expressed  by 
witnesses  before  this  subcommittee. 

The  Need  for  Co-ordination 

Above  all  others,  one  need  stands  out  from  the  testimony  received  by 
this  subcommittee.  It  is  the  need  for  increased  co-ordination  between 
agencies,  both  public  and  private,  which  are  offering  services  to  the 
handicapped.  Witness  after  witness  testified  that  co-ordination  of  serv- 
ices now  offered  is  minimal  and  in  some  cases  nonexistent.  As  an  illus- 
tration, we  quote  below  two  excerpts  from  testimony  received  by  this 
subcommittee. 

"At  the  present  time,  there  is  some  duplication  of  services  between 
the  state  agencies.  We  believe  this  could  be  reduced  to  a  minimum 
through  the  development  of  a  directory  of  services  which  would  contain 
specific  identification  of  services  available  from  state  agencies  as  well 
as  volunteer  health  and  welfare  agencies.  A  directory  of  services  would 
be  a  long  step  forward  in  eliminating  the  frustration  that  parents  of 
handicapped  children  now  have  because  they  do  not  know  what  services 
are  available  or  where  they  are  available.  The  same  frustrations  exist 
within  the  state  agencies." — Mr.  W.  C.  Bradshaw,  President  United 
Cerebral  Palsy  Association  of  California. 

"The  complexity  of  attempting  to  establish  co-ordination  and  com- 
munication between  relatively  small  programs,  such  as  ours  [Vocational 
Rehabilitation  Services],  and  all  of  the  widely  separated  agencies,  in 
terms  of  services  and  interests,  is  certainly  beyond  the  efforts  of  any 
one  group  of  people.  I  think  everyone  in  our  staff  would  strongly  en- 
dorse the  principle  of  the  establishment  of  some  overall  co-ordinating 


SUBCOMMITTEE  ON  SPECIAL  EDUCATION  57 

group,  as  lias  already  been  clone  in  the  ease  of  the  blind,  which  is  a 
relatively  small  segment  of  the  total  problem. 

"We  are  looking  forward  to  further  .  .  .  extension  of  vocational 
rehabilitation  to  include  the  so-called  independent  living  services  which 
would  bring  in  a  whole  new  range  of  problems  and  relationships  with 
which  we  presently  do  not  have  to  concern  ourselves.  .  .  .  We,  there- 
fore, have  a  keen  interest  in  seeing  that  some  form  of  co-ordination  be 
established,  so  that  the  entire  burden  is  not  left  upon  the  individual 
agency." — Dr.  Andrew  Marrin,  Chief,  Bureau  of  Vocational  Rehabili- 
tation Service,  State  Department  of  Education. 

The  excerpts  above  could  be  duplicated  over  and  over  by  other  wit- 
nesses before  this  subcommittee.  It  became  clear  to  the  subcommittee 
after  two  days  of  hearings  that  co-ordination  among  the  state  agencies 
offering  services  to  the  handicapped  is  badly  needed.  This  is  only  a 
natural  development.  Within  the  last  decade  state  services  to  the 
handicapped  have  increased  enormously  and  the  number  of  people 
utilizing  these  services  has  also  increased. 

In  order  to  best  serve  the  people  of  California  and  to  obtain  the 
greatest  amount  of  efficiency  from  the  tax  dollar  we  must  be  certain 
there  is  no  overlapping  or  unnecessary  duplication  of  services  or  facili- 
ties. In  order  to  accomplish  this,  it  appears  that  the  time  has  come  to 
begin  co-ordinating  the  various  activities  of  the  state  and  private 
agencies. 

The  most  important  consideration  must,  however,  be  to  the  individual 
being  served.  If  we  are  to  adequately  meet  the  needs  of  handicapped 
persons  and  help  them  to  return  to  society  in  a  useful  and  productive 
capacity  we  must  marshal  all  the  forces  and  assistance  available  to 
them.  We  are  obviously  not  doing  this  when  two  or  more  state  agencies 
operating  in  the  same  field  do  not  even  know  what  the  other  is  doing. 
If  state  agencies  do  not  know  what  services  are  being  offered  by  other 
state  agencies,  it  is  likely  that  local  agencies  are  even  more  ill-informed. 
And  where,  then,  do  private  agencies  or  associations  fit  into  this  struc- 
ture ?  How  can  private  organizations  adequately  help  those  individuals 
who  are  coming  to  them  for  assistance  ? 

Surveys  by  the  subcommittee  staff  revealed  that  co-ordination  be- 
tween state  agencies  often  depends  solely  on  personal  relationships 
built  up  over  a  period  of  years  between  members  of  various  depart- 
ments. This  is  hardly  an  adequate  method  of  co-ordinating  activities 
and  services  for  the  handicapped — particularly  on  as  large  a  scale  as 
that  provided  by  the  State  of  California.  A  formal  organization  for 
co-ordination  is  needed.  It  must  be  a  lasting  framework  which  will 
adequately  serve  those  individuals  upon  whose  behalf  everyone  is  work- 
ing. 

Two  co-ordinating  bodies  which  have  been  highly  commended  by  all 
the  witnesses  appearing  before  this  subcommittee  are  the  Co-ordinating 
Council  on  State  Programs  for  the  Blind  and  the  Governor 's  Committee 
for  Employment  of  the  Handicapped. 

The  Governor's  Committee  for  Employment  of  the  Handicapped 

The  committee  was  established  principally  to  conduct  a  year-round, 
statewide  public  information  and  education  program  to  develop  a  more 
favorable  acceptance  of  the  handicapped  in  business  and  industrial 
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employment.  In  so  doing,  the  committee  co-operates  with  all  groups, 
public  and  private,  who  are  interested  in  employment  for  the  handi- 
capped. 

When  originally  organized  in  1947,  the  committee  was  primarily 
composed  of  federal,  state,  and  county  representatives  who  were 
charged  with  the  responsibility  of  educating,  rehabilitating,  and  find- 
ing jobs  for  the  handicapped.  In  1954,  it  was  expanded  to  include 
several  interested  citizens  from  trade,  industry,  labor,  the  professions, 
and  the  general  public. 

The  Governor's  committee  meets  regularly  in  various  cities  through- 
out California  to  hear  the  reports  and  recommendations  of  local  Employ 
the  Handicapped  Committees.  Committee  ^members  also  attend  many  of 
the  local  committee  meetings  throughout  the  year. 

Members  of  the  Governor 's  committee  urge  their  colleagues  and  busi- 
ness acquaintances  to  work  through  the  state  agencies  in  bringing  about 
increased  training  and  employment  oportunities  for  the  handicapped. 
As  a  result  of  the  committee 's  support,  the  Department  of  Employment 
and  the  Vocational  Rehabilitation  Service  report  they  are  able  to  serve 
an  increasing  number  of  handicapped  who  seek  employment. 

Co-ordinating  Council  on  State  Programs  for  the  Blind 

At  its  regular  session  in  1949,  the  Legislature  created  an  Interim 
Committee  on  State  Programs  for  the  Adult  Blind.  Among  many  other 
things,  the  report  of  this  interim  committee  recommended  the  estab- 
lishment of  a  permanent  Co-ordinating  Council  on  State  Programs  for 
the  Blind.  The  Legislature  enacted  such  legislation  in  1951. 

The  duties  of  the  council  are  to  meet  quarterly,  or  on  call  of  the 
chairman,  to  consider  and  recommend  policies  for  the  improvement  of 
programs  and  for  the  co-ordination  of  functions  of  the  various  state 
departments  as  they  affect  the  blind ;  and  to  report  annually  and  make 
recommendations  to  the  various  state  departments  and  to  the  Legisla- 
ture. 

The  council  is  composed  of  the  directors  of  the  State  Departments 
of  Public  Health,  Education,  and  Social  Welfare.  Serving  the  council 
is  a  Co-ordinating  Committee  on  State  Services  for  the  Blind,  which 
serves  as  the  real  working  committee  and  which  reports  to  the  council 
at  its  quarterly  meetings.  Each  agency  represented  on  the  council  offers 
different  services  to  the  blind.  This  is  a  means  of  bringing  together 
those  individuals  serving  in  different  capacities  to  co-ordinate  the  work 
which  they  are  performing  and  the  services  which  they  are  providing. 
This  council  has  been  able  to  eliminate  any  duplication  which  previ- 
ously existed  between  these  agencies. 

The  only  question  which  exists  in  the  mind  of  the  subcommittee  is 
whether  the  membership  of  this  council  is  too  limited.  Shouldn't  the 
representatives  of  the  Departments  of  Employment  and  Mental  Hy- 
giene, or  the  private  associations  offering  services  to  the  blind  be  in- 
cluded in  the  membership?  If  it  is  the  total  handicapped  individual 
with  whom  we  are  concerned,  then  we  must  take  into  account  all  the 
needs  which  he  has  and  all  the  services  which  must  be  provided  to  fill 
those  needs. 
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This  subcommittee  believes  tliat  a  co-ordination  of  state  programs  for 
the  handicapped  is  of  prime  importance.  Therefore,  the  subcommittee 
recommends  that  a  Co-ordinating  Council  on  Programs  for  the  Handi- 
capped be  established.  This  council  should  consist  of  the  directors,  or 
their  designated  representatives,  of  the  State  Departments  of  Educa- 
tion, Employment,  Industrial  Relations,  Mental  Hygiene,  Public 
Health,  and  Social  Welfare.  Representatives  of  private  organizations 
and  associations  dealing  with  the  handicapped  should  be  encouraged  to 
attend  whenever  possible.  This  council  should  also  actively  encourage 
the  creation  of  an  advisory  committee  consisting  of  representatives  from 
private  organizations  who  could  meet  with  and  advise  the  state  agencies 
on  needed  i^rograms  as  well  as  the  co-ordination  of  existing  ones. 

The  chairmanship  of  the  council  should  rotate  annually  among  each 
of  the  members  and  it  should  meet  quarterly  in  public  meetings.  The 
council's  functions  should  include,  but  not  be  limited  to,  the  following: 

1.  The  council  should  make  a  continuous  review  of  programs  and 
services  being  offered  in  California  to  the  handicapped.  It  should  do 
this  in  order  to  avoid  unnecessary,  outdated,  and  duplicatory  services. 
It  should  co-ordinate  the  activities  of  existing  programs  and  services. 

2.  The  council  should  constantly  evaluate  programs  to  make  certain 
they  are  the  most  useful  and  efficient  means  of  providing  needed  serv- 
ices throughout  the  State. 

3.  The  council  should  undertake  to  prepare  a  descriptive  list  of  the 
services  available  to  the  handicapped  and  the  requirements  for  obtain- 
ing such  assistance.  This  list  should  include  services  provided  by  both 
private  and  public  agencies.  Such  a  list  should  have  a  wide  distribution 
to  personnel  within  state  agencies,  in  field  offices  of  state  agencies,  and 
in  private  organizations.  The  council  should  also  attempt  to  communi- 
cate as  much  of  this  information  to  the  general  public  as  possible. 

4.  The  council  should  give  major  attention  to  orderly  and  planned 
growth  in  the  field  of  programs  and  services  to  the  handicapped.  In  so 
doing,  the  council  should  make  a  determined  effort  to  utilize  to  their 
maximum  all  existing  state  agencies  and  services. 

5.  The  council  should  be  required  to  report  each  year  to  the  Governor 
and  the  Legislature  on  its  activities  for  the  past  year  and  to  make  rec- 
ommendations regarding  needed  or  proposed  legislation.  Whenever  pos- 
sible the  council  should  preview  and/or  review  proposed  legislation.  It 
should  work  closely  with  the  Governor  and  the  Legislature  and  should 
serve  as  a  "  body  of  experts. ' ' 

6.  The  council  should  serve  as  an  advisory  body  to  the  various  state 
departments  included  on  the  council  and  to  other  state  and  local  agen- 
cies whenever  necessary. 

The  subcommittee  feels  that  a  co-ordinating  council  as  outlined  above, 
would  be  of  immeasurable  benefit  to  the  people  of  this  State  and  to  the 
various  governmental  agencies  involved  in  serving  the  handicapped 
people  of  California. 

In  making  the  above  recommendation  the  subcommittee  does  not  en- 
vision the  creation  of  a  new  state  agency  nor  a  superstate  agency.  It 
does  not  envision  the  necessity  of  hiring  any  new  personnel  to  staff 
such  a  council.  It  is  the  subcommittee's  feeling  that  co-ordination  is 
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most  vital  to  those  agencies  involved  and  that  in  order  to  be  most  effec- 
tive those  agencies  must  actively  work  in  co-ordinating  their  activities 
with  personnel  in  other  state  agencies. 

The  State  of  California  currently  offers  more  programs  and  services 
to  its  handicapped  children  and  adults  than  most  other  states  in  the 
nation.  There  is  much  more,  however,  which  could  and  must  be  done. 
As  California's  population  continues  to  rapidly  expand,  the  services 
of  the  State  will  be  even  more  heavily  burdened  than  they  presently 
are.  If  we  are  to  advance  in  the  types  and  amounts  of  services  offered, 
then  we  must  marshal  and  utilize  all  the  available  resources  of  the 
State.  Co-ordination  is  vital  if  we  are  to  succeed  in  the  many  demands 
and  endeavors  facing  us.  It  may  very  well  be  the  key  to  success  or 
failure. 

The  Mentally  Refarded 

In  1921,  school  districts  were  granted  legal  authority  to  establish 
special  classes  for  the  less  severely  retarded.  Very  few  school  districts 
were  willing  to  absorb  the  costs  of  such  a  program,  however,  and  the 
number  of  children  benefiting  from  this  legislation  was  negligible.  The 
first  real  accomplishments  materialized  some  25  years  later. 

In  1947,  the  California  Legislature  passed  many  laws  concerning 
special  education.  One  law  made  mandatory  the  establishment  of  classes 
for  educable  mentally  retarded  minors  under  provisions  of  the  Educa- 
tion Code.  This  is  usually  referred  to  as  the  Point  1  program.  The  law 
applied  to  (1)  educable  mentally  retarded  children  of  compulsory 
school  age;  (2)  elementary  grades  from  one  to  eight;  (3)  districts  with 
15  retarded  pupils  in  residence  and  to  county  superintendents  of  schools 
for  pupils  residing  in  districts  with  less  than  15  such  pupils. 

These  provisions  were  amended  in  19-19  to  make  county  superin- 
tendents responsible  in  districts  with  less  than  900  a.d.a.  The  law  also 
made  state  funds  available  to  reimburse  school  districts  and  county 
superintendents  of  schools  for  75  percent  of  the  excess  cost  of  educat- 
ing the  Point  1  mentally  retarded  child,  not  to  exceed  $75  per  unit 
of  a.d.a.  In  1950,  this  amount  was  raised  to  $150.  In  1949,  special 
classes  for  educable  mentally  retarded  pupils  on  the  high  school  level 
were  permitted  by  legislation  and  were  made  mandatory  in  1956. 
The  1947  Legislature  also  made  a  special  appropriation  to  San  Fran- 
cisco State  College  to  develop  a  teacher  training  program  in  all  fields 
of  special  education. 

In  1951,  a  program  for  the  severely  mentally  retarded  child,  who 
had  previously  been  excluded  from  school,  was  authorized  by  per- 
missive legislation.  This  is  usually  referred  to  as  the  Point  2  program. 
The  Education  Code  provides  that  special  schools  and  classes  may 
be  established  by  the  governing  board  of  elementary,  high  school,  uni- 
fied school  districts,  and  by  county  superintendents  of  schools.  A  1957 
amendment  provides  that  this  should  also  apply  to  children  who  are 
between  five  and  21  years  of  age,  and  who  meet  the  other  prescribed 
requirements.  Excess  costs  in  this  program  are  currently  covered  up 
to  $670  per  unit  of  a.d.a.,  with  additional  funds  up  to  $475  provided 
for  transportation  costs. 

The  past  10  years  have  witnessed  a  rapid  growth  in  the  number 
of  youngsters  in  special  classes  for  the  mentally  retarded.  The  total 
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enrollment  of  educable  mentally  retarded  minors  (Point  1)  in  special 
classes  in  the  elementary  and  secondary  schools  in  the  10-year  period 
1949-59  increased  from  approximately  13,000  to  almost  32,000.  In 
1959-60  there  were  approximately  35,658  educable  mentally  retarded 
children  in  special  classes  in  the  public  schools  of  California. 

Within  the  last  10  years  California  has  made  remarkable  strides 
in  providing  educational  facilities  and  opportunities  to  children  who 
would  have  previously  been  considered  only  as  cases  for  full-time  care 
institutions  and  mental  hospitals. 

The  total  enrollment  in  special  classes  for  the  severely  mentally 
retarded  (Point  2)  during  the  period  1952-59  increased  from  approxi- 
mately 376  to  2,000.  As  of  January  15,  1960  there  were  approximately 
2,375  severely  mentally  retarded  children  enrolled  in  208  special  train- 
ing classes. 

The  advantages  of  providing  such  mandatory  training  classes  for 
the  educable  mentally  retarded  have  been  clearly  proven.  The  young 
people  thus  educated  are  better  able  to  take  their  place  in  the  com- 
munity and  achieve  a  degree  of  independence  and  personal  dignity 
which  would  have  been  impossible  without  this  public  school  experi- 
ence. 

The  advantages  of  providing  classes  for  the  severely  mentally  re- 
tarded also  has  great  merit.  Quoted  below  is  an  excerpt  _from_  a  letter 
by  the  director  of  a  special  education  program  in  a  California  school 
district  which  maintains  a  program  for  the  severely  mentally  retarded. 
"I  have  felt  that  this  program  has  been  very  successful  _ in 
carrying  out  the  objective  of  a  program  of  this  nature,  which 
...  is  to  help  the  child  function  better  in  a  sheltered  environ- 
ment. The  children  are  able  to  improve  their  health  habits,  self- 
care,  socialization,  speech,  ability  to  use  their  hands,  and  in  gen- 
eral be  more  helpful  around  the  house  and  yard  through  the 
training  offered  in  this  program.  I  feel  that  many  of  them  can  be 
trained  to  work  in  a  sheltered  workshop  if  we  had  such  a  work- 
shop in  our  community  ... 

"Another  valuable  service  of  this  program,  we  feel,  is  the  help 
we  have  been  able  to  give  the  parents  in  accepting,  understanding, 
and  helping  these  children  ... 

"...  The  money  spent  on  the  training  of  these  children  is 
well  expended  when  one  thinks  of  the  increased  efficiency  of  these 
children  to  take  care  of  themselves  and  to  be  helpful  to  those 
supervising  them  as  well  as  the  relief  and  assistance  given  to  the 
parents. 

' '  I  feel  that  this  type  of  program  should  continue  to  be  available 
to  those  children  who  are  eligible  .  .  .  these  programs  should 
include  only  children  who  can  profit  from  the  training.  There 
are  many  severely  retarded  children  who  are  too  low  mentally  or 
too  emotionally  disturbed  to  be  included  in  the  trainable  group  and 
must  be  considered  full  custodial  as  contrasted  to  the  trainable." 

At  the  present  time  the  decision  of  whether  to  offer  classes  for  the 
severely  mentally  retarded  or  "trainable"  child  rests  with  the  local 
school  district.  Numerous  witnesses  urged  that  these  classes  should 
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be  made  mandatory.  A  strong  argument  for  this  action  was  made  by 
the  California  Council  for  Retarded  Children  and  is  repeated,  in  part, 
below : 

"We  maintain  that  the  majority  of  these  trainable  children  who 
could  benefit  greatly  by  special  classes  in  the  public  schools  are 
denied  the  opportunity  because  manj^  school  districts  have  elected, 
under  this  'permissive'  legislation,  not  to  provide  the  classes.  As 
evidence  that  this  vital  need  is  not  being  met  we  submit  the  fol- 
lowing figures :  Assuming  the  total  public  school  enrollment  in 
California  is  to  be  3,000,000  students,  the  incidence  of  'Point  2' 
children  in  this  number  is  approximately  0.3  percent  or  9,000 
children.  (According  to  the  State  i)epartment  of  Education  .  .  . 
the  incidence  of  'Point  2'  mentally  retarded  in  California  ranges 
from  0.23  percent  to  0.5  percent  of  the  total  school  enrollment. 
Therefore,  our  use  of  the  0.3  percent  figures  is  deemed  fair,  equi- 
table, and  on  the  conservative  side.)  The  most  recent  figures  issued 
by  the  Department  of  Special  Education  indicate  that  at  the 
present  time  [1960]  there  are  approximately  2,350  'Point  2'  stu- 
dents actually  enrolled  in  our  public  schools.  Where,  then,  are 
the  other  more  than  6,000  handicapped  children  who  fall  into  this 
category  ? 

' '  Many  are  in  their  own  homes  with  no  public  educational  oppor- 
tunity whatsoever.  Others  are  enrolled  in  the  private  training- 
school  programs,  many  times  in  a  makeshift,  part-time  program 
supported  on  a  catch-as-catch-can  basis  by  parent  groups  and 
interested  professional  and  lay  supporters  on  a  volunteer  basis. 
Still  others  are  in  residence  in  one  of  our  four  state  hospitals  for 
the  mentally  retarded,  at  a  cost  greatly  exceeding  the  public  school 
costs.  In  many  cases,  residence  in  the  hospital  would  not  be  neces- 
sary if  this  community  based  public  school  program  were  offered. 
In  this  case  the  deprivation  of  this  'Point  2'  child  of  special  edu- 
cational training  at  the  community  level  is  therefore  not  only 
sociall}^  and  morally  wrong,  but  it  is  a  most  unwise  and  uneconomic 
use  of  the  taxpayers'  money." 

The  subcommittee  feels  that  the  goals  outlined  in  the  statement  above 
are  commendable  and  that  all  local  school  districts  and  the  State  of 
California  should  strive  to  attain  them.  However,  the  subcommittee 
does  not,  at  this  time,  feel  it  can  responsibly  recommend  making  such 
classes  mandatory  in  the  public  school  system  of  California. 

As  California's  population  continues  to  rapidly  increase,  it  becomes 
more  and  more  difficult  to  maintain  the  efficiency  and  quality  of  the 
current  programs  for  the  educable  mentally  retarded.  Progress  in  this 
field  has  been  made  through  the  use  of  the  current  permissive  legisla- 
tion, as  shown  earlier  in  this  report.  While  the  subcommittee  in  no  way 
indicates  that  we  must  merely  remain  at  the  present  level,  it  appears 
that  there  are  several  prerequisites  which  must  be  attained  if  competent 
and  constructive  classes  for  the  severely  mentally  retarded  are  to  be 
offered. 

During  the  school  year  1959-60  there  were  approximately  2,375 
teachers  of  educable  mentally  retarded  children  in  the  public  schools. 
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Of  this  number  approximately  17  percent  had  less  than  the  standard 
credentials  to  teach  such  youngsters.  During  that  same  year  there  were 
208  teachers  of  the  severely  mentally  retarded;  approximately  30  per- 
cent of  these  were  teaching  on  less  than  standard  teaching  credentials. 
This,  incidentally,  does  not  include  personnel  who  have  supervisory, 
consultative,  or  administrative  responsibilities  in  the  operation  of  spe- 
cial classes  for  the  mentally  retarded.  Many  school  administrators  told 
this  subcommittee  of  the  great  difficulty  they  have  in  finding  qualified 
teachers  because  the  available  supply  is  so  small.  Later  in  this  report 
recommendations  are  made  to  help  alleviate  this  critical  shortage,  not 
only  for  teachers  of  the  mentally  retarded,  but  for  teachers  of  all  handi- 
capped children  and  adults. 

The  subcommittee  also  cannot  ignore  the  problem  of  school  housing. 
Adequate  classrooms  for  special  training  classes  do  not  now  exist  in 
many  schools  which  are  currently  offering  such  programs.  The  building 
of  classrooms  in  California  has  continued  to  be  a  difficult  and  unending 
problem.  It  is  no  secret  that  hundreds  of  California  children  are  on 
part-time  programs  because  of  a  lack  of  sufficient  classroom  space.  The 
building  of  classrooms  for  the  training  of  mentally  retarded  children 
has  not  kept  pace  with  the  current  demands  and  needs.  Without  ade- 
quate facilities,  no  program  as  demanding  as  this  one  can  fully  succeed. 
The  subcommittee  believes,  however,  that  encouragement  should  be 
given  to  school  districts  for  the  voluntary  expansion  of  the  ''Point  2" 
programs.  Such  encouragement  should  be  aimed  at  the  costs  of  instruc- 
tion and  facilities,  and  the  ability  of  school  districts  to  contract  for 
instruction  and  facilities  of  other  school  districts  and/or  public  and 
private  agencies. 

The  concept  of  school-home  co-operation  is  the  very  cornerstone  of 
the  curriculum  structure  as  it  is  currently  devised  for  severely  men- 
tally retarded  pupils.  Many  of  the  skills  taught  in  the  classroom  must 
be  made  automatic  through  repeated  use  in  real-life  situations.  The 
parent,  therefore,  must  play  an  important  educational  role. 

The  subcommittee  feels  that  working  with  parents  of  all  handicapped 
children  is  highly  important.  It  strongly  commends  those  agencies 
which  are  working  with  parents  of  handicapped  children  and  provid- 
ing them  with  a  greater  understanding  of  their  child,  as  well  as  allowing 
the  parent  to  more  adequately  help  the  child  to  improve  himself. 

In  this  connection,  the  excellent  work  in  parent  education  being  con- 
ducted at  the  John  Tracy  Clinic  in  Los  Angeles  should  be  noted.  The 
clinic  is  an  educational  center  for  preschool  age  deaf  and  hard  of  hear- 
ing children  and  their  parents.  The  purpose  of  the  clinic  is  to  find, 
encourage,  guide,  and  train  the  parents  of  deaf  and  hard  of  hearing 
children  in  order  to  reach  and  help  the  children,  and  to  help  the  parents 
themselves.  The  clinic  has  originated  a  correspondence  course  which 
provides  one  year  of  instruction  at  home.  In  addition,  it  offers  a  six 
weeks  summer  session  for  parents  and  children  living  outside  the  Los 
Angeles  area.  The  clinic  also  operates  a  teacher  training  program  with 
the  University  of  Southern  California. 

This  type  of  close  co-operation  between  private  agencies  and  educa- 
tional institutions  is  highly  commendable.  The  emphasis  upon  parent 
education,  while  not  new,  is  extremely  advantageous.  It  is  not  a  com- 


64  ASSEMBLY  INTERIM   COMMITTEE  ON  EDUCATION 

plete  answer,  but  it  should  be  emphasized  by  more  public  and  private 
associations. 

Many  school  districts  offer  classes  through  their  adult  education  pro- 
grams for  handicapped  individuals,  and  for  parents  of  handicapped  or 
mentally  retarded  children.  Approximately  5,000  adults  (or  one-half  of 
1  percent  of  the  total  adult  enrollments  in  the  public  schools)  last  year 
received  assistance  through  these  special  classes.  While  this  is  not  a 
large  number,  it  is  significant  that  school  districts  are  providing  such 
assistance  to  parents  who  could  receive  this  type  of  training  and  educa- 
tion in  no  other  way.  It  is  the  feeling  of  this  subcommittee  that  these 
particular  types  of  adult  education  classes  should  be  commended  and 
encouraged.  v 

A  request  was  made  to  the  subcommittee  that  the  Legislature  au- 
thorize a  study  to  be  conducted  which  would  thoroughly  evaluate  the 
"Point  2"  program  for  the  mentally  retarded.  This  study  should  also 
determine  if  this  program  is  an  appropriate  function  of  the  public 
schools  or  whether  it  might  not  more  properly  be  conducted  by  some 
other  state  or  local  agency.  This  is  a  question  which  is  asked  of  legisla- 
tors at  almost  every  session.  The  subcommittee  feels  that  such  a  study 
would  be  extremely  useful.  The  permissive  program  for  the  "Point  2" 
child  was  authorized  in  1951  and  no  comprehensive  or  adequate 
follow-up  study  has  been  conducted  by  the  Legislature  since  that  date. 
The  subcommittee  believes  that  before  these  provisions  of  the  law  are 
made  mandatory  a  thorough  evaluation  and  study  of  the  current  pro- 
grams should  be  undertaken  and  that  it  should  also  include  any  and  all 
possible  new  approaches  to  the  training  and  servicing  of  these  particu- 
lar children  in  California's  society. 

The  Teacher  Shortage 

The  quality  of  educational  programs  and  services  for  exceptional 
children  is  measured  by  the  abilities  and  qualifications  of  the  teachers 
and  administrative  personnel  who  provide  such  services.  Almost  every 
witness  appearing  before  this  subcommittee  commented  on  the  difficulty 
of  finding  qualified  teachers  trained  in  the  fields  of  special  education. 

A  study  by  the  State  Department  of  Education,  released  in  January 
1960,  shows  that  in  the  fields  where  California  requires  certification 
(the  visually  handicapped,  the  deaf  or  hard  of  hearing,  speech  correc- 
tion and  lip  reading,  the  mentally  retarded,  and  the  orthopedically 
handicapped)  there  is  a  critical  shortage  of  teachers  on  the  elemen- 
tary, junior  high,  and  high  school  level.  Colleges  and  universities  which 
conduct  programs  for  the  training  of  teachers  are  also  having  extreme 
difficulty  in  finding  qualified  personnel  to  staff  the  programs  at  the 
collegiate  level. 

While  the  recruitment  of  teachers  in  California  is  a  problem  in  gen- 
eral, recruitment  for  programs  of  special  education  is  a  particular 
problem  because  this  field  actually  represents  a  shortage  within  a  short- 
age. The  rate  of  increase  for  special  services  for  handicapped  young- 
sters is  more  than  twice  the  rate  of  increase  in  the  public  school  en- 
rollment at  large.  If  schools  have  problems  in  securing  regular  classroom 
teachers,  their  problems  in  securing  teachers  for  the  handicapped  is 
doubly  difficult. 
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The  number  of  special  education  teachers  must  be  rapidly  increased. 
In  order  to  do  this,  however,  there  must  be  an  adequate  number  of  col- 
lege and  university  professors  available  to  train  these  teachers.  Depart- 
ments of  special  education  on  college  and  university  campuses  cannot 
increase,  or  in  some  cases  even  begin,  their  training  programs  without 
qualified  collegiate  level  instructors.  In  this  connection  it  should  be 
noted  that  there  is  no  public  institution  of  higher  education  in  Cali- 
fornia that  offers  an  advanced  graduate  degree  in  the  education  of 
exceptional  children  for  students  who  wish  to  study  beyond  the  master 's 
degree.  If  Californians  seek  doctoral  degrees  in  this  field  they  must  go 
out  of  the  State  to  obtain  them.  The  subcommittee  finds  this  gap  in  the 
curriculum  of  the  University  of  California  unfortunate. 

The  federal  governm.ent  "has  recently  initiated  a  fellowship  program 
in  the  field  of  mental  retardation  for  the  professional  training  of  college 
and  university  personnel  and  for  supervisory  and  administrative  per- 
sonnel in  the  public  schools.  California  recipients  of  such  fellowships 
must  leave  this  State  in  order  to  pursue  their  studies  beyond  the 
master's  degree. 

With  one  of  the  finest  systems  of  higher  education  in  the  United 
States,  California  should  not  be  lacking  in  giving  qualified  individuals 
the  opportunity  to  do  advanced  work  in  this  field.  Not  only  is  this  a 
great  loss  to  the  student,  but  it  is  an  even  greater  loss  to  the  children 
of  California. 

During  the  spring  of  1948  San  Francisco  State  College  inaugurated, 
as  a  result  of  special  legislative  act,  a  program  for  the  training  of 
teachers  of  all  types  of  exceptional  children.  In  the  fall  of  1950  the  pro- 
gram was  expanded  to  provide  graduate  work  leading  to  a  master's 
degree  with  a  major  in  education  of  exceptional  children.  San  Francisco 
State  College  has  continued  to  expand  and  develop  its  educational  pro- 
gram for  teachers  of  exceptional  children.  The  college  has  received 
money  from  the  federal  government  for  the  establishment  of  several 
research  centers  connected  with  the  training  and  educating  of  indi- 
viduals in  this  field. 

The  current  curriculum  of  San  Francisco  State  College  provides  for 
instructional  training  in  the  fields  of  speech  and  hearing,  visually 
handicapped  and  the  blind,  mental  retardation,  orthopedically  handi- 
capped, vocational  rehabilitation,  etc.  The  college's  facilities  and  in- 
structional program  in  the  field  of  special  education  are  considered 
one  of  the  finest  in  the  United  States. 

Until  the  last  session  of  the  Legislature  it  was  not  possible  for  state 
colleges  to  offer  doctoral  degrees.  The  master  plan  for  higher  education 
adopted  at  the  last  session,  however,  authorized  the  University  of  Cali- 
fornia and  the  state  colleges  to  work  jointly  to  grant  doctoral  degrees 
in  selected  fields  when  practical.  The  field  of  special  education  is  an 
excellent  area  for  co-operation  in  providing  adequate  educational  pro- 
grams. This  would  eliminate  the  unnecessary  and  costly  duplication 
of  effort  and  program  in  this  highly  specialized  field.  It  would  certainly 
serve  the  best  interests  of  the  people  of  the  State  of  California. 
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FINDINGS 

1.  The  rapid  increase  in  the  cost  of  living  and  other  economic  condi- 
tions have  made  the  present  minimum  allowance  receivable  under  the 
State  Teachers'  Retirement  System  inadequate. 

2.  Many  teachers  who  retired  some  years  ago  with  reasonable  re- 
tirement benefits  are  now  having  great  difficulty  living  on  those  same 
retirement  benefits.  Some  retired  teachers  are  receiving  as  little  as 
$1,300  per  year  or  less  in  retirement  benefits. 

3.  Many  people  are  experiencing  difficulties  in  transferring  from  one 
retirement  system  to  another.  Often  piecemeal  legislation  has,  in  cor- 
recting one  specific  problem,  created  many  others. 

4.  The  State  Teachers'  Eetirement  System  should  be  treated  as  one 
single  coverage  group  and  should  not  be  split  into  smaller  segments  for 
specific  purposes  and  particular  benefits. 

5.  There  appears  to  be  some  disagreement  and  concern  over  whether 
the  State  Teachers'  Retirement  System  should  continue  to  be  operated 
on  a  funded  basis. 

6.  The  inclusion  in  1959  of  death  and  survivor  benefits  under  the 
State  Teachers'  Retirement  System  has  lessened  the  desire  of  many 
teachers  for  inclusion  under  social  security,  although  some  sentiment 
for  voluntary  inclusion  still  exists. 

7.  Individuals  are  often  hired  to  advise  school  districts  on  educational 
and  noneducational  matters  not  directly  related  to  classroom  instruc- 
tion. They  are  actually  in  the  nature  of  independent  contractors  and, 
in  some  instances,  the  purposes  of  the  State  Teachers'  Retirement  Law 
have  been  contravened  by  allov.dng  these  individuals  to  receive  retire- 
ment benefits  under  the  State  Teachers'  Retirement  System. 
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RECOMMENDATIONS 

1.  The  present  minimum  allowance  receivable  under  the  State  Teach- 
ers' Ketirement  System  should  be  increased  from  the  present  $70  per 
year  of  service  to  $80  per  year  of  service.  The  provisions  of  Assembly 
Bill  2908,  introduced  at  the  1959  General  Session  of  the  Legislature, 
should  be  approved  without  further  delay. 

2.  A  major  and  comprehensive  study  of  the  State  Teachers'  Retire- 
ment and  other  state  retirement  systems  should  be  conducted, 

3.  Since  the  State  Teachers'  Retirement  System  was  designed  to 
provide  benefits  for  individuals  directly  related  to  classroom  instruc- 
tion, we  recommend  that  all  persons  employed  on  a  part-time  basis  in 
positions  other  than  for  service  as  teachers  and  principals  of  day  or 
evening  schools  should  be  excluded  from  membership  and  credit  in  the 
State  Teachers '  Retirement  System. 
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REPORT  OF  SUBCOMMITTEE 

INTRODUCTION 

During  the  1959  Session  of  the  Legislature  numerous  bills  proposing 
changes  in  the  State  Teachers'  Retirement  System  were  introduced. 
Some  of  these  bills  were  passed  by  the  Legislature  and  signed  into  law 
by  the  Governor.  Several  others,  however,  were  deemed  controversial 
or  important  enough  to  warrant  further  study  before  action  on  them 
would  or  could  be  wisely  taken  by  the  Legislature.  They  were,  there- 
fore, referred  to  the  Assembly  Literim  Committee  on  Education. 

The  Subcommittee  on  Teachers'  Retirement  was  established  to  fur- 
ther study  the  following  bills:  Assembly  Bill  1198  (George  Brown), 
Assembly  Bill  1289  (Donahoe),  Assembly  Bill  1413  (Donahoe),  Assem- 
bly Bill  1469  (Bee),  Assembly  Bill  2098  (George  Brown),  Assembly 
Bill  2577   (Masterson),  and  Assembly  Bill  2908   (Gaffney). 

The  Subcommittee  on  Teachers'  Retirement  held  one  hearing  on  the 
above  mentioned  bills  in  Los  Angeles  on  November  3,  1959.  At  that 
time  the  subcommittee  heard  testimony  from  opponents  and  proponents 
of  the  various  proposals.  Members  of  the  subcommittee  were  able  to 
have  a  more  complete  briefing  on  the  contents  and  consequences  of 
these  bills  and  an  opportunity  to  more  thoroughly  question  witnesses 
than  they  had  had  in  the  midst  of  a  busy  legislative  session. 

Although  the  subcommittee  was  dealing  with  specific  bills  there  were 
basic  and  general  issues  that  had  to  be  used  as  a  framework  against 
which  evaluations  and  decisions  had  to  be  made.  The  subcommittee 
always  tried  to  discuss  the  general  proposals  of  the  bills  rather  than 
the  specific  details  of  them. 

A  general  problem  which  has  arisen  is  that  various  retirement  sys- 
tems have  been  established  at  various  times  in  various  places.  Since 
these  systems  have  been  established  at  different  times,  various  philoso- 
phies were  adopted  upon  which  they  were  predicated.  The  net  result 
of  this  is  that  often,  in  our  highly  mobile  society,  a  person  who  wishes 
to  change  his  occupation  or  locality  finds  himself  in  the  problem  of 
adapting  one  retirement  system  to  another.  He  finds  that  the  conflict 
of  philosophies  has  produced  specific  difficulties  for  him.  The  basic 
philosophy  of  retirement  has  thus,  oftentimes,  had  side  effects  which 
were  not  originally  intended  or  anticipated. 

In  some  cases,  people  have  brought  these  difficulties  to  the  attention 
of  the  Legislature  with  specific  bills  to  solve  specific  problems  of  con- 
flict. In  so  doing,  many  times  additional  problems  have  been  created 
for  other  groups  or  individuals  covered  by  retirement  systems. 

In  listening  to  witnesses  and  in  evaluating  their  testimony,  the  sub- 
committee also  tried  to  keep  in  mind  that  everyone  sees  a  problem 
from  his  own  particular  vantage  point.  Misunderstandings  often  exist 
because  people  are  looking  at  the  problem  from  completely  different 
assumptions  and  philosophies.  Many  people,  for  example,  consider  re- 
tirement as  a  fringe  benefit  to  their  employment.  They  feel  they  are, 
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therefore,  entitled  to  all  money  contributed  to  their  retirement  fund  no 
matter  who  has  contributed  the  money.  Other  people  and  organizations 
look  upon  a  retirement  system  as  a  contract,  which  must  be  fulfilled  on 
both  sides  before  anyone  has  a  complete  vested  interest  in  any  retire- 
ment moneys. 

The  subcommittee  did  not  have  enough  time  or  money  at  its  disposal 
to  conduct  a  thorough  and  intensive  study  of  the  State  Teachers'  Ke- 
tirement  System  or  the  many  problems  and  questions  facing  it.  How- 
ever, from  the  subcommittee's  brief  work  it  is  apparent  that  a  major 
and  comprehensive  study  needs  to  be  conducted.  For  example,  should 
the  State  Teachers'  Retirement  System  be  on  an  actuarial  basis  rather 
than  on  a  funded  basis?  And  if  so,  how  could  this  best  be  accomplished? 
Obviously,  this  is  just  one  elementary,  but  basic  question  which  is  de- 
serving of  further  study  and  elevation. 

If  further  study  is  undertaken,  it  is  the  subcommittee's  belief  that 
it  should  be  conducted  on  a  contract  basis  with  an  agency  outside  the 
Legislature.  Such  an  agency  should  be  fully  acquainted  with  retire- 
ment systems  and  the  current  financial  situation,  not  only  in  California, 
but  in  the  entire  nation. 

The  following  report  is  a  synopsis  of  the  testimony  presented  at  the 
hearing  in  Los  Angeles  as  it  pertains  to  the  specific  bills  referred  for 
interim  study  and  upon  which  the  subcommittee  has  based  its  conclu- 
sions, recommendations,  and  proposed  legislation. 

ASSEAABLY  BILL  1198 
Analysis  of  the  Bill 

Assembly  Bill  1198  deals  with  the  use  of  funds  paid  by  the  teachers 
of  the  Los  Angeles  School  District  into  their  local  retirement  system. 
It  is  proposed  that  an  election  among  the  members  of  the  local  system 
be  held.  If  the  election  shows  that  a  majority  of  the  active  employees  of 
the  district  so  desire,  the  local  s^^stem  shall  be  abandoned  and  contri- 
butions of  the  local  school  district  be  used  to  pay  the  employees'  con- 
tributions to  the  State  Teachers '  Retirement  System  which  are  required 
for  past  service.  The  members'  contributions  to  the  district  would  be 
returned  to  them. 

Leo  J.  Reynolds,  Executive  Officer,  State  Teachers'  Retirement  System 

The  State  Teachers'  Retirement  Board  questions  the  propriety  of 
using  public  funds  to  pay  contributions  ordinarily  required  of  the  indi- 
vidual. This  is  contrary  to  most  established  retirement  practices. 

If  the  Los  Angeles  School  District  system  were  completely  wiped  out 
and  there  was  no  changeover  something  would  have  to  be  given  to  the 
employees  to  replace  the  loss  of  retirement  benefits  which  would  be 
caused  by  such  an  abandonment.  In  this  case,  however,  the  emploj^ees 
are  going  to  have  better  retirement  benefits  under  the  State  Teachers' 
Retirement  Sj^stem  than  they  currently  have  under  the  Los  Angeles 
System. 

There  is  a  difference  also  in  the  funding  of  these  two  systems.  The 
State  System  is  a  partially  funded  system.  Only  the  members'  contri- 
butions are  reserved.  Public  contributions  are  not  paid  into  the  State 
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System  until  the  member  retires.  Then  contributions  are  paid  in 
amounts  required  to  pay  the  annual  allowances  which  are  not  provided 
by  the  contributions  of  the  employee. 

The  Los  Angeles  System  is  on  a  full  reserve  basis.  The  employer  and 
the  employee  pay  contributions  as  to  services  rendered  with  the  idea 
that  at  the  member's  retirement  there  will  be  a  fund  of  money  to  pay 
for  retirement  benefits.  The  Los  Angeles  System  would  not  require 
further  contributions  from  either  the  public  or  the  employee  to  meet 
its  obligations.  Los  Angeles  taxpayers  have  paid  into  the  local  system 
certain  contributions  to  take  care  of  future  benefits  to  the  employees. 

If  the  local  system  is  abandoned  Los  Angeles  taxpayers  will  not  be 
relieved  of  their  obligation  to  pay  future  state  taxes  to  take  care  of  the 
benefits  that  the  State  System  will  pay  in  the  future.  If  the  contribu- 
tions paid  into  the  local  system  by  Los  Angeles  taxpayers  are  used  for 
some  purpose  other  than  to  pay  retirement  allowances,  the  taxpayers 
of  Los  Angeles  are  still  going  to  be  liable  for  their  state  share  of  the 
public  costs  of  teachers'  retirement  benefits  which  will  be  paid  in  the 
future.  These  funds  could  certainly  be  properly  used  by  the  Los  An- 
geles school  board  to  pay  its  future  contributions  to  the  State.  This 
would  result  in  a  saving  to  the  Los  Angeles  taxpayer  in  the  future. 

The  abandonment  of  the  local  system  is  a  matter  for  the  people  in 
Los  Angeles  to  decide.  The  teachers  who  are  retiring  in  Los  Angeles 
today  are,  however,  invariably  withdrawing  their  contributions  from 
the  local  system  and  paying  them  into  the  State  System  because  they 
find  it  has  better  benefits. 

The  burden  of  loss  is  being  shifted  from  Los  Angeles  to  the  State 
when  the  local  system  is  abandoned.  That  shifting  already  exists  because 
the  law  provides  that  if  the  member  desires  to  withdraw  his  contribu- 
tions from  the  local  system  he  may  immediately  apply  to  pay  the  con- 
tribution which  he  would  have  paid  the  State  had  there  been  no  local 
system.  At  that  point  the  obligation  is  shifted  from  Los  Angeles  to  the 
State,  so  the  employee  suffers  no  loss. 

W.  R.  Barker,  President,  Los  Angeles  Oty  College  Faculty  Association 

In  1937  the  Los  Angeles  City  School  District  found  it  was  having 
trouble  recruiting  teachers  because  of  the  inadequacy  of  the  State 
Teachers'  Eetirement  System.  Consequently,  the  district  established 
what  was  then  an  adequate  retirement  system.  What  was  adequate  in 
1937,  however,  is  hopelessly  out  of  date  today  and  the  city  has  allowed 
the  local  system  to  get  further  and  further  behind  the  times. 

A  few  years  ago  the  classified  employees  abandoned  their  local  retire- 
ment system  and  went  under  the  State  Employees'  Retirement  System. 
It  has  been  said  that  Assembly  Bill  1198,  which  would  return  to  the 
teachers  the  amounts  they  have  contributed  to  the  local  system,  was 
unfair  to  the  classified  people  who  received  no  return.  However,  the 
classified  people  took  all  the  money  they  contributed,  all  the  money  the 
city  had  contributed,  plus  an  additional  $17  million  contributed  by  the 
city  to  buy  themselves  into  the  State  Employees'  System.  Such  amounts 
are  not  necessary  in  the  case  of  the  teachers  because  the  local  system 
was  much  more  favorable  to  the  certificated  people  than  it  was  to  the 
classified  employees. 
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I  have  several  suggestions  to  make  which  would  strengthen  the 
proposal  contained  in  Assembly  Bill  1198  : 

1.  No  contribution  or  credited  interest  of  any  employee  entitled  to 
retirement  benefits  for  years  of  military  service  be  returned  to  him 
for  the  period  during  which  he  made  no  contribution. 

2.  The  cost  of  administering  the  discontinuation  of  the  system  should 
be  borne  by  the  local  retirement  system.  Such  cost  should  be  borne 
equally  by  the  teachers  and  the  city. 

3.  Those  teachers  already  retired  shall  receive  the  same  benefits  from 
the  discontinuation  of  the  system  as  though  they  were  now  members. 

4.  Young  teachers  who  may  have  to  make  payments  of  up  to  $100 
to  $200  should  have  their  expenses  paid  out  of  the  funds  now  existent 
in  the  local  retirement  system. 

People  have  said  that  the  teachers  are  having  their  way  fully  paid. 
That  statement  is  misleading.  When  we  came  into  the  local  system 
in  1937,  we  were  told  that  upon  the  discontinuance  of  the  system  all 
funds,  both  city  and  teacher  contributions,  would  be  returned  to  the 
teachers.  From  the  teachers'  point  of  view  this  money  has  been  con- 
sidered as  a  part  of  their  salary. 

Hank  Ziveiz,  Executive  Secretary,  Los  Angeles  Local  7027, 
American  Federation  of  Teachers 

The  American  Federation  of  Teachers,  Local  1021,  has  consistently 
opposed  the  discontinuation  of  the  Los  Angeles  Retirement  System.  We 
will  continue  to  oppose  such  a  change  until  the  Legislature  or  the 
courts  reach  an  agreement  on  the  disposition  of  the  many  millions  of 
dollars  in  the  tax  contributed  pension  fund.  The  special  tax  rate  estab- 
lished for  the  retirement  fund  was  established  as  a  benefit  in  lieu  of 
wages  in  order  to  attract  teachers  into  the  Los  Angeles  City  School 
District.  Local  1021  will  resist  any  dissolution  of  the  local  system  with- 
out a  firm  commitment  that  the  teachers  have  a  vested  interest  in  this 
pension  fund.  The  legal  basis  for  vested  interest  has  been  established 
time  and  again  in  employer-contributed  retirement  systems  in  private 
industry. 

Lloyd  Lafot,  Representative  for  the  Los  Angeles  Chamber  of  Commerce 

If  the  teachers  of  the  Los  Angeles  School  District  wish  to  withdraw 
from  the  local  retirement  system  and  join  the  State  System,  they  are 
free  under  the  present  law  to  do  so  upon  retirement.  To  provide  that 
the  teachers'  cost  of  buying  into  the  State  System  be  financed  from  the 
reserve  in  the  local  system,  which  has  been  raised  from  taxes  to  pay 
the  taxpayers'  share  of  the  cost  of  retirement  of  school  employees,  and 
to  refund  to  the  teachers  entering  the  State  System  their  own  contri- 
butions, is  completely  indefensible. 

For  almost  five  years,  Los  Angeles  teachers  have  had  the  option  of 
retiring  under  the  State  System  and  for  the  last  three  years  all  of 
those  eligible  for  retirement  have  chosen  to  do  so  because  the  benefits 
are  more  attractive.  In  making  this  transfer,  however,  their  own  con- 
tributions have  been  used  to  buy  into  the  State  System. 

Both  systems  have  recognized  the  principle  of  sharing  costs  by 
employer  and  employee.   The  only  legitimate  use  of  the  taxpayers' 
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contributions  in  the  reserve  fund  is  for  the  payment  of  the  employees' 
share  of  the  costs  of  retirement.  Refunding  the  employees'  contribu- 
tions violates  the  fundamental  principle  of  the  whole  plan. 

Until  the  local  system  is  dissolved,  annual  tax  levies  will  continue 
to  build  its  reserves  even  higher.  It  becomes  increasingly  important  to 
the  taxpayers  of  the  Los  Angeles  City  School  District  that  any  legisla- 
tion affecting  the  disposition  of  the  assets  in  the  local  reserve  fund  be 
used  only  for  the  purpose  for  which  they  were  raised— to  pay  the  tax- 
payers' share  of  retirement  costs. 

Robert  E.  McKay,  Governmenfal  Relations  Executive, 
California  Teachers'  Association 

The  California  Teachers'  Association  opposed  the  principle  behind 
Assembly  Bill  1198.  We  feel  the  members  should  make  up  from  their 
own  resources  any  deficit  which  may  exist,  if  and  when  they  transfer 
from  the  local  to  the  State  System.  It  would  be  difficult  to  justify  the 
use  of  publicly  raised  funds  to  pay  the  members'  contribution  and 
then  make  a  refund  to  the  member  of  the  money  he  had  contributed. 
This  violates  one  of  the  basic  principles  which  the  CTA_  believes 
should  exist  in  any  retirement  system.  It  should  be  a  participating 
system  in  which  the  members  and  the  employing  agency  share  equally 
in  the  cost  of  paying  for  retirement. 
Max  Benton,  Schools  Consultant,  California  Taxpayers'  Association 

This  bill  is  the  result  of  events  growing  out  of  1955  legislation  con- 
cerning procedures  for  the  dissolution  of  the  Los  Angeles  School 
District  Retirement  System.  Noncertificated  employees  voted  to  mth- 
draw  from  the  local  system  and  became  members  of  the  State  Em- 
ployees' Retirement  Svstem.  Certificated  employees  who  are  members 
of  both  the  State  Teachers'  Retirement  System  and  the  district  system, 
by  their  vote  prevented  the  discontinuance  of  the  local  system. 

Local  property  taxes  are  still  levied  to  maintain  the  district  system 
even  though  teachers  no  longer  are  choosing  to  use  it  for  retirement. 
Los  Angeles  taxpavers  thus  have  an  added  tax  burden  to  finance 
contributions,  not  only  to  the  local  system  which  now  is  unneeded,  but 
to  the  State  System  as  well.  At  the  present  time  there  is  a  reserve  m 
the  District  Retirement  Fund,  after  allowing  for  obligations,  of  approx- 
imatelv  $85,000,000.  ^         ,..,.,,. 

The' California  Taxpayers'  Association  is  opposed  to  this  legislation 
because  it  places  a  disproportionate  share  of  retirement  costs  on  the 
taxpayer.  This  proposal  would  utilize  tax  accumulations  m  the  local 
system  to  pav  the  teachers'  personal  obligation  to  the  State  System. 
The  California  Taxpavers'  Association  does  favor  legislation  to  make 
possible  the  dissolution  of  this  surplus  retirement  system  with  the 
approval  of  the  teacher  members.  While  surplus  tax  money  m  the  local 
system  should  be  used  for  taxpayer  benefit  in  the  event  of  dissolution 
proper  teacher  interests  must  be  safeguarded.  Future  legislation  might 
well  guarantee  that  no  teacher  receive  a  lesser  benefit  under  the  State 
System  than  he  would  have  received  under  the  district  systeni.  H^ach 
teacher's  accumulated  contributions,  including  interest,  should  be  used 
to  settle  his  individual  obligation  to  the  State  System,  but  m  the  event 
these  contributions  are  inadequate,  they  should  be  supplemented  from 
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accumulated  tax-fiuanced  reserves.  The  excess  tax-derived  reserves 
should  be  used  to  pay  the  Los  Angeles  School  Districts'  future  tax 
obligations  to  the  State  System.  This  would  use  the  retirement  re- 
serves for  the  purpose  for  which  the.y  were  originally  levied. 

Jack  P.  Crowfher,  Associate  Superintendent, 
Los  Angeles  City  School  District 

The  State  Teachers'  Retirement  System  law  provides  for  fixing  rates 
of  contributions  for  all  members  of  the  system.  Under  this  bill  the 
Los  Angeles  School  District's  teachers  would  be  given  special  treat- 
ment. Assembly  Bill  1198  would  also  give  to  these  persons,  as  com- 
pared to  persons  withdrawing  from  the^  district  system  in  the  past, 
the  right  to  have  their  debt  to  the  State  System  paid  from  local  pub- 
lie  reserves  and  to  receive  the  refund  of  their  own  accumulated  con- 
tributions. Under  the  Los  Angeles  Retirement  Law,  this  public  portion 
is  applied  to  a  member's  benefit  only  if  he  meets  certain  local  require- 
ments. To  give  it  to  him  when  he  becomes  a  full  member  of  the  State 
System  grants  two  benefits  for  the  same  service  and  taxes  the  public 
twice  for  the  same  purpose. 

This  legislation  also  contemplates  that  the  district  system  shall 
pay  certain  contributions  for  individuals  who  transfer  to  the  State 
System.  For  retirement  purposes  such  contributions,  it  is  assumed, 
would  have  to  be  considered  as  contributions,  by  the  members,  but  for 
tax  purposes  they  probably  would  have  to  be  considered  and  admin- 
istered separately.  This  would  create  considerable  confusion  and  bur- 
den for  the  State  System  and  the  individual  members  concerned. 

[Note:  A  question  was  raised  at  the  hearing  as  to  who  actually  had  a  vested 
interest  in  the  moneys  in  the  Los  Angeles  City  School  District's  Retirement  Fund. 
The  subcommittee  obtained  a  legislative  counsel's  opinion  on  this  question.  The 
opinion  (No.  4340)  states  that  the  exact  interest  which  members  of  the  Los  An- 
geles District  Retirement  Salary  Plan  have  in  the  funds  of  that  system  defies 
precise  legal  definition  because  the  courts  have  never  categorically  defined  such 
interest.  The  opinion  concludes,  however,  that  a  member  of  the  Los  Angeles  Dis- 
trict Retirement  Salary  Plan  has  an  "interest"  in  his  contributions  to  the  extent 
that  he  is  entitled  to  have  the  contributions  returned  to  him  upon  the  termination 
of  his  employment  or  membership  in  the  system.  Regarding  public  contributions,  the 
legislative  counsel  finds  that  the  courts  have  recognized  to  an  extent  an  "interest" 
by  the  members  of  a  retirement  system  in  the  "pension  fund"  thereof.  The  deci- 
sions of  the  courts  imply  that  the  members  of  the  retirement  system  have  some 
form  of  "interest"  in  the  funds  of  the  system.] 

ASSEMBLY  BILL   1289 
Analysis  of  the  Bill 

This  bill  proposed  that  certificated  employees  in  the  office  of  the 
county  superintendent  of  schools,  who  receive  a  salary  from  both  the 
county  schools  service  fund  and  the  county  general  fund,  shall  have  the 
right  to  elect  membership  in  either  the  State  Teachers'  Retirement 
System  or  the  County  Retirement  System.  It  further  provided  that 
any  such  employee  who  is  already  a  member  of  either  of  such  systems 
may  elect  to  transfer  his  membership  to  the  other  system.  It  also  pro- 
vided that  the  accumulated  contributions  of  both  the  employee  and 
the  employer  previously  made  to  the  original  system  shall  be  trans- 
ferred to  that  system  in  which  the  employee  elects  to  become  a  member. 
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Leo  J.  Reynolds,  Executive  Officer,  Stafe  Teachers'  Retirement  System 

When  a  proposal  calls  for  a  transfer  of  employer  contribtntions,  very 
ffrievous  problems  are  presented.  The  Teachers'  Retirement  System  ^ 
not  on  a  reserve  basis  so  far  as  public  contributions  are  concerned. 
Therefore,  there  have  been  no  contributions  paid  to  this  system  on 
behalf  of  'any  emplovee.  It  would  be  impossible  for  the  State  System 
to  transfer  any  emplover  contributions  to  the  county  system  when 
an  employee  was  transferring  from  the  State  System  to  the  latter. 
Although' most  of  the  county  systems  are  on  a  reserve  basis,  it  is 
doubtful  whether  there  are  any  employer  contributions  m  the  county 
retirement  fund  which  could  be  allocated  to  an  individual  employee 
We  see  no  necessity  for  the  bill  because  a  certificated  employee  ot 
a  county  superintendent's  office  already  has  the  right  to  become  a 
member  of  the  State  System  and  to  receive  credit  for  service  rendered 
in  that  capacity.  Possibly  there  needs  to  be  an  amendment  of  the 
county  emplovees'  retirement  law  which  would  permit  a  certificated 
employee  of  the  county  superintendent,  who  receives  a  part  ot  his 
salary  from  the  county  general  fund,  to  elect  to  be  excluded  from  the 
countv  system.  If  the  law  permitted  such  an  exclusion,  and  the  member 
elected  to  be  so  excluded,  he  would  automatically  become  a  member 
of  the  State  System.  I  am  certain  employees'  retirement  systems  would 
not  prohibit  persons  who  receive  all  or  part  of  their  salary  from  the 
school  service  fund  from  being  members  of  the  county  system. 

ASSEMBLY  BILL  1413 
Analysis  of  the  Bill 

This  bill  provides  that  the  governing  board  of  any  school  district, 
with  the  approval  of  the  county  superintendent  of  schools,  may  estab- 
lish a  position  or  positions  with  titles  not  listed  in  the  Education  Code, 
but  which  could  locally  require  certification  documents,  as  certificated 
positions  for  the  purposes  of  inclusion  in  and  credit  under  the  State 
Teachers'  Retirement  System. 
Leo  J.  Reynolds,  Executive  Officer,  State  Teachers'  Retirement  System 

The  State  Teachers'  Retirement  System  is  primarily  intended  to 
provide  retirement  benefits  to  persons  employed  in  teaching  positions. 
All  other  persons  employed  in  administering  or  supervising  educa- 
tional programs  in  the  public  schools  and  required  by  law  to  hold 
credentials  are  also  included  in  the  system.  There _  are  many  other 
administrative  and  supervisory  positions  in  school  districts  where  the 
duties  are  not  of  an  educational  nature.  Currently  in  these  latter 
positions  the  incumbents  are  not  required  to  hold  credentials  and, 
therefore,  have  not  been  members  of  the  State  Teachers'  Retirement 
System.  Assembly  Bill  1413  proposes  that  such  individuals  can  be 
classed  as  certificated  employees  if  the  local  governing  board,  with 
the  approval  of  the  county  superintendent,  requires  the  incumbents  to 
hold  credentials. 

This  will  create  an  intolerable  situation.  It  could  mean  that  one 
employee  may  be  classed  as  certificated  while  another  employee  in 
the  same  district  and  performing  the  same  services  may  be  classed 
as  noncertificated. 
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The  State  General  Fund  provides  the  major  portion  of  the  public 
cost  of  retirement  benefits.  As  the  result  of  this  proposed  legislation 
the  State  would  be  assuming  obligations  to  pay  retirement  benefits  of 
persons  who  are  not  employed  in  a  purely  educational  capacity.  Cur- 
rently, noncertificated  employees  are  members  of  the  State  Employees' 
Eetirement  System  under  contract  between  that  system  and  the  sep- 
arate districts,  and  the  local  districts  provide  the  entire  public  cost 
of  the  retirement  allowances  arising  from  noncertificated  service.  The 
only  advantage  in  this  particular  legislation  would  lie  with  the  em- 
ploying district.  Any  shift  of  employees  to  the  State  Teachers'  Retire- 
ment System  would  result  in  the  State  having  to  assume  a  larger 
liability  from  the  General  Fund.  x 

From  the  standpoint  of  the  eventual  retirement  allowances  to  indi- 
vidual employees  it  is  not  material  as  to  which  retirement  system  the 
member  contributes  and  under  which  he  receives  credit  for  his  services. 
The  two  systems  provide  for  reciprocal  provisions,  so  that  if  a  certifi- 
cated employee  assumes  a  noncertificated  position  in  a  school  district 
and  becomes  a  member  of  the  State  Employees'  Retirement  System  he 
has  a  full  vesting  of  his  interest  under  the  State  Teachers'  Retirement 
System  for  the  service  credited  thereunder.  When  he  retires  he  receives 
benefits  from  the  two  separate  systems,  but  the  aggregate  of  the  two 
benefits  is  approximately  equal  to  what  the  person  would  have  received 
under  one  system  alone  had  all  of  his  service  been  credited  under  that 
one  system. 

Richard  C.  Bartlett,  Executive  Director,  California 
School  Employees'  Association 

The  Education  Code  provides  for  the  issuance  of  certificates  and  cre- 
dentials for  certain  positions  within  the  educational  field.  Positions 
other  than  those  listed  do  not  require  certification  qualifications.  How- 
ever, there  are  certain  positions  not  requiring  certification  qualifica- 
tions, the  salary  of  which  is  sufficient  enough  to  be  attractive  to  both 
classified  and  certificated  personnel.  For  example,  the  positions  of  busi- 
ness manager,  assistant  business  manager,  administrative  assistant, 
supervisors  of  maintenance  and  operations,  of  transportation,  of  cafe- 
terias, etc.  The  California  School  Employees'  Association  believes  these 
should  not  be  certificated  positions. 

The  problem  is  to  retain  the  position  as  a  part  of  the  classified  service, 
but  at  the  same  time  to  make  the  position  available  to  the  most  qualified 
individual  within  the  system  whether  that  person  be  classified  or  cer- 
tificated. The  trend  seems  to  be  to  employ  certificated  personnel  in  these 
positions  and  then  attempt  to  permit  the  certificated  employee  to  bring 
with  him  the  benefits  and  job  security  enjoyed  as  a  certificated  employee 
rather  than  accepting  all  the  benefits  available  to  him  under  the  classi- 
fied sj'stem.  As  a  result  of  this  situation,  many  attempts  have  been  made 
to  provide  the  retention  of  such  employees  in  the  State  Teachers'  Retire- 
ment System  and  also  to  provide  them  with  retention  of  their  certifi- 
cated status  while  being  employed  in  a  classified  position. 

The  only  objective  that  can  be  attained  through  requiring  certifica- 
tion qualifications  of  other  than  professional  educational  positions  is  to 
restrict  that  position  to  a  group  of  employees  who  may  or  may  not  be 
qualified  to  fill  such  a  position. 
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We  recommend  that  a  suitable  section  be  included  in  the  Education 
Code  which  would  specifically  provide  that  a  governing  board,  a  county 
superintendent  of  schools,  or  any  other  governing  entity  of  a  public 
educational  institution  be  prohibited  from  listing  certification  qualifica- 
tions as  a  prerequisite  for  the  employment  of  any  person  m  a  position 
not  specifically  requiring  certification  qualifications  by  the  E^ducation 
Code. 

Robert  E.  McKay,  Governmenfal  Relations  Executive, 
California  Teachers'  Association 

This  bill  permits  local  determination  of  whether  a  given  class  ol  em- 
ployment should  or  should  not  be  listed  in  the  certificated  service  tor 
purposes  of  retirement.  i      ^A  \.^  u. 

All  certificated  persons  in  the  public  school  system  should  be  in- 
cluded under  the  State  Teachers'  Retirement  System,  but  the  deter- 
mination as  to  certification  requirements  for  various  positions  should 
and  must  be  made  at  the  State  level.  If  we  allow  local  districts  to  decide 
which  positions  will  or  will  not  be  certificated  we  will  have  enormous 

deviations  between  districts.  i,     i  j  v.    v^f .^^^ 

A  maior  revision  of  the  California  credential  system  should  be  before 
the  Legislature  in  1961.  It  would  be  unwise  at  this  time  to  make  the 
changes  proposed  by  this  legislation  because  they  may  be  obviated  by 
basic  revisions  in  the  credential  structure. 

ASSEMBLY  BILL  1469 
Analysis  of  the  Bill 

This  bill  would  permit  business  managers,  assistant  business  man- 
agers, administrative  assistants,  or  co-ordinators,  who  hold  either 
teachers'  certificates  or  supervisory  administrative  credentials,  to  elect 
to  become  members  of  the  State  Teachers'  Retirement  System. 

Leo  J.  Reynolds,  Executive  Officer,  State  Teachers'  Retirement  System 

It  is  questionable  whether  it  would  be  proper  to  give  credit  under  the 
State  Teachers'  Retirement  System  for  noneducational  services,  ihe 
State  provides  the  major  portion  of  the  public  contributions  for  services 
credited  under  the  State  Teachers'  Retirement  System,  while  the  local 
district  pays  the  public  contributions  for  services  credited  as  the  result 
of  noncertificated  employment. 

ASSEMBLY  BILL  2098 
Analysis  of  the  Bill 

This  bill  would  permit  a  local  school  district  to  cover  its  teachers  by 
social  security,  the  coverage  being  optional  for  present  teachers  but, 
by  federal  law,  all  future  teachers  of  the  district  would  be  mandatorily 
covered. 
Leo  J.  Reynolds,  Executive  Officer,  Sfofe  Teachers'  Retirement  System 

It  is  my  understanding  that  the  request  for  social  security  coverage 
of  teachers  came  primarily  from  young  fathers  who  wanted  to  protect 
their  families  with  the  death  benefits  provided  by  social  security.  Since 
this  protection  was  provided  by  the  1959  Legislature  (Education  Code 
Sections  13838,  14256,  14258,  14259  and  14260),  I  presume  there  is 
now  little  or  no  interest  among  California  teachers  for  legislation  such 
as  this. 
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Hank  Zivefz,  Vice  President,  California  State  Federation  of  Teachers 

We  favor  the  principle  behind  Assembly  Bill  2098  which  would  ex- 
tend to  other  school  districts  the  tenuous  privilege  of  adding  social 
security  coverage  to  the  State  Teachers '  Retirement  System  on  an  indi- 
vidual and  voluntary  hasis. 

There  are  many  teachers  in  all  school  districts  for  whom  social  se- 
curity coverage  would  afford  increased  protection  and  retirement  bene- 
fits. It  is  unfair  to  prohibit  their  participation  in  the  social  security 
program  because  of  the  opposition  of  others. 

Robert  E.  McKay,  Governmental  Relations  Executive, 
California  Teachers'  Association  ^ 

The  only  major  benefit  which  was  not  provided  under  the  State 
Teachers'  Retirement  System,  but  was  available  under  social  security, 
was  that  of  survivor  benefits.  That  benefit  was  added  to  the  State  Sys- 
tem at  the  last  session  of  the  Legislature. 

The  California  Teachers'  Association  polled  its  members  and  found 
them  overwhelmingly  opposed  to  social  security  coverage.  This  bill 
would  in  effect,  divide  the  members  of  the  State  System  into  two  groups 
for  purposes  of  social  security  protection.  It  is  not  practical  for  either 
public  agencies  or  members  to  contribute  into  two  systems.  The  per- 
centage that  members  now  contribute  to  retirement  is  sizeable.  They  do 
not  want  and  cannot  afford  to  contribute  to  two  systems  anymore  than 
the  State  can  afford  to  do  so. 

ASSEMBLY  BILL  2557 
Analysis  of  the  Bill 

This  bill  provided  that  school  districts  shall  be  required  to  pay  one- 
half  of  the  contributions  to  the  State  Teachers'  Retirement  System 
currently  required  of  the  members,  up  to  a  maximum  of  one-half  of  the 
contributions  required  for  the  first  $10,000  of  annual  salary.  It  pro- 
vided that  local  school  boards  might  elect  to  pay  one-half  of  the  con- 
tributions due  on  account  of  salaries  in  excess  of  $10,000.  It  further 
provided  for  the  collection  of  a  special  tax  for  this  purpose. 

Leo  J.  Reynolds,  Executive  Officer,  State  Teachers'  Retirement  System 

The  retirement  law  currently  provides  for  member  contributions 
which,  on  the  average,  will  provide  for  one-half  of  the  cost  of  the 
eventual  retirement  benefit.  This  is  a  provision  which  is  common  to 
both  the  State  Employees'  and  the  Teachers'  Retirement  Systems  and 
is  fairly  prevalent  in  all  public  systems. 

To  require  the  school  districts  of  California  to  pay  one-half  of  the 
employees'  contributions  would  result  in  requiring  the  local  districts 
to  pay  between  35  and  40  million  additional  dollars  annually  from 
local  tax  funds. 

If  it  is  the  desire  of  the  Legislature  to  change  the  provisions  and 
require  the  employee  to  pay  less  than  one-half  of  the  cost  of  the 
eventual  retirement  allowance,  the  Legislature  should  arrive  at  the 
percentage  to  be  paid  by  the  teacher.  Then  the  law  could  be  changed 
to  reduce  the  rate  to  be  paid  by  the  individual. 
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Since  local  school  districts  must  operate  on  limited  local  tax  funds, 
the  net  result  will  be  that  the  State  itself  will  be  required  to  pay  these 
additional  costs,  whether  it  is  in  the  form  of  a  direct  appropriation  to 
the  retirement  system  or  an  increase  in  the  apportionment  to  local  dis- 
tricts. 
Hank  Zivefz,  Vice  Presidenf,  California  Sfafe  Federation  of  Teachers 

Once  public  employment  offered  many  advantages  over  private  in- 
dustry. Most  of  these  advantages  have  now  disappeared  in  the  face  of 
all  inclusive  collective  bargaining  contracts.  The  retirement  contribu- 
tion required  of  the  teacher,  together  with  the  deduction  for  taxes  and 
health  insurance,  appreciably  reduces  the  teacher's  already  shrunken 
paycheck.  We  therefore  favor  the  proposal  contained  m  Assembly 
Bill  2557. 

Robert  E.  McKay,  Governmental  Relations  Executive, 
California  Teachers'  Association 

The  sponsors  of  this  proposal  indicate  it  is  an  attempt  to  add  a 
fringe  benefit  to  those  already  accruing  to  teachers.  However,  the 
majority  of  all  school  districts  have  been  forced  by  changing  economic 
conditions  to  go  to  the  people  and  get  authorizations  to  exceed  the  statu- 
tory maximum  tax  rates.  This  bill  really  provides  for  an  automatic 
override  tax.  A  local  school  board  may  decide  it  wishes  to  pay  one- 
half  of  the  members'  contribution.  That  sum  would  be  put  in  the 
district  budget  and  would  become  a  part  of  an  override  tax,  although 
the  district  might  have  turned  down  such  a  tax  for  current  operating 

costs. 

If  teachers  deserve  better  salaries  and  more  benefits,  then  it  should 
be  done  uniformly  by  other  means.  If  this  were  to  be  done  on  a  district 
by  district  basis  you  would  have  some  districts  that  might  choose  to 
do  this  and  others  which  would  not.  If  it  is  the  desire  of  the  Legisla- 
ture and,  financially  feasible,  it  should  be  done  uniformly  statewide. 
It  should  apply  to  all  members  of  the  system. 

ASSEMBLY  BILL  2908 
Analysis  of  the  Bill 

Assembly  Bill  2908  calls  for  an  increase  in  the  basis  of  computing 
minimum  allowances  for  retired  teachers.  Currently,  benefits  to  retired 
teachers  are  based  on  a  minimum  of  $70  per  year  of  service,  discounted 
actuarially  if  the  person  retired  at  less  than  age  60.  Under  the  pro- 
posal the  minimum  would  become  $80,  or  an  increase  of  about  14^ 

T)6I*C6Ut. 

This  bill  would  benefit  about  7,250  retired  teachers.  The  increased 
cost  to  the  State  would  be  approximately  $1,900,000  for  the  first  year. 
This  would  require  an  increase  in  the  General  Fund  appropriation  of 
this  amount. 
Leo  J.  Reynolds,  Executive  Officer,  State  Teachers'  Retirement  System 

This  proposal  has  followed  the  historic  method  of  increasing  bene- 
fits to  retired  teachers.  It  would  increase  the  benefits  of  about  one-third 
of  the  retired  teachers  and  would  be  applicable  generally  to  persons 
receiving  lower  monthly  payments.  It  does  not  solve  the  whole  prob- 
lem, buf  it  is  probably  the  best  method  of  increasing  the  lower  pay- 
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ments  at  a  minimum  cost.  To  give  a  flat  increase  to  all  retired  teachers 
would  not  only  require  more  money,  but  it  would  be  giving  increases 
to  people  who  are  receiving  $300-$500  a  month  in  benefits.  With  money 
scarce,  this  is  the  most  equitable  way  of  raising  the  monthly  payments 
of  those  who  are  receiving  very  little  and  providing  a  ceiling  under 
which  no  future  retired  person  will  fall. 

Robert  E.  McKay,  Governmental  Relations  Executive, 
California  Teachers'  Association 

The  California  Teachers'  Association  has  approved  this  bill  because 
we  recognize  that  economic  conditions  have  made  the  present  minimum 
allowances  inadequate.  We  regretted  that,  the  financial  situation  at  the 
1959  General  Session  did  not  allow  the  Legislature  to  take  this  step. 
Recognizing  there  is  a  sizeable  expenditure  involved,  we  still  believe 
this  is  a  warranted  and  necessary  expenditure. 

Mrs.  Lutie  Gray,  Representative,  Los  Angeles  Division,  California 
Retired  Teachers'  Association,  and  Guy  Jaggard,  President, 
California  Retired  Teachers'  Association 

There  are  actually  two  groups  of  retired  teachers  in  California  today. 
One  group  has  their  retirement  based  on  salary.  Most  of  them  have 
retired  recently  at  high  salaries  and,  therefore,  have  a  high  retirement — 
anywhere  from  $300  to  $1,000  a  month. 

The  second  group  of  teachers  retired  some  years  ago  with  low  sal- 
aries and  their  retirement  is  based  on  service  or  number  of  years 
taught.  The  retirement  salary  for  many  of  these  teachers  is  $175  a 
month  or  less.  They  are  the  last  of  the  pioneer  teachers  of  California. 
There  are  many  teachers  who  retired  when  salaries  were  in  the  neigh- 
borhood of  $2,500  a  year.  With  only  one-half  of  that  as  their  retire- 
ment they  now  receive  about  $1,300  a  year,  which  is  extremely  difficult 
to  live  on. 

The  economic  changes  in  the  last  15  years  have  placed  these  people 
in  a  situation  where  they  cannot  help  themselves.  No  matter  how  it 
strains  the  Treasury  we  are  going  to  have  to  do  something  to  meet  our 
obligations  to  these  people  who  were  such  fine  public  servants. 

PART-TIME  SCHOOL  CONSULTANTS 

Another  matter  was  brought  to  the  attention  of  the  subcommittee  at 
its  hearing  in  Los  Angeles  by  Mr.  Leo  J.  Reynolds,  executive  officer 
of  the  State  Teachers'  Retirement  System.  This  matter  had  to  do  with 
a  particular  problem  which  has  arisen  in  connection  with  the  adminis- 
tration of  the  State  Teachers'  Retirement  System. 

Upon  retirement  a  teacher  is  entitled  to  receive  an  allowance  based 
on  the  following  factors : 

1.  Years  of  Credited  Service.  The  member  receives  credit  for  a  year 
of  service  if  he  completes  ten-twelfths  of  his  normal  assignment.  For  a 
classroom  teacher,  who  serves  between  the  opening  of  school  in  Septem- 
ber and  the  close  of  the  term  in  the  late  spring,  a  year  of  service  is 
is  credited  if  he  serves  for  ten-twelfths  of  those  days  which  fall  in  the 
interim.  There  are  normally  about  177  days  of  school  in  the  term,  so 
the  law  provides  that  a  year  of  service  will  be  credited  an  individual 
employed  on  this  basis  who  serves  for  145  days  or  more.  An  admin- 
istrator, whose  assignment  may  call  for  as  much  as  12  months  of  service 
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within  a  fiscal  year,  receives  credit  for  a  year  of  service  if  he  completes 
ten-twelfths  of  a  more  elongated  tour  of  duty. 

2.  Age  at  Retirement.  For  purposes  of  this  discussion  the  age  at 
retirement  is  of  no  importance.  Normally  benefits  are  based  on  age  60, 
and  the  formula  provides  that  at  that  age  the  person  will  receive  a  ben- 
efit of  one-sixtieth  of  his  "final  compensation"  for  each  year  of  credited 
service.  For  retirement  at  less  than  age  60  the  total  benefit  is  discounted 
to  provide  the  actuarial  equivalent  at  the  lesser  age.  For  retirement  at 
ages  60  to  65  and  over,  the  benefits  are  increased  actuarially  to  provide 
for  the  more  abbreviated  life  expectancy  of  the  older  person. 

3.  Final  Compensation.  Under  the  law  "final  compensation"  is  de- 
fined as  the  average  of  the  annual  salary  earnable  during  the  three 
highest  consecutive  years.  The  earnable  salary  is  considered  to  be  the 
salary  payable  to  a  jperson  who  is  employed  on  a  full-time  basis  m  the 
particular  category  of  employment.  For  a  school-term  employee,  that  is, 
one  who  serves  between  the  opening  and  close  of  school  in  the  respective 
September  and  June,  it  is  the  salary  which  would  be  payable  to  that 
person  if  he  were  employed  full  time  during  the  interim.  For  the  admin- 
istrator, who  is  employed  on  a  more  elongated  assignment,  it  is  the 
salary  payable  for  such  longer  tour  of  duty. 

The  particular  problem  which  the  State  Teachers'  Retirement  staff 
is  encountering  deals  with  administrative  personnel  who  serve  on  less 
than  a  half-time  basis.  These  individuals  are  educators  by  profession, 
but  are  not  associated  with  the  public  school  systems  as  a  principal 
employment.  Two  cases  submitted  by  Mr.  Reynolds  to  the  subcommittee 
will  serve  as  illustrations  of  the  problem. 

"The  first  case  deals  with  a  person  who  we  are  told  is  employed 
as  director  of  research  for  a  school  district.  (A  copy  of  the  letter  of 
appointment  is  printed  below.) 

"You  have  been  re-employed  as  Director  of  Research  for  the  1957-58  school 
year  on  a  part-time  basis. 

"Your  services  will  be  scheduled  on  the  basis  of  one-half  day,  or  tour 
hours  per  week  for  41  weeks  during  the  school  year  of  1957-58.  Your 
salary  will  be  at  the  rate  of  $110  per  day,  or  $55  per  half  day.  The  total 
amount  to  be  paid  during  1957-58  will  be  not  less  than  $2,250.  The  above 
salary  rate  is  based  upon  a  177-day  school  year. 

"Your  service  report  to  the  State  Teachers'  Retirement  System,  of  which 
you  are  a  member,  will  record  the  above  rate  and  will  report  not  less  than 
20  full  days  for  the  year.  The  proportion  of  a  full  year  of  service  earned 
by  you  in  this  district  in  1957-58  will  accordingly  be  reported  as  not  less 
than  20/145,  145  being  the  minimum  number  of  days  which  qualifies  as 
full-time  service  for  a  certificated  employee." 

The  letter  of  appointment  shows  that  this  person  is  to  serve  on  a 
half -day  per  week  basis  (four  hours  per  week)  for  41  weeks  during  the 
school  year.  The  salary  paid  the  individual  was  $110  per  day,  or  $o5 
per  half  day.  The  total  amount  which  was  paid  during  the  year  of 
1957-58  was  $2,255  for  the  equivalent  of  20^  days  of  service. 

' '  The  second  case  with  which  we  are  familiar  deals  with  a  person 
who  we  are  told  is  employed  on  a  one-quarter-time  basis  in  a  school 
office  at  an  annual  salary  of  $2,400.  In  this  particular  case  we  were 
asked  whether  it  would  make  any  difference  whether  the  person 
was  shown  as  being  employed  for  24  days  in  a  school  year  at  a  sal- 
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ary  of  $100  per  day,  or  on  a  one-quarter-time  basis  for  an  earned 
salary  of  $2,400.  The  answer  was  that  if  the  person  was  employed 
on  a  one-qnarter-time  basis,  he  would,  in  effect,  receive  credit  for  30 
percent  of  a  year,  whereas,  if  employed  for  24  days  in  the  year,  he 
would  receive  credit  for  only  7  percent  of  a  year.  In  this  case  it  was 
advantageous  for  the  individual  to  be  employed  for  one-quarter 
time  for  all  but  three  years  of  his  service,  and  in  any  given  three 
years  to  be  employed  at  the  rate  of  $100  per  day  for  24  days.  The 
differences  in  the  annual  allowances  would  be  considerable.  Thirty 
years  of  service  on  a  one-quarter-time  basis  would  be  the  equivalent 
of  nine  years  of  service  at  three-tenths  of  a  year  for  30  years 
(0.3x30  years),  and  that  amount  X)f  service  applied  to  a  final 
compensation  of  $9,600  (average  salary  based  on  a  one-quarter- 
time  earned  salary  of  $2,400)  would  at  age  60  produce  an  annual 
allowance  of  $1,440.  If,  on  the  other  hand,  the  person  were  em- 
ployed for  27  years  on  a  one-quarter-time  basis,  and  three  years 
on  the  basis  of  24  days  of  service  per  year,  the  accumulated  service 
would  amount  to  a  total  of  8.43  years.  In  that  event,  however,  the 
employing  school  office  might  report  that  the  person  during  three 
years  was  employed  on  a  basis  where  he  would  serve  throughout 
the  entire  year,  and  as  a  consequence  have  an  annual  compensation 
of  around  $26,000  if  employed  on  a  full-time  basis.  If  these  factors 
were  applied,  the  individual  would  have  an  annual  benefit  at  age 
60  of  $3,654,  or  250  percent  more  on  the  same  service,  salary  and 
contributions. ' ' 

It  becomes  apparent  that  these  persons  are  more  in  the  nature  of 
independent  contractors  than  employees  of  the  district.  In  many  cases 
the  work  which  they  perform  for  the  district  is  not  all  performed  on 
the  premises.  The  nature  of  the  services  permits  a  local  administrator 
to  juggle  the  assignments  and  appointments  in  such  a  way  that  the 
purposes  of  the  retirement  law  are  contravened. 

From  the  State's  standpoint,  employments  of  this  nature  are  very 
difficult  to  control,  both  in  terms  of  time  involved  and  the  salary  which 
might  be  considered  as  earnable  if  the  person  were  employed  on  a  full- 
time  basis.  The  retirement  law  was  designed  primarily  to  provide  for 
retirement  allowances  of  classroom  teachers.  It  is  questionable  to  try 
providing  retirement  allowances  for  persons  who  are  called  in  to  advise 
the  district  on  what  may  or  may  not  be  educational  matters,  but  which 
are  not  directly  related  to  classroom  instruction. 

Only  one  hard-and-fast  solution  has  been  proposed  which  would  ef- 
fectively alleviate  this  condition.  This  would  be  to  exclude  from  mem- 
bership and  credit  in  the  State  Teachers'  Retirement  System  all  per- 
sons employed  on  a  part-time  basis  in  positions  other  than  for  service 
as  teachers  and  principals  of  day  or  evening  schools.  While  this  type 
of  exclusion  will  also  apply  to  persons  such  as  dentists,  doctors,  and 
other  professional  part-time  personnel,  it  will  in  the  long  run  remove 
some  inequities  which  have  been  caused  by  the  formula  which  became 
applicable  in  1956.  The  state  system  has  provided  an  excellent  retire- 
ment program  for  the  classroom  teachers  of  California.  Nothing 
should  be  done  which  would  dilute  that  system  from  carrying  out  its 
primary  purpose. 
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FINDINGS 

1.  In  California,  as  well  as  the  rest  of  the  nation,  the  rate  of  juvenile 
delinquency  has  been  steadily  increasing  since  the  immediate  postwar 
period.  The  juvenile  delinquent  has  become  a  major  problem  for  state 
and  local  officials  throughout  the  nation. 

2.  There  are  youths,  not  yet  legally  defined  as  delinquents,  who  have 
become  definite  problems  in  the  schools.  Their  pattern  of  classroom 
disturbance,  consistent  truancy,  and  disturbed  home  environment  is 
causing  school  officials  grave  concern. 

3  Assembly  Bill  1267  proposes  an  early  identification  of  these  youths 
and  offers  assistance  in  helping  them  adjust  their  behavior.  Expert 
opinion  holds,  however,  that  no  effective  method  of  identifying  the  de- 
linquent or  the  predelinquent  has  been  found. 

4.  Juvenile  delinquency  is  a  community  problem  arising  out  of  the 
failure  of  the  delinquent's  environment.  It  is  not  exclusively  a  problem 
for  the  schools. 

5  Reliable  data  regarding  the  cost  of  the  guidance  school  as  pro- 
posed by  Assembly  Bill  1267  has  not  been  presented  to  this  subcom- 
mittee. However,  'information  presented  indicates  that  these  schools 
would  be  expensive. 

6.  Because  of  the  expense  of  these  schools,  the  areas  most  in  need  of 
relief  from  the  predelinquent  problem  could  not  maintain  such  schools 
without  considerable  state  aid. 
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RECOMMENDATIONS 

1.  Assembly  Bill  1267  proposes  only  one  solution  to  the  problem  of 
the  predelinquent.  Other  solutions  must  be  explored  before  this  far- 
reaching  legislation  is  approved  by  the  Legislature.  The  Subcommittee 
on  Guidance  Schools  cannot  favorably  recommend  AB  1267  without 
further  data  and  exploration  of  other  solutions. 

2.  Should  the  Legislature  desire  to  pursue  this  problem  further,  a 
statewide  study  should  be  authorized,  utilizing  the  knowledge  and  as- 
sistance of  state,  local  and  private  agencies. 
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REPORT  OF  SUBCOMMITTEE 

INTRODUCTION 

One  of  the  most  alarming  elements  of  the  modern  scene  is  the  juvenile 
delinquent.  Daily,  newspapers  carry  lurid  accounts  of  violent  crimes, 
often  completely  without  motivation,  involving  youths  from  all  eco- 
nomic levels  of  society.  It  would  be  encouraging  to  think  that  these 
cases  are  exaggerations  and  do  not  represent  a  true  picture  of  the  inci- 
dence of  juvenile  delinquence.  However,  statistics  published  by  law 
enforcement  agencies  confirm  the  growing  and  ever  increasing  danger 
of  juvenile  delinquency. 

A  comparison  of  the  1958  and  1959  editions  of  the  report,  Delin- 
quency and  Frohation  in  California,  published  by  the  Attorney  Gen- 
eral's office  shows  the  steady  increase  in  juvenile  delinquency  which 
has  been  a  characteristic  of  the  California  crime  scene  for  many  years. 
Though  adult  crime  decreased  5  percent  from  1957  to  1958,  juvenile 
delinquency  increased  4  percent.  This  report,  the  most  complete  report 
on  crime  in  California,  documents  the  gravity  of  the  situation. 

Growing  public  concern  regarding  juvenile  delinquency  and  the  in- 
creasingly large  number  of  delinquent  acts  occurring  within  the  schools 
have  caused  a  considerable  amount  of  research  and  debate  to  be  devoted 
to  the  prevention  of  juvenile  delinquency.  This  has  often  taken  the 
form  of  working  with  youngsters  who  show  severe  behavior  problems, 
but  who  have  not  yet  committed  a  crime.  It  is  this  segment  of  the  school 
population  which  is  so  often  a  disturbing  element  within  the  school,  and 
which  can  best  benefit  from  early  help. 

One  of  the  most  significant  efforts  along  these  lines  has  been  in  pro- 
gress in  San  Mateo  County  for  many  years.  For  over  10  years  a  continu- 
ing study  of  children  with  behavior  problems  has  been  conducted  by 
officials  of  the  schools,  the  probation  department,  and  other  agencies 
concerned  with  the  welfare  and  education  of  children.  Out  of  this  exten- 
sive study  has  come  the  proposal  of  the  guidance  school  as  embodied  in 
Assembly  Bill  1267. 

The  Subcommittee  on  Guidance  Schools  held  a  hearing  on  this  pro- 
posed legislation  in  Redwood  City  on  October  23,  1959.  This  report  is 
based  primarily  on  the  findings  of  that  hearing. 

PURPOSES  OF  THE  LEGISLATION 

In  preparing  the  legislation,  the  members  of  the  study  group  from 
San  Mateo  thought  of  the  guidance  school  as  a  place  of  treatment  for 
the  child  with  a  behavior  problem,  not  as  a  detention  home.  In  a 
guidance  school,  the  child  whose  environment  had  failed  him  would 
be  placed  in  a  new  environment  so  that  he  might  adjust  before  he 
became  a  delinquent. 

Working  on  the  environment  of  the  child  committed  to  a  guidance 
school  is  an  important  part  of  the  whole  concept  of  helping  the  pre- 
delinquent youth.  AYorkers  in  the  field  of  juvenile  crime  and  correction 
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have  long  noted  that  many  youngsters  make  an  excellent  adjustment 
while  in  custody  but  often  regress  when  they  are  returned  to  the  family. 
Education  of  the  parents  as  well  as  the  child  is  thought  to  be  very 
important,  because  a  healthy  home  environment  will  assist  the  child  in 
developing  his  newer,  more  acceptable  patterns  of  behavior. 

One  proponent  of  Assembly  IBill  1267  compared  this  function  of 
working  with  the  parents  of  a  child  to  the  operation  of  a  public  health 
agency  in  the  instance  of  a  typhoid  epidemic.  In  such  an  instance,  the 
victim  is  removed  from  the  environment  which  has  bred  the  typhoid 
contagion.  While  the  victim  is  hospitalized,  the  health  officials  attempt 
to  locate  the  source  of  contagion,  whether  it  be  a  polluted  supply  of 
water,  milk  or  some  other  source.  ^ 

Welfare  and  youth  officials  often  experience  difficulty  in  working 
with  the  parents  of  delinquent  youth.  Under  the  provisions  of  Assembly 
Bill  1267,  the  legislation  authorizing  the  establishment  of  guidance 
schools,  the  consent  of  the  parents  is  necessary  before  a  youth  is  ad- 
mitted to  the  guidance  school.  Proponents  of  the  legislation  have  rea- 
soned that  parents  granting  consent  would  be  interested  in  the  welfare 
of  their  children  and  would  make  a  strong  effort  to  adjust  their  own 
lives,  in  order  to  improve  the  home  environment. 

Proponents  of  the  guidance  schools  strongly  believe  that  these  schools 
will  answer  an  important  and  widespread  need.  Every  school  district, 
no  matter  how  small,  enrolls  students  who  could  possibly  benefit  from 
a  guidance  school  as  defined  in  this  legislation.  Guidance  schools  were 
designed  for  those  pupils  who  cause  problems  which  school  administra- 
tors and  teachers  must  meet  every  day.  In  San  Francisco,  the  estimate 
of  possible  candidates  for  these  schools  runs  as  high  as  2,500,  or  twice 
the  number  of  delinquent  youth.  While  the  greatest  utility  of  the  guid- 
ance school  would  be  for  the  large  district,  the  guidance  school  legisla- 
tion was  developed  to  attempt  to  solve  problems  which  are  common  to 
all  districts. 

As  proposed  by  the  authors  of  Assembly  Bill  1267,  the  guidance 
school  would  be  a  place  where  the  student  with  severe  behavior  prob- 
lems would  have  time  to  adjust  to  more  acceptable  patterns  of  behavior. 
A  guidance  school,  in  the  opinion  of  the  proponents,  would  prevent 
many  youngsters  from  becoming  confirmed  delinquents  and  would  re- 
move severe  behavior  problems  from  the  regular  classroom,  thus  pro- 
viding a  more  desirable  learning  situation  for  the  rest  of  the  class. 

PROVISIONS  OF  ASSEMBLY  BILL  1267 

Assembly  Bill  1267  provides  for  a  completely  permissive  approach 
to  the  establishment  of  a  guidance  school.  Under  the  terms  of  the  bill, 
a  local  district  may  establish  such  a  school.  In  addition,  the  permissive 
nature  of  the  bill  is  carried  through  in  a  parental  consent  provision, 
providing  that  the  consent  of  the  parent  or  guardian  of  each  pupil 
must  be  obtained  before  the  child  is  admitted  to  the  school. 

Minors  between  the  ages  of  8  and  17  are  eligible  for  admission  to 
a  guidance  school  under  the  provisions  of  the  legislation.  Minors 
resident  in  the  district  are,  of  course,  eligible  for  admission.  Out-of- 
district  students  may  be  accepted  on  a  contract  basis. 
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An  admissions  board  is  provided  to  prevent  hasty  or  unjust  commit- 
ment to  the  guidance  school.  Assembly  Bill  1267  provides  that  the 
admissions  board  shall  include  in  its  membership  a  representative  of 
the  county  probation  department,  the  county  welfare  department,  one 
qualified  lay  person  and  two  other  qualified  persons  selected  by  the 
governing  board,  but  not  members  of  the  governing  board.  Ex  officio 
members  of  the  admissions  board  shall  be:  the  principal  of  each 
guidance  school,  the  superintendent  of  the  school  district  maintaining 
the  guidance  school,  and  a  representative  of  the  State  Department  of 
Education.  For  a  school  or  schools  maintained  by  a  county,  the  county 
superintendent  shall  replace  the  school  district  superintendent.  Other 
qualified  persons  may  be  consulted  for  their  advice  regarding  the  ad- 
missions program. 

The  function  of  the  admissions  board  is  to  screen  all  applicants  for 
admission  to  the  guidance  school.  This  srceening  would  not  occur  until 
the  consent  of  the  parent  or  guardian  had  been  obtained,  since  this  is 
the  first  major  requirement  which  must  be  met  before  admission  to  a 
guidance  school.  After  the  parental  consent  had  been  obtained,  the 
admissions  board  would  decide  if  the  student  in  question  could  benefit 
from  residence  in  the  guidance  school.  If  the  child  is  admitted,  the 
admissions  board  would  conduct  a  continuing  review  of  the  case  to 
ascertain  the  progress,  or  lack  of  progress,  in  each  case.  A  minor  shall 
remain  in  the  guidance  school  for  the  term  specified  in  the  admittance 
order,  unless  the  admissions  board  should  recommend  otherwise.  At 
least  two  reviews  of  that  admittance  order  shall  be  made  by  the  ad- 
missions board  each  year.  Upon  completing  each  review,  the  admissions 
board  may  recommend  the  continuance  or  termination  of  the  admis- 
sion order. 

Parents  or  guardians  of  the  minors  would  contract  with  the  district 
to  meet  the  average  costs,  or  portion  thereof,  of  maintaining  a  student 
within  the  school,  these  costs  to  include  meals  and  a  reasonable  sum  for 
lodging.  Should  parents  be  adjudged  to  be  incapable  of  paying  any 
portion  of  the  cost,  the  pupil  may  be  admitted  and  the  cost  paid  by 
the  district  from  any  funds  available  for  the  maintenance  and  opera- 
tion of  the  school. 

For  the  purposes  of  maintaining  and  operating  a  guidance  school,  a 
school  district  shall  provide  for  a  5-cent  override  tax  per  $100  of 
assessed  valuation  of  taxable  property  in  the  district. 

SUMMARY 

One  theme  which  has  been  prominent  throughout  the  committee's 
investigation  into  this  subject  has  been  the  plea  for  early  identification 
of  potential  juvenile  delinquents  so  that  these  youngsters,  with  the 
proper  treatment  and  environment,  can  avoid  the  pitfalls  of  juvenile 
delinquency.  The  dangers  of  ignoring  this  need  are  only  too  apparent 
in  the  unhappy  experience  of  New  York  City  where  incidents  of  physi- 
cal violence  committed  on  fellow  schoolmates  and  teachers  by  juvenile 
delinquents  recently  became  a  national  scandal. 

Probably  the  most  tragic  aftermath  of  this  New  York  situation  is 
to  be  found  in  the  records  of  the  police  stations  in  the  New  York  area. 
Since  many  of  the  youngsters  who  were  expelled  were  at  the  age,  or 
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near  the  age,  where  they  could  quit  school,  hundreds  of  them  never 
returned  to  school.  After  the  school  district  had  lost  contact  with 
them,  these  youngsters  began  slowly  to  reappear  in  arrests,  the  tragic 
result  of  the  failure  of  the  school,  the  church,  the  home  and  the  com- 
munity to  deal  effectively  with  the  signs  of  delinquency  which  mani- 
fested themselves  in  the  behavior  of  these  youth. 

Assembly  Bill  1267  suggests  a  method  of  Avorking  with  these  young- 
sters. It  is  designed  to  prevent  the  type  of  situation  which  developed 
in  New  York  from  developing  in  California.  Under  the  guidance  school 
plan,  these  youngsters  would  be  removed  from  their  school,  just  as 
they  were  in  New  York.  They  would  then  be  sent  to  guidance  schools 
designed  to  work  with  their  problems,  instead  of  being  allowed  to  roam 
the  streets  as  they  were  in  New  York. 

The  approach  outlined  in  Assembly  Bill  1267  is,  in  the  opinion  of 
this  subcommittee,  premature.  There  is  little  evidence  that  an  effective 
and  accurate  method  of  diagnosing  "predelinquency"  exists.  One 
worker  in  the  field  of  child  welfare  told  the  subcommittee  that  she  even 
had  trouble  definining  the  term,  not  to  mention  diagnosing  it.  Mrs. 
Lucille  Kennedy,  Chief  of  the  Division  of  Child  Welfare,  State  De- 
partment of  Social  Welfare,  stated:  "...  who  is  predelinquent? 
Until  a  youngster  is  delinquent  it  is  pretty  hard  to  say  what  was  the 
'pre'  stage  of  it.  .  .  ." 

In  a  recent  report  on  juvenile  delinquency  to  Congress  by  the  De- 
partment of  Health,  Education  and  Welfare  regarding  juvenile  de- 
linquency, considerable  attention  is  paid  to  the  prevention  of  juvenile 
delinquency.  This  report  notes  that  delinquency  prevention,  as  a  body 
of  scientific  knowledge,  is  in  its  infancy  and  no  panacea  for  the  pre- 
vention of  juvenile  delinquency  has  been  found.  In  evaluating  three 
predictive  methods  for  identifying  potential  delinquents  the  report 
states  that  these  measures  are  capable  of  identifying  groups  from 
which  the  majority  of  delinquents  will  come,  but  that  they  are  not 
capable  of  identifying  individual  predelinquents  from  these  groups. 

There  are,  no  doubt,  certain  signs  and  patterns  which  social  and 
welfare  workers  can  identify  from  a  series  of  case  studies.  But,  as  Mrs. 
Kennedy  stated,  these  are  merely  signs.  When  these  warning  signs  are 
applied  to  the  individual  case  (for  instance,  diagnosing  a  case  for 
possible  admission  to  a  guidance  school),  considerable  difficulty  is  ex- 
perienced. Until  more  is  known  in  this  field,  until  the  diagnostic  pro- 
cedure can  be  termed  completely  accurate,  it  would  seem  highly 
improper  to  take  a  child  from  the  home  and  place  him  in  a  guidance 
school. 

One  other  problem  with  this  legislation  is  that  it  distorts  the  true 
nature  of  juvenile  delinquency.  It  would  tempt  one  to  believe  that 
juvenile  delinquency  is  wholly  a  problem  for  the  schools,  and  that  the 
identification  and  treatment  of  predelinquency  should  be  the  exclusive 
sphere  of  the  schools.  Research  has  shown  that  any  number  of  institu- 
tions (including  the  home,  church,  and  school)  have  important  influ- 
ences on  the  development  of  a  child's  behavior  and  personality.  The 
school  is  just  one  of  these  influences,  and  it  is  unreasonable  to  expect 
that  the  school  should  assume  a  dominant  and  exclusive  role  in  the 
field  of  delinquency  prevention. 
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Juvenile  delinquency  and  its  prevention  is  a  community  problem, 
and  should  be  handled  by  the  pooling  of  community  sources.  Every 
agency  Avhieh  has  experience  with  youth  should  be  called  upon  in  this 
necessary  attack  on  juvenile  delinquency.  Departments  of  welfare  and 
probation,  church  clubs,  school  organizations,  and  recreation  groups  are 
just  a  few  of  the  organizations  which  can  make  important  contributions 
to  the  solution  of  this  problem. 

Assembly  Bill  1267  charts  a  course  for  the  schools  which  is  new  and 
without  precedent.  While  the  schools  have  long  dealt  with  juvenile 
delinquents  and  behavior  problems,  they  have  not  operated  detention 
homes  nor  performed  duties  which  normally  would  fall  within  the 
province  of  the  courts  and  the  Youth  Authority.  Because  the  guidance 
school  proposal  is  a  new  course  for  the  schools,  an  element  of  compro- 
mise has  been  inserted  into  the  proposal  and  has  weakened  the  entire 
proposal.  This  element  of  compromise  can  be  most  readily  seen  in  the 
parental  consent  provision. 

By  virtue  of  the  parental  consent  provision,  no  youngster  can  be 
admitted  to  a  guidance  school  without  the  permisison  of  his  parents  or 
guardians.  This  provision  is  a  necessary  safeguard,  in  the  opinion  of 
this  subcommittee,  and  relieves  the  schools  of  a  function  which  would 
seem  to  be  primarily  judicial  in  nature.  It  does  produce,  however,  a 
major  flaw  in  the  guidance  school  proposal.  If  a  child  is  clearly  dis- 
turbing classes  and  showing  definite  signs  of  predelinquency,  it  would 
seem  that  he  would  need  help  whether  his  parents  were  willing  to  give 
their  consent  or  not.  Because  of  this  necessary  safeguard  (necessary 
because  of  the  unprecedented  function  v/hich  would  be  assigned  to  the 
schools),  large  numbers  of  predelinquent  youth  would  be  unaffected  by 
the  passage  of  this  legislation.  By  assigning  this  function  to  the  schools 
an  impossible  situation  is  created.  By  requiring  parental  consent,  a 
small  percentage  of  the  predelinquents  are  helped.  On  the  other  hand, 
complete  coverage  of  youngsters  can  only  be  achieved  by  the  highly 
doubtful  provision  of  mandatory  commitment. 

A  solution  to  this  problem  can  be  found  in  the  fact  that  juvenile 
delinquency  is  a  community  problem.  AVithin  the  community  approach, 
the  schools  would  have  a  most  important  function,  for  they  would  be 
the  community  agency  with  the  most  constant  and  continuing  contact 
with  children.  The  role  of  the  schools  would  be  pre-eminent  in  diag- 
nosing cases  of  possible  delinquency.  Once  this  diagnosis  had  been  per- 
formed, however,  the  other  community  agencies  would  enter  the  field 
to  assist  in  combatting  the  problem  of  juvenile  delinquency.  An  effec- 
tive program  to  prevent  juvenile  delinquency  could  be  effected  without 
the  schools  ever  assuming  the  onerous  task  of  detention. 

During  the  1957  Session  of  the  Legislature,  the  Protective  Services 
for  Children  Act  was  passed.  This  act  stated:  "The  board  of  super- 
visors of  any  county  may  establish  such  programs  as  are  deemed  neces- 
sary to  provide  protective  services  for  children  so  as  to  insure  that  the 
rights  or  physical,  mental  or  moral  welfare  of  children  are  not  violated 
or  threatened  by  their  present  circumstances  or  environment."  The  act 
defined  these  protective  services  as  social  casework  and  guidance. 

Because  of  this  act,  the  welfare  department  or  the  probation  depart- 
ment in  a  county  may  seek  out  families  which  are  in  need  of  help 
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whether  they  are  on  relief  or  in  need  of  financial  assistance  or  not. 
This  program  is  new  and  is  just  getting  under  way  in  many  communi- 
ties, but  already  there  is  an  agency  to  which  the  school  may  make 
referrals  once  the  diagnosis  of  a  problem  has  been  made  in  the  school. 

One  definite  problem  with  the  guidance  schools  proposal  and  with 
the  testimony  of  the  proponents  of  the  legislation  is  that  there  is  little 
definition  of  the  kinds  of  students  who  would  be  expected  to  be  ad- 
mitted to  a  guidance  school.  All  are  agreed  that  the  guidance  school 
would  be  for  the  disturbed  child  who  shows  signs  of  possible  delin- 
quency in  his  behavior,  but  after  this  point  has  been  reached  there  is 
little  amplification.  There  are  many  degrees  of  disturbance;  a  whole 
spectrum  of  behavior  patterns  are  encompassed  in  the  testimony  of  the 
proponents.  Will  the  guidance  school  accept  severely  disturbed  chil- 
dren? These  are  questions  which  must  be  answered  before  this  legisla- 
tion can  be  considered  to  be  thoroughly  drafted.  Without  the  answers, 
it  would  seem  impossible  to  hire  a  properly  qualified  staff,  for  the 
staff  must  meet  the  needs  of  the  types  of  students  who  will  be  ad- 
mitted. 

Testimony  received  by  this  subcommittee  has  stressed  the  extremely 
expensive  elements  of  the  guidance  school  proposal.  To  be  thoroughly 
effective  and  to  achieve  the  goals  for  which  it  was  established,  the 
guidance  school  would  have  to  be  designed  to  give  a  high  degree  of 
individual  guidance  and  instruction  to  the  pupil.  A  study  reported  to 
the  subcommittee  by  Mr.  Frank  Corwin,  Director  of  Special  Services, 
Redwood  City  Schools,  suggested  the  following  outline  for  a  guidance 
school : 

1.  A  full  program  of  course  offerings  paralleling  the  programs  of 
the  regular  public  schools. 

2.  A  farm  or  ranch  type  situation  for  the  closest  possible  integration 
of  work  experiences  and  education. 

3.  A  program  of  counseling  and  guidance  considerably  more  exten- 
sive than  normally  found  in  the  public  schools  because  of  the 
special  needs  of  the  students  of  the  guidance  school. 

4.  Use  of  the  "club"  or  "squad"  ideas  which  would  limit  the  class 
size  to  an  optimum  of  10  or  12. 

5.  An  optimum  enrollment,  for  the  entire  school,  of  approximately 
70  to  80. 

Although  costs  were  not  included  in  the  study  reported  by  Mr.  Cor- 
win, it  is  obvious  that  such  a  program  would  be  extremely  expensive. 
Large  numbers  of  teachers  and  counselors  would  be  needed,  and  the 
cost  for  the  large  district  might  well  be  prohibitive.  John  Roberts,  Co- 
ordinator of  Child  Welfare,  San  Francisco  Schools,  estimated  that,  con- 
sidering the  optimum  enrollment  to  be  in  the  range  of  80  to  100  stu- 
dents per  school,  San  Francisco  would  need  25  such  schools  to  handle 
the  students  defined  as  predelinquent. 

Other  witnesses  strongly  suggested  schools  segregated  on  the  basis  of 
sex,  thus  introducing  one  other  costly  element  into  the  guidance  school 
program.  These  witnesses  pointed  out  that  the  guidance  school  would 
be  a  residence  school  with  a  student  body  ranging  in  age  from  eight  to 
17.   Under   these   circumstances  a  separate   school  seemed   advisable. 
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Proponents  of  the  guidance  schools  are  not  in  accord  on  this  question, 
even  though  it  must  be  answered  before  attention  is  given  to  financing 
the  guidance  school  program.  . 

The  subcommittee  is  grateful  to  Mr.  R.  E.  Arnold,  Director  ot  At- 
tendance and  Juvenile  Services,  Office  of  the  County  Superintendent  of 
Schools,  Santa  Clara  County,  for  presenting  cost  estimates  based  on  the 
experience  of  a  boys'  ranch  in  Santa  Clara  County.  These  estimates 
indicated  that  the  five-cent  override  tax  provided  for  in  Assembly  Bill 
1267  would  have  been  sufficient  for  the  operating  expenses  of  such  a 
school,  but  that  some  problem  would  have  been  encountered  regarding 
capital  outlay.  However,  these  estimates  were  derived  from  the  experi- 
ence of  one  school  in  one  county.  There  is  no  reason  to  believe  that  the 
figures  would  be  valid  for  Los  Angeles  or  San  Francisco  counties  where 
many  guidance  schools  would  be  necessary. 

It  must  be  concluded  that  the  question  of  financing  of  guidance 
schools  has  not  been  answered  at  this  time.  Because  of  the  sketchy 
nature  of  the  information  presented  to  this  subcommittee,  the  subcom- 
mittee cannot  recommend  so  far-reaching  and  apparently  costly  a  pro- 
gram without  more  reliable  data. 
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FINDINGS 

1.  There  appears  to  be  a  need  for  reorganization  of  the  office  of 
county  superintendent  so  that  the  office  may  better  meet  the  needs  of 
education  in  California. 

2.  Several  large  school  districts  in  California  have  informed  the  sub- 
committee that  they  are  facing  difficult  problems  in  their  relationship 
with  the  offices  of  the  county  superintendents.  However,  these  problems 
do  not  appear  to  be  pressing  enough  to  warrant  legislative  considera- 
tion separately  from  the  larger  problem  of  reorganization  of  the  office 
of  county  superintendent. 

3.  Assembly  Bills  2392,  2393  and  2394  offer  partial  solutions  to  the 
problems  of  the  large  school  districts,  however,  they  ignore  the  prob- 
lems of  the  small  school  districts.  The  problems  raised  by  this  legisla- 
tion might  delay  a  more  realistic  organization  of  the  office  of  county 
superintendent. 
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RECOMMENDATIONS 

1,  A  complete  study  of  the  organization  of  the  office  of  county  super- 
intendent should  be  undertaken  to  determine  if  a  more  efficient  and 
useful  intermediate  level  of  school  administration  should  be  established. 

2.  No  legislative  action  should  be  taken  on  Assembly  Bills  2392,  2393 
and  2394,  or  legislation  of  similar  intent,  until  the  findings  of  the  above 
study  are  communicated  to  the  Legislature. 
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REPORT  OF  SUBCOMMITTEE 

INTRODUCTION 

Assembly  Bills  2392,  2393  and  2394  were  introduced  in  the  1959 
Session  of  the  Legislature  by  Assemblyman  George  Crawford  of  San 
Diego.  These  bills,  introduced  at  the  request  of  the  San  Diego  Unified 
School  District,  were  referred  to  the  Assembly  Interim  Education 
Committee  for  further  study.  As  a  result  of  this  assignment,  the  Sub- 
committee on  County  Superintendents  v/as  established. 

Briefly,  these  measures  proposed  to  achieve  the  following : 

1.  Exempt  school  districts  having  60,000  a.d.a.  or  more  from  the 
requirement  that  their  certificated  personnel  should  register  their  cre- 
dentials with  the  office  of  the  county  superintendent  of  schools.  (AB 
2392) 

2.  Exempt  school  districts  having  60,000  a.d.a.  or  more  from  filing 
their  budgets  with,  or  subjecting  them  to  examination,  change,  or  ap- 
proval of  the  county  superintendent  of  schools.  (AB  2393) 

3.  Exempt  school  districts  having  60,000  a.d.a.  or  more  from  filing 
orders  with  the  county  superintendent  of  schools  or  subjecting  such 
orders  to  his  approval.   (AB  2394) 

The  subcommittee  held  a  hearing  on  this  proposed  legislation  in  the 
board  room  of  the  San  Diego  County  Water  Authority  on  October  7, 
1959.  The  following  report  is  a  synopsis  of  the  testimony  presented  at 
that  hearing,  upon  which  the  subcommittee  has  based  its  conclusions 
and  recommendations. 

ARGUMENTS  OF  THE  PROPONENTS 

Many  of  the  provisions  now  in  the  Education  Code  were  designed 
for  a  period  in  California  history  when  the  job  of  educating  our  youth 
was  considerably  smaller  than  it  is  today.  As  a  consequence,  these  pro- 
visions are  outmoded  and  no  longer  meet  the  needs  of  California  edu- 
cation. These  provisions  were  designed  for  a  period  when  nearly  all 
school  districts  were  small  and  lacked  competent  staffs  to  perform 
many  duties  for  themselves.  A  review  by  the  county  superintendent 
provided  a  useful  check  on  the  financial  operations  of  the  district. 
Often  errors  found  by  such  reviews  saved  the  tax]3ayers  large  sums  of 
money. 

Times  in  California,  however,  have  changed  drastically  in  the  last  few 
years.  Now  many  large  school  districts  can  afford  to  hire  the  skilled 
staffs  necessary  to  perform  their  own  review.  The  large  district  staffs 
closely  check  the  budgets  and  warrants  of  the  district  and  eliminate 
the  errors  formerly  found  during  the  review  by  the  county  superin- 
tendent. The  review  by  the  county  superintendent  has  become  an  un- 
necessary duplication  of  the  work  of  the  district  staff.  Abolition  of 
these  unnecessary  functions  now  performed  by  the  county  superintend- 
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ent  would  result  in  savings  to  the  taxpayers  of  the  large  districts  and 
the  State  of  California. 

This  is  not  to  say,  however,  that  only  the  large  districts  need  a  more 
independent  status.  Many  smaller  districts  are  performing  equally 
excellent  work,  so  that  the  figure  of  60,000  a.d.a.  as  a  breaking  point 
is  not  a  magic  number.  Many  smaller  and  medium  sized  districts,  such 
as  the  Santa  Ana  City  School  District,  use  the  most  modern  methods  in 
their  accounting  procedures.  Deserving  districts,  no  matter  what  their 
size,  should  receive  the  benefits  of  these  reforms. 

In  the  Los  Angeles  city  schools,  and  in  other  districts,  the  original 
handling  of  the  warrant  and  the  review  by  the  county  superintendent 
are  handled  in  one  operation.  Warrants^  are  not  sent  to  the  central 
office  of  the  county  superintendent,  but  instead  they  are  approved  by 
a  deputy  who  works  in  the  school  district  office.  Because  this  review 
by  the  county  superintendent  has  become  so  cursory,  it  would  seem 
logical  to  take  the  next  step  and  give  the  districts  the  independence 
they  now  lack  in  name  only. 

Every  agency  of  government  is  subject  to  an  audit  performed  by  an 
outside  agency.  The  large  districts  should  not  be  exceptions.  Most  dis- 
tricts already  hire  outside  accounting  firms  to  conduct  independent 
audits  of  the  district  books.  It  would  be  quite  simple  for  the  Legisla- 
ture to  specify  the  procedures  to  be  followed  by  these  auditors  so  that 
a  completely  satisfactory  and  authentic  audit  would  be  obtained.  In- 
deed, the  resulting  audit  would  be  more  accurate  because  the  independ- 
ent auditor  would  be  working  with  all  the  pertinent  documents.  At 
present,  the  county  superintendent  generally  takes  the  word  of  the 
district  regarding  these  documents  which  are  rarely  sent  to  the  central 
office  of  the  county  superintendent. 

Improvement  in  the  handling  of  warrants  within  the  various  school 
districts  could  be  effected  if  the  large  districts  were  given  the  independ- 
ent status  contemplated  in  this  proposed  legislation.  The  office  of  the 
county  superintendent  must  process  the  warrants  of  both  the  large  and 
small  school  districts.  Consequently,  approximately  the  same  processing 
machines  and  equipment  must  be  used  by  all  business  offices  within  the 
county.  In  Alameda  County  this  meant,  for  example,  that  the  Oakland 
Unified  School  District  could  not  adopt  the  most  modern  business 
machines  because  the  county  superintendent  could  not  also  install  such 
modern  equipment.  He  could  not  install  such  equipment  because  he 
also  must  serve  the  small  districts  which  could  not  afford  to  purchase 
such  equipment.  If  the  reforms  contemplated  in  this  legislation  were  in 
effect,  the  large  districts  would  be  free  to  solve  their  complex  problems 
in  the  most  efficient  and  modern  way  they  could  afford. 

The  large  districts  are  in  need  of  immediate  relief  from  the  juris- 
diction of  the  county  superintendent  so  that  they  may  streamline  pro- 
cedures and  avoid  excessive  duplication.  It  may  be  true  that  a  complete 
re-examination  of  the  structure  of  education  in  California  is  necessary, 
but  this  must  not  obscure  the  fact  that  the  large  districts  need  im- 
mediate relief.  The  passage  of  this  legislation  would  in  no  way  preclude 
the  undertaking  of  a  comprehensive  study  of  the  need  for  reorganiza- 
tion of  the  structure  of  public  education  in  California. 
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ARGUMENTS  OF  THE  OPPONENTS 

Both  the  California  Association  of  School  Administrators  and  the  Cal- 
ifornia Association  of  County  School  Superintendents  have  recognized 
the  need  for  reorganization  of  educational  administration  at  the  county- 
level.  The  California  Association  of  School  Administrators  began  a 
study  of  the  subject  in  1957.  The  County  School  Superintendents  As- 
sociation has  voted  to  request  the  Legislature  to  initiate  a  study  of  re- 
organizing these  county  offices  into  a  new  intermediate  level  of  admin- 
istration. Both  of  these  organizations,  however,  cautioned  against  any 
piecemeal  approach  to  the  problem.  They  noted  that  the  full  implica- 
tions of  the  establishment  of  new  independent  districts  must  be  evalu- 
ated and  understood  before  action  is  taken. 

Unfortunately,  these  bills  constitute  a  piecemeal  approach  to  the 
problem  and  leave  many  questions  unanswered.  There  is  no  doubt  that 
some  of  the  present  county  units  are  unrealistic.  County  boundaries 
are  political  boundaries  and  were  established  as  such.  Too  often  they 
bear  little  relationship  to  the  educational  needs  of  an  area.  To  merely 
shift  functions  from  one  office  to  another,  possibly  hiring  a  new  staff 
to  do  the  work  of  the  existing  experienced  staff,  will  not  fully  solve 
the  problem  of  the  large  districts  and  may  compound  those  of  the 
small. 

A  considerable  amount  of  skill  is  required  in  the  preparation  of 
school  district  budgets.  The  offices  of  the  county  superintendents  have 
highly  trained  specialists  to  provide  invaluable  service  to  the  school 
districts  in  the  preparation  of  their  budgets.  The  work  of  these  skilled 
technicians  results  in  increased  efficiency.  One  county  superintendent 
recently  noted  that  his  office  discovered  errors  exceeding  $725,000  in 
the  budget  of  one  large  school  district. 

An  equally  valid  argument  can  be  made  for  the  approval  of  war- 
rants and  orders  by  the  county  superintendent.  Errors  have  been  found 
and  are  continuing  to  be  found  by  the  various  superintendents.  This 
indicates  a  continuing  need  for  review  by  the  county  superintendents. 
If  the  review  function  of  the  county  superintendents  is  removed,  the 
review  must  still  be  performed  by  someone,  most  likely  the  State. 
If  the  State  assumes  this  function,  a  valued  and  historic  local  function 
will  be  removed  from  local  control. 

One  final  fallacy  of  this  legislation  should  be  noted.  The  figure  of 
60,000  a.d.a.  is  scarcely  a  magic  number;  indeed,  it  seems  quite  arbi- 
trary. Many  districts  of  2,000  a.d.a.  or  less  are  doing  a  better  job  in 
the  areas  of  certification,  budgets,  payrolls  and  warrants  than  some  of 
the  larger  districts.  There  seems  to  he  no  reason  to  grant  a  measure 
of  independence  to  the  large  district  without  granting  the  same  meas- 
ure of  independence  to  some  of  the  deserving  small  districts. 

These  bills,  with  their  piecemeal  approach,  do  not  provide  the  an- 
swers to  the  problems  they  profess  to  solve.  To  avoid  confusion,  a 
sweeping  study  of  the  whole  structure  of  education  in  California  is 
needed.  To  build  soundly,  the  whole  structure  must  be  renovated  and 
not  repaired  piece  by  piece. 

SUMMARY 

A  provision  establishing  the  office  of  county  superintendent  was 
written  into  the  California  Constitution  of  1879.  Since  that  time  the 
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county  superintendents  have  become  an  increasingly  important  ele- 
ment in  the  administration  of  education  in  California. 

At  first,  the  duties  of  the  county  superintendents  were  largely  cleri- 
cal. Financial  support  came  entirely  from  taxes  raised  on  the  county 
level.  By  1919,  however,  the  State  was  contributing  to  the  support 
of  the  duties  of  the  county  superintendents.  With  this  state  aid  came 
a  steadily  increasing  workload,  including  the  supervision  of  instruc- 
tion. Today  the  county  superintendents  form  a  vital  link  in  the  admin- 
istrative chain  of  California  education. 

A  majority  of  the  witnesses  before  this  subcommittee  expressed  the 
opinion  that  a  reform  of  the  office  of  the  county  superintendent  is 
needed  to  enable  the  superintendents  to'  deal  more  effectively  with 
present-day  educational  problems.  County  officials  appearing  before 
the  subcommittee  noted  the  complaints  of  the  large  districts  regarding 
the  county  superintendents'  offices,  and  stated  they  wished  to  work 
with  the  large  districts  in  solving  their  mutual  problems. 

In  their  present  form,  these  bills  are  incomplete  and  their  intent 
obscure.  Many  vital  questions  should  be  answered  before  the  Legisla- 
ture takes  action  on  this  legislation.  For  example,  does  the  legislation 
propose  that  payroll  orders  (warrants)  be  reviewed  only  by  district 
officials?  At  present,  Education  Code  Section  21109,  which  is  not 
repealed  by  this  legislation,  requires  the  county  auditor  to  examine 
warrants  of  districts.  If  this  legislation  were  passed,  credentials  of 
certificated  personnel  in  the  districts  not  affected  by  this  legislation 
would  continue  to  be  filed  in  the  office  of  the  county  superintendent, 
while  those  from  the  affected  districts  would,  of  necessity,  be  filed  with 
the  county  auditor.  This  is  no  way  to  simplify  procedures  for  the  dis- 
trict, nor  for  the  State  Department  of  Education. 

Testimony  of  the  proponents  of  this  legislation  has  left  other  ques- 
tions unanswered.  If  the  duties  of  the  county  superintendent  specified 
in  this  legislation  are  abolished  with  respect  to  districts  of  60,000  a.d.a. 
or  over,  w^hat  will  be  the  status  of  other  duties  of  the  county  superin- 
tendent which  are  derived  or  inferred  from  the  duties  to  be  abolished 
by  this  legislation?  These  duties  would  include  responsibilities  per- 
taining to  special  district  funds  and  district  reserve  funds.  Also,  the 
legislation  does  not  make  clear  the  procedure  to  be  followed  with  re- 
spect to  the  issuance,  approval,  and  allowance  of  district  orders  of 
the  newly  independent  districts. 

It  is  the  opinion  of  this  subcommittee  that  consideration  must  be 
given  to  reorganization  of  the  office  of  county  superintendent.  In  saying 
this,  the  subcommittee  does  not  express  a  lack  of  confidence  in  the 
county  superintendents,  but  rather  acknowledges  the  vital  role  of 
these  officials.  A  reorganization  of  the  office  of  the  county  superin- 
tendent would  undoubtedly  further  strengthen  the  ability  of  the  county 
superintendents  to  deal  with  current  problems  of  education. 

Assembly  Bills  2392,  2393  and  2394  suggest  partial  and  short-range 
solutions  which  would  benefit  the  large  districts,  but  which  do  not 
address  themselves  to  the  major  problem  of  the  adequacy  of  the  inter- 
mediate level  of  school  administration.  This  subcommittee,  therefore, 
advises  that  further  study  is  needed  before  legislative  action  is  taken 
on  Assembly  Bills  2392,  2393  and  2394  or  other  legislation  of  similar 
intent. 
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REPORTS  ON   HOUSE  RESOLUTIONS 

The  following  House  Resolutions  were  referred  for  interim  study  to 
this  committee  at  the  1959  or  1960  sessions  of  the  Legislature:  House 
Resolution  108  (1959),  House  Resolution  335  (1959),  House  Resolution 
345  (1959),  House  Resolution  357  (1959),  House  Resolution  22  (1960), 
and  House  Resolution  76  (1960). 

House  Resolution  22  has  been  considered  by  the  Subcommittee  on 
Higher  Education.  House  Resolution  108  has  been  considered  in  con- 
nection with  the  study  by  the  Subcommittee  on  Adult  Education. 
House  Resolution  345  has  been  considered  by  the  Subcommittee  on 
Guidance  Schools. 

Brief  resumes  on  House  Resolutions  76,  335  and  357  follow  this 
introduction.  The  committee  staff  has  prepared  the  resumes  on  these 
resolutions;  no  hearings  were  held  regarding  them.  No  findings  or 
recommendations  are  made  by  the  committee  on  these  particular  resolu- 
tions. These  resumes  have  been  included  in  this  report  as  information 
and  source  documents  for  whatever  action  the  Legislature  may  deter- 
mine. 

HOUSE  RESOLUTION  NO.  76 

"Federal  Aid  to  Education" 

House  Resolution  76  was  introduced  in  the  1960  Session  of  the 
Legislature  by  Assemblyman  Carl  A.  Britschgi.  This  resolution  di- 
rected the  Assembly  Interim  Committee  on  Education  "to  undertake 
a  comprehensive  study  of  all  aspects  of  federal  assistance  now  pro- 
vided for  support  of  the  public  school  system  in  California  and  the 
effects  of  such  assistance  upon  the  financial  needs  of  local  agencies 
administering  the  public  schools." 

There  was  neither  time  nor  funds  available  for  the  Assembly  Interim 
Education  Committee  to  adequately  carry  out  a  study  as  far-reaching 
as  that  directed  by  House  Resolution  76.  Consequently,  the  commit- 
tee felt  it  would  be  best  to  limit  its  study  to  a  factual  documentation 
of  the  following  items  : 

1.  The  amounts  of  moneys  now  being  received  from  the  federal  gov- 
ernment for  assistance  to  education  in  California. 

2.  The  types  of  programs  for  which  federal  moneys  are  received. 

3.  The  general  qualifications  and  provisions  by  which  such  federal 
moneys  are  allocated  and  received. 

A  request  to  this  effect  was  sent  to  the  California  State  Department 
of  Education.  Mr.  Collier  McDermon,  field  representative  in  school 
administration,  prepared  a  report  for  the  committee  answering  the 
questions  outlined  above.  Since  this  report  was  so  complete  and  en- 
lightening, excerpts  of  it  are  given  below  at  some  length. 

The  committee  hopes  that  this  information  may  prove  useful  as  a 
source  document.  Should  the  Legislature  desire  to  fully  study  this 
subject  during  the  next  interim  period  the  material  published  below 
will  serve  as  a  basis  from  which  a  more  complete  study  of  this  subject 
may  be  made. 
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THE  REPORT 

The  concept  of  federal  aid  to  education  is  a  much  broader  one  than 
is  commonly  supposed.  Certain  aspects  of  federal  aid  (mainly,  Na- 
tional Defense  Education  Act,  Public  Laws  874  and  815,  and  Forest 
Reserve  Acts)  have  received  most  of  the  attention,  and  thus,  many  peo- 
ple think  of  federal  aid  only  in  the  terms  and  the  provisions  of  these 
few  acts.  Actually,  federal  aid  covers  137  separate  programs  employing 
several  different  methods  for  distributing^  funds  for  education.  These 
methods  of  distribution  have  been  adapted  to  the  kinds  of  aids  and 
to  the  purposes  for  which  Congress  provided  the  funds,  and  vary  as 
outlined  in  the  specific  sections  of  federal  acts  which  provide^  for  the 
authorization,  appropriation,  and  expenditures  of  funds.  Nine  sep- 
arate methods  or  combination  of  methods  of  distribution  of  federal 
funds  are  employed.  They  may  be  classified  as  follows : 

1.  Allotted  on  the  basis  of  land  areas. 

2.  Distributed  in  proportion  to  population  figures. 

3.  Awarded  to  the  states  as  flat  grants. 

4.  Given  on  condition  that  matching  funds  are  provided  from  state 
and  local  revenues. 

5.  Provided  as  the  cost  of  an  educational  program  or  of  operating 
the  school. 

6.  Apportioned  to  meet  a  federal  obligation,  such  as  payments  in 
lieu  of  taxes  on  federally  owned  property. 

7.  Allocated  as  equalization  aid  to  provide  greater  assistance  to  the 
financially  weaker  areas. 

8.  Paid  to  cover  the  cost  of  tuition  and  of  other  educational  expenses 
of  individuals. 

9.  Granted  in  accordance  with  contracts  for  services  on  research  pro- 
grams in  various  colleges  and  universities. 

TABLE   1-1957-58 

Amount  of  Money  California  Received  Under  the  Several  Acts  Administered  by 

the  Department  of  HeaSth,  Education,  and  Welfare 

Support  of  the  land  grant  colleges $175,599 

Aid  to  federally  affected  areas —  -,/.-,  a-?  ttk 

Public  Law  874 t^'l^J'l]^ 

Public  Law  815   tl'l^ 

Library    services    qti -i!in 

Vocational  education  below  college  grade  level itrtl 

American  printing  house  for  the  blind fioo^r 

Education  of  public  health  personnel bJ,-4o 

Federal  surplus  property — 

Personal  property 'rcT  a^q 

Real   property    o  n7i  tS 

Vocational    rehabilitation    z,V(X,i6Z 
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TABLE  2 

Summary  of  Acts  Administered  Under  the  Control  of 

the  Department  of  Agriculture 

Agricultural   experiment   stations    $623,881 

Co-operative  agricultural  extension  service 1,260,868 

School  lunch  program  (national  school  lunch  act)  — 

Cash    distribution    ^'§^^'§Ii 

Commodity    distribution    8,560,555 

Special  school  milk  program   5,412,000 

TABLE  3 

Summary  of  Federal  Funds  Expended  Under  Acts  Administered  by  the  Veterans 

Administration  for  the  Education  of  Benefsciaries 

Vocational  rehabilitation — Public  Laws  16  and  894 $1,812,628 

Education  and  training — 

Public  Law  550 69,569,543 

Public   Law   346  602,268 

Educational  assistance  for  war  orphans — Public  Law  634 225,968 

TABLE  4 

Summary  of  Federal  Assistance  for  Educational  Purposes  Provided 

Through  Other  Federal  Offices  and  Agencies 

Federal  civil  defense  administration $32,086 

National    science   foundation    2,924,287 

Other  federal  offices  and  agencies 19,000 

TABLE  5 
Summery  of  Federal  Funds  for  Education  (by  Agency) 
Funds  administered  by  the  Department  of  Health,  Education, 

and  Welfare $56,658,053 

Funds  administered  by  the  U.S.  Department  of  Agriculture 20,170,175 

Funds  for  the  education  of  veterans 72,210,407 

Other  federal  funds  for  education   2,975,373 

In  addition  to  the  several  acts  reported  above,  there  are  some  educa- 
tional programs  which  are  national  in  scope  that  do  not  have  a  report- 
ing on  the  amount  of  assistance  allocated  for  any  one  particular  state. 
Examples  are :  the  appropriations  for  federal  military  schools  and 
academies,  and  the  U.S.  Office  of  Education  fellowship  and  educational 
exchange  programs. 

In  addition  to  a  consideration  of  methods  of  distribution  and  the 
amounts  involved,  the  purposes  of  distribution  are  significant.  These 
purposes  are  as  varied  as  the  methods,  but  are  generally  classified 
according  to  general  or  special  purpose.  Both  general  and  special  aids 
were  approved  in  early  legislation,  but  in  the  years  which  have  followed 
those  first  grants,  Congress  has  given  more  attention  to  special  aids. 
Grade  levels  of  the  educational  programs  which  have  been  assisted 
by  federal  funds  may  also  be  noted. 

The  earliest  grants  of  land  were  for  the  establishment  of  common 
schools.  Later,  grants  were  made  for  the  establishment  of  colleges.  Be- 
ginning in  1917,  funds  were  provided  for  vocational  education  in  the 
secondary  grades  and  for  some  years  after  1933,  emergency  funds  were 
provided  for  various  levels  of  education,  including  nursery,  kinder- 
garten, elementary,  secondary,  higher  and  adult  education.  Also,  since 
1935,  substantial  amounts  have  been  allocated  for  school  lunches  in  the 
elementary  and  secondary  schools. 


110  ASSEMBLY  INTERIM   COMMITTEE  ON  EDUCATION 

Federal  Forest  Reserve  Funds 

The  Federal  Forest  Reserve  Act  requires  that  25  percent  of  all 
moneys  received  during  any  fiscal  year  from  each  national  forest  shall 
be  paid  by  the  U.S.  Treasury  to  the  state  in  which  such  national  forest 
is  situated,  to  be  expended  as  the  state  legislature  may  prescribe  for  the 
benefit  of  the  public  schools.  Fifty  percent  of  the  monies  received  from 
the  U.S.  Forest  Reserve  Fund  is  apportioned  to  the  county  forest  re- 
serve school  fund  of  the  several  counties  of  the  state  for  the  benefit  of 
the  schools.  During  the  fiscal  year  1957-58,  California's  schools  shared 
$2,062,299.57  from  the  Forest  Reserve  Fund.  Most  of  this  money  was 
disbursed  to  40  counties  of  the  state,  10  counties  receiving  the  larger 
portion. 

There  are  various  criteria  upon  which  a  school  district  is  or  is  not 
eligible  to  receive  federal  aid  under  the  several  acts  shown  above. 
There  follows  a  listing  of  the  various  acts  showing  the  qualification  pro- 
visions with  which  compliance  must  be  had  to  insure  eligibility. 

Land  Grant  Colleges 

The  fundamental  purpose  of  the  Morrell  Act  was  to  insure  the  devel- 
opment in  each  state  of  at  least  one  college  adapted  to  the  educational 
needs  of  those  engaged  in  agriculture  and  industry.  Institutions  estab- 
lished or  designated  to  receive  federal  assistance  under  this  act  are 
generally  known  as  land  grant  colleges  and  universities.  Grants  to  the 
states  of  30,000  acres  of  land  or  the  equivalent  in  script  for  each  repre- 
sentative and  each  senator  were  authorized  by  the  Morrell  Act.  State 
legislatures  were  expected  to  provide  sites  and  essential  buildings  and 
to  make  additional  appropriations  for  necessary  operating  expenses. 
The  provision  of  the  act  requires  that  moneys  derived  from  the  sale  of 
the  land  in  each  state  shall  constitute  a  perpetual  and  irreducible  fund, 
the  income  from  which  is  for  the  support  of  its  land  grant  colleges  and 
universities.  In  1890,  additional  funds  were  provided  in  an  initial 
appropriation  of  $15,000  for  each  state  or  territory,  with  an  increase 
of  $1,000  each  year  over  the  preceding  year  for  10  years,  after  which 
time  the  annual  appropriation  was  to  be  $25,000. 

School  Support  in  Federally  Affected  Areas— Public  Laws  874  and  815 

Reductions  in  taxable  valuations,  due  to  the  federal  purchase  of 
property  and  increases  in  enrollments  arising  from  federal  activities, 
have  continued  to  burden  certain  communities  in  financing  public 
school  services.  Basically,  these  laws  recognize  three  categories  of  chil- 
dren for  whom  the  federal  government  assumes  partial  responsibility 
by  providing  funds  for  educational  services.  These  groups  may  be 
classified  as  "A,"  "B,"  and  "C."  The  ^'A"  children  are  those  whose 
parents  live  and  work  on  federal  property.  The  "B"  children  are  those 
whose  parents  live  or  work  on  federal  property.  The  "C"  children  are 
those  whose  parents  have  moved  to  an  area  because  of  federal  contract 
activity,  but  who  do  not  work  or  live  on  federal  property. 

Specific  formulas  for  use  in  determining  the  amount  of  money  school 
districts  are  entitled  to  receive  under  Public  Laws  874  and  815  are  in- 
cluded in  the  federal  legislation.  These  formulas  are  based  upon  the 
number  of  children  in  the  three  categories  and  the  rate  per  child  to  be 
paid  from  federal  funds.  "A"  children  justify  federal  allocations  to 
the  extent  of  the  full  local  contribution  rate  per  child,  and  "B"  ehil- 
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dren  are  included  at  half  this  rate.  Payments  for  "C"  children  are 
limited  to  the  actual  deficit  in  local  operating  revenues,  but  may  not 
exceed  the  pupil  rate  for  each  federally  connected  pupil. 

Eligibility  is  limited  to  school  districts  that  have  the  required  percent 
of  federally  connected  pupils  in  attendance.  Local  contribution  rates 
are  calculated  for  each  participating  district  on  the  basis  of  current 
school  expenditures  in  comparable  communities  in  the  same  state.  The 
pupils  in  California  connected  to  federally  owned  property  eligible 
under  Public  Law  874  are  found  in  444  of  California's  1,721  school 
districts.  These  444  districts  are  located  in  39  of  the  State 's  58  counties. 
The  average  daily  attendance  of  the  federally  affected  pupils  totals 
219,425. 

Public  Law  815  (School  Construction) 

This  act  was  designed  to  assist  local  school  districts  in  erecting  neces- 
sary school  facilities  to  house  enrollment  increases  brought  about  by 
the  enrollment  of  children  whose  parents  were  employed  in  federally 
related  enterprises  The  requirements  for  eligibility  and  criteria  for 
determining  federal  allocations  under  Public  Law  815  are  similar  to 
those  of  Public  Law  874.  Eligibility  is  based  upon  the  increase  in  mem- 
bership of  federally  connected  children  and  the  rate  per  pupil  in  each 
state  is  computed  in  terms  of  the  average  per  pupil  cost  of  constructing 
the  school  facilities  in  that  state.  Amounts  authorized  are  computed  in 
accordance  with  the  formula  based  upon  varying  percentage  payments 
for  "A,"  "B,"  and  "C"  classification  children.  Funds  approved  for 
projects  cannot  exceed  the  amount  needed  to  provide  school  facilities 
for  the  number  of  federally  connected  pupils  or  the  number  of  pupils 
who  otherwise  would  have  no  schoolhousing,  whichever  is  smaller. 

Library  Services 

Public  Law  597,  passed  in  1956,  is  known  as  \he  Library  Services 
Act.  This  act  authorizes  an  appropriation  of  $7,500,000  annually  for 
five  years  for  grants  to  the  states  for  the  extension  improvement  of 
public  library  services  to  the  estimated  27,000,000  persons  in  the  rural 
areas  without  such  service.  The  rural  area,  as  defined  by  this  act,  is  any 
place  of  10,000  population  or  less,  according  to  the  latest  United  States 
census.  Funds  allotted  to  the  states  on  this  rural  population  basis  are 
matched  by  the  states  on  the  basis  of  the  per  capita  income.  To  remain 
eligible,  the  state  must  maintain  its  expenditures  for  all  public  library 
services  at  least  at  the  same  level  as  in  1956. 

Vocational  Education  of  Less  Than  College  Grade 

Federal  assistance  for  vocational  education  under  the  college  grade 
level  was  authorized  by  the  Smith-Hughes  Act  of  1917.  Allotments  to 
the  states  under  the  vocational  education  acts  are  made  in  the  propor- 
tions which  the  state  populations  bear  to  the  total  population  of  the 
United  States.  The  act  also  provides  a  minimum  allotment  of  $10,000 
annually  to  each  state  for  each  of  three  purposes :  salaries  for  teachers 
of  agricultural  subjects;  salaries  for  teachers  in  trade,  home  economics, 
and  industrial  subjects ;  and  a  sum  for  the  training  of  teachers  of  voca- 
tional subjects.  The  act  also  appropriates  additional  sums  of  $27,000, 
$50,000,  and  $90,000,  respectively,  or  as  much  thereof  as  may  be  needed 
to  guarantee  the  basic  programs.  Each  state,  in  order  to  participate  in 
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the  benefits  of  this  act,  has  been  required  to  accept  by  an  act  of  its 
legislature  the  provisions  of  the  federal  act  to  appoint  the  state  treas- 
urer as  custodian  of  the  federal  appropriations  and  to  designate  or 
create  a  State  Board  for  Vocational  Education.  In  addition  to  the 
parent  Smith-Hughes  Vocational  Act  and  its  subsequent  acts,  is  the 
National  Defense  Education  Act. 

This  act  provides  annual  appropriations  for  the  further  development 
of  vocational  education.  It  makes  available  funds  for  administration, 
supervision,  teacher  training,  vocational  instruction  and  guidance,  es- 
tablishing programs  for  apprentices,  and  for  the  purchase  or  rent  of 
equipment  and  the  purchase  of  supplies  for  vocational  instruction. 

Maximum  amounts  which  may  be  appropriated  and  allotted  to  the 
states  and  territories  for  each  field  of  vocational  education  are  also  au- 
thorized by  this  act.  These  include  (1)  $10  million  for  vocational  agri- 
culture allotted  to  states  on  the  basis  of  the  ratio  between  their  farm 
population  and  the  total  farm  population  of  the  United  States;  (2)  $8 
million  for  home  economics  to  be  allotted  on  the  basis  of  rural  popula- 
tion; (3)  $8  million  for  trade  and  industrial  education  allotted  on  the 
basis  of  nonfarm  population;  (4)  $2.5  million  for  vocational  education 
in  distributive  occupations  on  a  basis  of  total  population;  and  (5) 
$375,000  as  the  basis  of  the  extent  of  the  fisheries  trades  and  distribu- 
tive occupations. 

No  state  shall  receive  less  than  $40,000  per  year  for  the  first  three 
fields  of  vocational  education,  nor  less  than  $15,000  for  the  fourth  one. 

American  Printing  House  for  fhe  Blind 

The  American  Printing  House  for  the  Blind  is  a  national,  nonprofit 
institution.  Its  primary  purpose  is  to  supply  educational  books,  mate- 
rials, and  tangible  apparatus  for  the  blind  for  schools  and  classes  oper- 
ating in  all  the  states  and  territories.  The  first  act  of  sponsorship  by 
the  federal  government  was  established  through  the  act  of  1879.  The 
original  appropriation  called  for  $10,000  per  year.  This  increased  to  a 
maximum  of  $410,000  in  August  1956.  However,  only  $240,000  of  the 
full  authorization  was  appropriated  for  the  1956-57  school  year  and 
$338,000  for  1957-58.  Allotments  of  materials  for  the  blind  purchased 
from  the  American  Printing  House  are  made  to  the  states  on  the  basis 
of  allocations  determined  in  relation  to  the  number  of  blind  students. 

Education  of  Public  Health  Personnel 

Programs  of  education  for  public  health  personnel  stem  from  the 
enactment  of  Title  VI  of  the  Federal  Social  Security  Act  in  1936.  In 
each  state,  the  selection  of  personnel  for  sponsored  training  from  the 
professional  or  technically  trained  ranks  is  left  to  the  discretion  of  the 
state  health  officer.  Training  is  provided  for  physicians,  dentists,  nurses, 
laboratory  workers,  sanitation  personnel,  and  other  persons  who  are, 
or  are  to  be  employed  in  official  state,  county,  or  local  health  programs. 
Personnel  receiving  sponsored  training  must  fall  into  one  of  the  three 
following  pay  and  allowance  criteria : 

1.  Those  who  receive  stipends  instead  of  regularly  established  sal- 
aries. 
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2.  Those  who  receive  salaries,  but  have  been  relieved  of  their  regular 
duties  for  the  training  period. 

3.  Those  for  whom  only  tuition  and  travel  expenses  are  paid. 

Federal  Surplus  Property 

The  enactment  of  Public  Law  152  in  June  1949,  repealed  many  of 
the  enactments  of  earlier  laws  pertaining  to  the  disposal  of  surplus 
property.  In  1955,  Congress  enacted  Public  Law  61,  which  amended 
the  Federal  Property  Administrative  Services  Act  to  provide  for  the 
donation  of  certain  classifications  of  property  in  the  Defense  Depart- 
ment which  prior  to  this  time  had  been  classified  as  nondonable  by 
virtue  of  their  being  placed  in  stock  fund  accounts.  Under  this  law, 
surplus  property  must  be  made  available  for  allocation  and  donation 
to  nonprofit,  tax-exempt  school  S3'stenis,  colleges,  universities,  hospitals, 
clinics,  medical  institutions,  health  centers,  and  tax-supported  school 
systems,  before  it  can  be  offered  for  sale  to  the  general  public. 

In  addition,  surplus  personal  property  may  also  be  donated  to  eligible 
civil  defense  units.  Approximately  85  percent  of  the  supplies  made 
available  have  originated  in  the  military  agencies  within  the  Depart- 
ment of  Defense.  Property  determined  by  the  Department  of  Health, 
Education,  and  Welfare  to  be  usable  and  necessary  for  educational, 
public  health,  or  civil  defense  purposes  is  allocated  to  the  established 
state  agencies  for  surplus  property  for  donation  to  eligible  institutions 
within  the  respective  states. 

Surplus  Real  Property.  Congressional  enactments  have  authorized 
the  sale  or  lease  of  real  property  to  educational  institutions  if  an  im- 
portant need  exists.  Such  property  may  vary  from  large  installations 
that  are  complete  with  buildings  and  all  utilities  to  single  buildings  or 
small  areas  of  land,  with  or  without  improvements.  Transfers  of  real 
property  are  made  to  schools  with  restrictions  requiring  educational 
utilization  varying  from  5  to  20  years.  The  fair  value  of  the  property 
at  the  time  of  transfer  is  paid  by  these  institutions,  partly  in  cash  and 
partly  in  public  benefits  which  accrue  through  the  utilization.  Public 
benefits  are  predetermined  b}^  the  program  use  and  may  justify  full 
100  percent  discount.  Total  fair  value  of  federal  surplus  property  (per- 
sonal) received  by  California  1946-47  to  1958-59  amounted  to  $117,235,- 
413.20. 

Vocational  Rehabilitation 

Vocational  rehabilitation  provisions  stem  from  a  1920  federal  law 
which  approved  federal  appropriation  allotments  to  the  states  on  the 
basis  of  total  population.  In  order  to  receive  its  share  of  federal  funds, 
each  state  was  required  to  appropriate  at  least  an  equal  amount  of 
state  money.  In  1943  the  Barden-LaFollette  Act  was  passed,  which 
expanded  the  scope  of  the  program  and  changed  the  method  of  financ- 
ing the  service.  States  were  reimbursed  for  100  percent  of  necessary 
expenditures  in  accordance  with  the  approved  state  plan  for  administra- 
tion, guidance,  and  placement ;  and  50  percent  of  the  cost  of  the  other 
services  enumerated  in  the  act. 

In  1954  the  parssage  of  the  Vocational  Rehabilitation  Act  allowed  a 
great  expansion  of  vocational  rehabilitation  services  throughout  the 
nation.  Federal  funds  under  this  1954  act  are  allotted  to  the  states  on 
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the  basis  of  population  weighted  by  per  capita  income,  with  provision 
for  a  floor  to  insure  that  no  state's  allotment  is  less  than  the  1954  level 
of  operation.  In  order  to  earn  the  floor,  state  funds  must  equal  1954 
state  funds.  The  rest  of  the  support  allotment  is  earned  at  rates  related 
to  the  fiscal  capacity  of  the  state.  After  1959  the  matching  requirements 
for  the  floor  are  to  be  adjusted  25  percent  a  year,  so  that  by  1963  the 
entire  support  allotment  will  be  earned  at  rates  related  to  the  fiscal 
capacity  of  the  state. 

ACTS  ADMINISTERED  UNDER  THE  CONTROL  OF 
THE  DEPARTMENT  OF  AGRICULTURE 

Agricultural  Experiment  Stations 

Since  1888  federal  aid  has  been  available  for  the  operation  of  state 
agricultural  experiment  stations.  These  stations  are  operated  chiefly  as 
units  of  the  land  grant  colleges  of  agriculture  and  mechanic  arts.  Fed- 
eral funds  have  been  provided  by  several  congressional  acts.  In  1955 
legislation  was  enacted  that  prescribed  that  the  amount  any  state  may 
be  entitled  to  receive  in  any  year  for  conduct  of  agricultural  research 
shall  be  the  amount  received  in  fiscal  year  1955,  plus  such  additional 
amounts  as  each  state  may  be  authorized  to  receive  under  the  formula 
contained  in  that  act.  Under  this  formula,  any  amounts  in  addition  to 
those  made  available  in  1955  are  distributed  as  follows:  20  percent  of 
the  total  allotted  equally  to  each  state ;  26  percent  allotted  on  the  basis 
of  relative  rural  population ;  26  percent  allotted  on  the  basis  of  relative 
farm  population.  All  of  this  72  percent  must  be  matched  in  full  from 
funds  of  nonfederal  origin. 

Cooperative  Agricultural  Extension  Service 

In  1953  Congress  passed  Public  Law  83  which  amended  the  Smith- 
Lever  Act  of  1914  and  consolidated  it  with  nine  other  acts  related  to 
extension  work.  Appropriations  for  educational  work  in  marketing  ex- 
tension service  are  allotted  to  the  states  on  the  basis  of  specific  project 
proposals  which  must  be  approved  by  the  Department  of  Education 
and  must  be  matched  in  full  by  nonfederal  funds. 

School  Lunch  Program  (National  School  Lunch  Act) 

Public  Law  396  was  approved  in  June  1946.  The  purpose  of  the  act 
was  to  safeguard  the  health  and  well-being  of  the  nation's  children  and 
to  encourage  the  domestic  consumption  of  nutritious  agricultural  com- 
modities and  other  food.  Each  state  educational  agency,  in  accordance 
with  the  act,  received  an  apportionment  of  funds  based  upon  the 
number  of  children  from  5  to  17  years  of  age,  and  upon  variations  m 
per  capita  income  and  disbursed  these  funds  to  schools  for  school  lunch 
services.  The  formula  provides  in  the  act  an  allocation  of  proportion- 
ately larger  amounts  of  money  to  the  financially  weaker  states. 

The  National  School  Lunch  Act  authorizes  the  purchase  and  distri- 
bution of  foods  to  schools,  as  well  as  the  distribution  of  funds.  This 
distribution  of  foods  includes  surplus  goods  acquired  under  price  sup- 
port and  surplus  removal  operations,  as  well  as  foods  purchased  spe- 
cifically for  the  school  lunch  program.  The  amount  received  under  the 
provisions  of  the  National  School  Lunch  Act  surplus  food  commodities 
for  fiscal  years  1946-59  were  $77,910,847.92. 
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Special  School  Milk  Program 

Official  authorization  for  this  service  stems  from  the  Agricultural 
Act  of  1954.  The  special  milk  program  today  operates  under  the  provi- 
sions of  Public  Law  478  as  amended  in  April  1960.  Public  Law  478 
authorizes  an  annual  appropriation  of  $85  million  for  1959-60  and  $95 
million  for  1961-62.  Schools  serving  Type  A  meals  under  the  National 
School  Lunch  Program  may  receive  up  to  four  cents  reimbursement  for 
each  half  pint  served  in  excess  of  first  half  pint  in  a  Type  A  lunch.  All 
other  schools  and  child  care  institutions  may  receive  up  to  three  cents  re- 
imbursement for  each  half  pint  served. 

ACTS  ADMINISTERED  UNDER  THE  CONTROL  OF 

THE  VETERANS  ADMINISTRATION  FOR  THE 

EDUCATION  OF  BENEFICIARIES 

Vocational  Rehabilitation 

^  Public  Laws  16  and  894  specifically  provide  for  vocational  rehabilita- 
tion of  disabled  veterans.  The  general  purpose  of  these  laws  is  to  restore 
employability  which  has  been  lost  by  virtue  of  a  handicap  due  to  a 
service-incurred  disability  for  which  wartime  rates  of  compensation 
are  payable.  Expenditures  figures  indicate  that  subsistence  allowances 
have  accounted  for  78  percent  of  the  funds  required  to  provide  for 
vocational  rehabilitation  of  disabled  veterans  under  Public  Laws  16 
and  894. 

Education  and  Training— Public  Laws  346  and  550 

These  laws  assisted  the  veteran  in  pursuing  an  educational  course  in 
any  approved  school  or  job  training  establishment.  Under  Public  Law 
346  payments  were  made  directly  to  the  educational  institution  for  fees, 
tuition,  charges  for  books  and  supplies.  Only  amounts  for  subsistence 
and  dependents  were  paid  directly  to  the  veterans.  Under  Public  Law 
550,  payments  were  made  directly  to  veterans  who  were  free  to  arrange 
their  training  programs  just  as  they  might  as  if  they  had  been  granted 
scholarships. 

Educational  Assistance  for  War  Orphans— Public  Law  634 

This  act  provides  educational  assistance  for  training  in  colleges  or 
vocational  programs  given  by  schools  below  the  college  level.  Benefici- 
aries must  generally  be  between  18  and  23  years  of  age  and  can  receive 
educational  services  up  to  36  months.  Direct  payments  are  made  to  the 
individual  similar  to  the  provisions  under  Public  Law  550. 

ACTS  ADMINISTERED  UNDER  OTHER  FEDERAL 
OFFICES  AND  AGENCIES 

Federal  Civil  Defense  Administration 

The  Federal  Civil  Defense  Act  of  1950  states  that  the  responsibility 
for_  civil  defense  shall  be  vested  primarily  in  the  several  states  and 
their  political  subdivisions.  However,  the  federal  government,  through 
the  Federal  Civil  Defense  Administration,  has  the  responsibility  for 
preparing  national  plans  or  programs,  for  providing  necessary  co-ordin- 
ation and  guidance,  and  for  giving  necessary  assistance  to  the  states  in 
carrying  out  their  civil  defense  programs.  The  states  may  enter  in  a 


116  ASSEMBLY  INTERIM  COMMITTEE  ON  EDUCATION 

contractual  arrangement  with  the  Federal  Civil  Defense  Administra- 
tion for  attendance  of  state  representatives  at  any  of  the  training 
schools  maintained  under  the  F.C.D.A.  training  program. 

National  Civil  Defense  Staff  College 

Contracts  executed  by  the  F.C.D.A.  Avith  the  State  call  for  initial 
presentation  of  the  Civil  Defense  Administration  course  by  traveling 
teams  of  National  Civil  Defense  Staff  College  instructors.  The  State 
agrees  under  the  terms  of  this  contract  to  present  the  same  type  o± 
course  at  least  twice  a  year  for  three  consecutive  years.  In  addition  to 
providing  the  traveling  team  to  conduct  tjie  initial  course,  a  maximum 
of  $2  500  is  provided  to  the  State  to  offset  state  expense  of  the  pilot 
course  and  the  first  state  followp  course.  The  additional  state  con- 
ducted f oUowup  course  stipulated  by  the  contract  is  eligible  for  match- 
ing funds  with  up  to  one-half  of  the  expense  of  the  courses  being  met 
by'^F.C.D.A. 

National  Science  Foundation 

The  National  Science  Foundation  was  established  in  1950  to  promote 
the  progress  of  science,  advance  the  national  health,  prosperity,  and 
welfare,  and  secure  the  national  defense.  Program  activities  under  the 
National  Science  Foundation  include  graduate  fellowships  in  the 
sciences,  institute  programs,  special  projects  in  science  education  and 
training  through  the  research  grants  program.  Graduate  teiiowsJiip 
awards  are  made  for  a  period  of  an  academic  or  a  full  year  at  pre- 
doctoral  level,  and  for  a  period  from  six  to  twenty-four  months  at  the 
post-doctoral  level.  Awards  range  from  $1,600  per  annum  for  the  hrst 
year,  $1,800  for  intermediate  years,  and  $2,000  for  the  terminal  year 
of  graduate  study.  Post-doctoral  fellowships  range  from  $3,800  for  the 
first  12  months  and  $4,200  for  the  next  12. 

Institute  Programs 

Selected  high  school  and  college  instructors  attend  and  participate  m 
the  institute  through  federal  stipends  and  tuition  provided  by  the 
National  Science  Foundation. 

Spec/a/  Projects  in  Science  Education  and  the  Research  Grants  Program 

The  program  is  in  effect  a  kind  of  laboratory  by  means  of  which 
foundation  support  may  be  directed  to  a  variety  of  activities:  (1) 
student  programs,  (2)  course  content  improvement  programs,  and  (d) 
teacher  improvement  programs.  Salaries  and  subsistence  are  paid  to 
highly  experienced  investigators  in  all  fields  of  the  natural  sciences  and 
some  of  the  social  sciences.  A  substantial  number  of  research  assistants, 
most  of  whom  are  graduate  students,  are  also  employed  under  this  pro- 
gram. 

Other  Federal  Offices  and  Agencies 

California  received  a  relatively  small  amount  of  money  ($19,000) 
under  these  other  offices  and  agencies.  Example:  small  business  ad- 
ministration. „ 

Most  of  the  information  contained  in  this  report  was  drawn  trom 
the  publication  Federal  Funds  for  Education,  published  by  the  U.S.  De- 
partment of  Health,  Education,  and  Welfare.  The  latest  issue  of  this 
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publication  dates  to  fiscal  year  1957-58  and  thus,  the  figures  cited  in 
this  report  would  not  necessarily  be  correct  for  this  last  school  year. 

HOUSE  RESOLUTION  NO.  375 

House  Resolution  No.  375  reads  as  follows  : 

''Resolved  hy  the  Assemlly  of  the  State  of  California,  That  the  Com- 
mittee on  Rules  of  the  Assembly  be  directed  to  assign  to  an  appropriate 
interim  committee  for  study  the  subject  matter  of  Division  21  of  the 
Education  Code,  including  the  preservation  of  the  integrity  of  scholastic 
degrees  and  diplomas ;  and  be  it  further 

Resolved,  That  the  interim  committee  to  which  such  subject  matter 
is  referred  shall  make  a  final  report  of  the  results  of  its  study  with  its 
recommendations  to  the  Legislature  on  or  before  the  fifth  calendar  day 
of  the  1961  Regular  Session  of  the  Legislature." 

It  was  brought  to  the  attention  of  this  comxmittee  that  there  were 
certain  inadequacies  in  the  legislation  passed  during  the  1959  session 
of  the  Legislature  relating  to  the  issuance  of  degrees.  Since  an  in- 
tensive investigation  on  this  issue  had  been  conducted  in  1958-59  by  a 
subcommittee  of  the  Assembly  Education  Committee,  it  was  felt  un- 
necessary to  hold  additional  hearings  on  this  subject.  The  Progress  Re- 
port hy  the  Suhcomm.ittee  on  Issuance  of  Degrees,  dated  December, 
1957,  is  replete  with  ample  documentation  of  the  problem  which  existed 
then  and  continues,  in  many  cases,  to  exist  now. 

_  Therefore,  this  committee  requested  the  State  Department  of  Educa- 
tion, after  consultation  with  the  Office  of  the  Attorney  General,  to  pre- 
pare proposed  legislation  which  would  adequately  eliminate  the  grant- 
ing of  bogus  degrees  in  this  State.  The  material  submitted  by  the  De- 
partment is  reprinted  below  without  comment  by  the  committee. 

"REVISIONS  AND  ADDITIONS  TO   DIVISION  21,  CHAPTER   1,   EDUCATION  CODE" 

November  10,  1960 
"I.   Revisions  to  Education  Code; 

"  (1)_  It  is  proposed  that  Education  Code  Section  29007(a)  be  revised 
to  require  a  basic  standard  of  educational  evaluation  for  corporations 
that  are  not  offering  quality  programs  and  are  presently  misleading  the 
general  public  in  the  issuance  of  degrees  and  diplomas  by  simply  having 
$50,000  in  assets.  This  present  requirement  of  possessing  $50,000  in 
real  or  personal  property  is  not  a  sound  basis  for  determining  the 
quality  of  a  school's  educational  program. 

"Corporations  that  were  intended  to  be  controlled  are  filing  under 
this  provision  of  the  Education  Code  Section ;  and  the  Department  of 
Education  and  the  Attorney  General  have  no  control  or  supervision  of 
degrees  issued.  These  schools  can  advertise  that  they  have  complied  with 
the  requirements  of  the  Education  Code  or  filed  with  the  Superintendent 
of  Public  Instruction,  thus  implying  to  the  general  public  a  qualitative 
standard  or  approval. 

"Corporations  that  have  been  denied  authorization  to  issue  degrees 
after  evaluation  by  the  Superintendent  of  Public  Instruction  because 
of  sub-standard  programs  have  then  in  turn  filed  under  Education  Code 
Section  29007(a)  and  thus  escape  any  further  control  in  issuing  degrees 
and  diplomas. 
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"The  Master  Plan  for  Higher  Education  emphasizes  the  areas  and 
quality  of  degrees  to  be  issued  by  our  tax-supported  university  and  col- 
leges and  a  similar  quality  standard  should  be  applied  to  private  degree 
granting  corporations.  . 

'*A  recommended  solution  to  this  serious  problem  is  to  revise  Educa- 
tion Code  Section  29007(a)  to  require  that  corporations  issuing  degrees 
be  evaluated  and  accredited  by  an  accrediting  agency  recognized  by  the 
United  States  Office  of  Education. 

"(2)  It  is  recommended  that  Education  Code  Section  29007(f)  be 
revised  to  provide  that  the  Superintendent  of  Public  Instruction  may 
rely  upon  an  evaluative  determination  based  on  comparison  or  inde- 
pendent review  as  to  the  quality  of  an  educational  program  offered 
by  a  person,  firm,  association,  partnership  or  corporation.  An  author- 
ization granted  by  the  Superintendent  of  Public  Instruction  should 
carry  prestige  and  imply  that  the  educational  program  has  quality. 

' '  The  Superintendent  of  Public  Instruction  should  be  provided  with 
authority  to  make  a  qualitative  evaluation  of  instructional  programs 
for  which  he  is  asked  to  grant  recognition. 

"li.  Add  to  the  Education  Code: 

"  (1)  A  section  to  prevent  any  person,  firm,  association,  partnership 
or  corporation  from  representing  that  any  person  is  a  holder  of  an 
academic  degree  or  diploma,  if  such  diploma  or  degree  is  actually  not 
held  by  that  person  or  if  such  degree  is  obtained  by  sale  or  barter. 

**(2)  A  section  to  require  that  any  person  representing  privately 
owned  out-of-state  correspondence  schools  shall  not  solicit  students 
or  sell  any  correspondence  courses  in  California  for  a  consideration  or 
remuneration  unless  he  first  secures  a  permit  from  the  Superintendent 
of  Public  Instruction. 

"Sales  representatives  tend  to  misprepresent  the  quality  of  train- 
ing, the  need  for  training,  cost  of  courses,  have  students  sign  contracts 
that  result  in  extreme  hardship  and  financial  loss. 

"In  some  instances  sales  representatives  make  fraudulent  claims 
without  the  knowledge  of  the  schools  they  represent ;  and  some  control 
would  do  a  great  deal  to  protect  the  public  interest  and  welfare." 

HOUSE  RESOLUTION  NO.  335 

House  Resolution  No.  335  reads  as  follows : 

"Resolved  hy  the  Assembly  of  the  State  of  California,  That  the 
Assembly  Committee  on  Rules  is  directed  to  assign  to  the  appropriate 
interim  committee  for  study  and  report  to  the  Legislature  at  its  1961 
Regular  Session  the  subject  of  high  school  and  college  aviation  edu- 
cation programs  in  the  State  of  California.  The  committee  shall  make 
appropriate  recommendations  as  to  the  advisability  or  necessity  for 
legislation  in  this  area,  and  shall  report  its  findings  and  recommenda- 
tions to  the  Legislature  by  the  seventh  calendar  day  of  the  1961  Reg- 
ular Session." 

This  committee  has  not  had  sufficient  time  nor  funds  available  to 
conduct  a  thorough  study  of  this  subject.  Besides,  the  Senate  Interim 
Committee  on  Aviation  conducted  an  excellent  study  of  this  matter 
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in  1958  and  its  final  report  dated  1959  is  a  very  useful  and  informative 
document  for  those  interested  in  pursuing  this  subject  further. 

This  committee  requested  the  State  Department  of  Education  to 
prepare  a  report  on  the  current  aviation  programs  in  California 's  high 
schools  and  junior  colleges.^  The  department  was  also  requested  to 
outline  the  major  problems  involved  in  offering  aviation  programs  in 
our  public  schools. 

Mr.  W.  Earl  Sams,  consultant  in  secondary  education  in  the  State 
Department  of  Education,  prepared  a  resume  on  this  subject  and 
it  is  quoted,  in  part,  below. 

"At  the  close  of  the  last  school  year,  approximately  45  Cali- 
fornia senior  and  four-year  high  schools  and  25  of  our  junior 
colleges  were  offering  elective  aviation  courses.  Some  of  these  were 
prevoeational  or  industrial  arts  in  nature,  others  emphasized  the 
science  of  aeronautics,  and  some  combined  these  two  features. 
Approximately  one-third  of  these  California  schools  and  colleges 
were  offering  flight  experience  as  an  integral  part  of  the  aviation 
study  and  all  of  these  schools  consider  some  kind  of  actual  flight 
experience  to  be  an  essential  ingredient  of  any  well-rounded 
aviation  education  effort  at  the  high  school  or  junior  college  level. 
It  is  reasonable  to  estimate  that,  as  of  this  date,  approximately 
the  same  number  of  high  schools  and  junior  colleges  will  be  en- 
gaging in  aviation  education  activities  again  during  the  current 
school  year, 

''Each  year  the  number  of  schools  and  colleges  offering  aviation 
education  courses  is  modified  slightly  as  teachers  of  aviation  sub- 
jects take  employment  in  the  aviation  industry  or  leave  for  other 
reasons.  When  schools  or  colleges  request  advice  about  the  possible 
development  of  a  new  aviation  program,  our  counsel  always  in- 
cludes : 

"1.  The  problems  of  finding  and  retaining  a  qualified  teacher. 

"2.  The  hazards  from  possible  lawsuits  to  a  district  and  in- 
structor, and  the  cost  of  liability  insurance  if  flight  experi- 
ence is  contemplated. 

"These  are  the  primary  obstacles  to  the  adequate  development 
of  an  aviation  education  program  in  most  schools  and  colleges 
in  California.  The  retention  of  qualified  teachers  would  be  en- 
hanced if  the  district  and  teachers'  liability  were  adequately  cov- 
ered with  insurance  and  some  means  was  provided  to  insure  a 
given  amount  of  financing  for  flight  experience  given  each  year 
(many  aviation  instructors  have  registered  a  preference  that  funds 
for  this  type  of  education  should  come  from  an  aviation  source 
and  not  from  the  General  Fund — driver  education  financing  has 
influenced  this  opinion).  It  is  the  smaller  school  districts  that  find 
the  retention  of  teachers  and  the  provision  of  adequate  liability 
insurance  coverage  a  particular  problem.  Three  of  the  Los  Angeles 
City  High  Schools  offer  aviation  courses  that  also  provide  actual 
flight  experience.  The  liability  of  all  persons  concerned  is  covered 
by  a  one-million-dollar  policy.   Numerous  other   California  high 
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schools  and  junior  colleges  are  able  to  obtain  liability  insurance 
protection  amounting  to  only  $100,000  to  $300,000  for  an  aviation 
risk.  Evidence  from  the  past  12  years'  experience  with  over  125 
high  school  and  junior  college  aviation  programs  of  California 
engaging  in  actual  flight  experience  reveals  that  the  district's 
liability  should  be  covered  by  at  least  a  half -million-dollar  policy. 
Although  Education  Code  Section  8404  states  that  the  California 
Aeronautics  Commission  is  authorized  to  provide  a  basic  liability 
insurance  program  to  insure  the  adequate  supervision  and  precau- 
tionary measures  necessary,  the  commission  has  not  been  success- 
ful in  doing  so.  School  superintendent's  indicate  this  is  still  a  most 

critical  problem  ...  ^    ^     -,  j- 

"Although  only  the  high  schools  and  colleges  of  the  larger  dis- 
tricts have  found  removal  of  obstacles  a  relatively  simple  task, 
some  of  the  smaller  districts  have,  with  the  aid  of  a  well-mformed 
board,  provided  complete  aviation  education  programs  that  have 
gained  national  recognition.  Del  Norte  County  High  School  m 
Crescent  City  is  an  excellent  example  of  a  smaller  district  that  has 
achieved  superb  educational  results  from  an  educational  program 
that  includes  actual  flight  experience  .  .  .  Numerous  other  superin- 
tendents of  smaller  high  school  districts  have  registered  a  desire  to 
offer  aviation  elective  courses  in  aviation,  but  found  current  ob- 
stacles insurmountable.  o,  -r^         ^ 

"The  postwar  aviation  education  efforts  of  the  State  Depart- 
ment of  Education  were  formally  introduced  in  1945  when  the 
California  Wing  of  the  Civil  Air  Patrol  proposed  legislation  and  a 
supporting  budget  of  $216,000.  Although  the  financial  support 
from  the  state  was  provided  for  only  three  years,  125  high  schools 
and  colleges  offered  an  integrated  program  of  aviation  education 
includino'  an  elective  course  in  the  science  of  aeronautics  and  cul- 
minating"  in  actual  flight  experience  at  the  local  airport.  Through- 
out the  State  of  California,  airport  and  flight  school  operators 
registered  their  eagerness  to  co-operate  with  the  schools  and  col- 
leo-es  in  the  development  of  an  aviation  education  program  provid- 
in'^  the  academic  study  in  the  classroom  and  utilizing  the  airport 
as^the  laboratory.  The  cost  of  the  program  was  very  nominal  inas- 
much as  commercial  flight  schools  matched  state  expenditures  on  a 
very  generous  basis. 

"Aid  from  the  aircraft  industry  is  still  being  provided  to  imple- 
ment the  nominal  aviation  education  efforts  of  the  State  Depart- 
ment of  Education  ...  ^  ,..       . 

"It  is  reasonable  to  estimate  that  over  12,000  former  California 
high  school  students  of  aviation  have  now  graduated  from  institu- 
tions of  higher  learning  and  found  their  way  into  successful 
aviation  careers  .  .  .  With  over  25  junior  colleges  of  California 
offering  approved  federal  aviation  agency  mechanics  courses,  it  is 
understandable  whv  so  many  of  the  aviation  technicians  at  the 
local  airport  are  graduates  of  the  local  junior  college. 

"In  addition  to  the  Education  Code  stipulation  that  the  State 
Department  of  Education  'shall  aid  and  assist  local  school  districts 
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in  the  development  and  conduct  of  a  program  of  aviation  educa- 
tion', there  are  other  valid  reasons  for  working  with  the  schools 
and  colleges  of  California  that  are  desirous  of  establishing  a  well- 
rounded  aviation  education  program.  Only  a  very  few  high  school 
teachers  have  learned  ho^v  to  make  better  use  of  the  interests  youth 
possess  in  the  air  and  space  age  to  motivate  learning  in  the  class- 
room. School  administrators,  who  are  fortunate  enough  to  possess 
teachers  of  this  type,  are  loud  in  their  praise  of  aviation  education 
as  a  means  of  motivation.  We  believe  that  aviation  is  an  achieve- 
ment of  science  and  industry  that  is  of  such  importance  it  merits 
consideration  in  the  public  schools  of  California  and  because  many 
youth  will  eventually  devote  a  considerable  part  of  their  lives  to 
'command'  of  a  civil  or  military  aircraft  .  .  . 

"Recommendations  of  recent  years  to  the  Legislature  which 
have  been  made  in  response  to  requests  by  various  committees  re- 
questing suggestions  as  to  what  needs  to  be  done  to  'assist  or 
facilitate  the  aviation  education  program',  have  produced  the  exist- 
ing Code  Sections  8401-8404  (as  modified  in  1957).  The  State  De- 
partment of  Education  by  these  provisions  is  directed  to  aid  and 
assist  local  school  districts  and,  therefore,  as  much  time  as  possible 
is  budgeted  by  the  Department  of  Education  consultant  possessing 
an  aviation  background.  Approximately  one-third  of  his  time  is 
devoted  to  the  task.  This  allows  only  enough  time  to  permit  re- 
sponse to  requests  for  aviation  education  services,  answer  corre- 
spondence on  the  subject  and  prepare  occasional  bulletins  regard- 
ing the  availability  of  instructional  materials,  and  speak  to  groups 
of  teachers  or  school  administrators  on  problems  and  potentialities 
in  the  field. 

''The  Department  of  Education  is  constantly  in  touch  with  the 
schools  and  colleges  of  California  from  whom  recommendations  for 
improvement  are  received.  Many  of  the  school  administrators  of 
the  125  high  schools  and  colleges  once  involved  in  the  complete 
aviation  education  offering  have  stipulated  that  they  have  no  inten- 
tion of  ever  adopting  such  a  program  again  until  a  state  co-ordi- 
nated program  of  liability  insurance  and  related  supervision  is 
implemented  .  .  . 

"The  existing  aviation  education  legislation  provides  ample 
legal  provision  for  schools  and  colleges  to  develop  aviation  courses. 
However,  the  appeal  of  both  administrators  and  teachers  in  schools 
and  colleges  offering  aviation  courses  suggests  that  serious  obstacles 
still  persist.  A  summary  of  the  critical  needs  as  reflected  by  re- 
marks coming  from  the  field  includes  the  following : 

"1.  'We  still  need  a  state-wide  liability  insurance  program  for 
those  schools  and  colleges  that  are  either  not  large  enough  nor  sur- 
rounded by  sufficiently  active  aviation  training  activities  to  pro- 
vide themselves  with  adequate  insurance  coverage. ' 

"2.  'We  need  to  encourage  qualified  teachers  in  the  field  to  inte- 
grate aviation  study  in  existing  courses  and  teach  elective  aviation 
courses  only  when  the  need  is  sufficient  to  warrant  the  expenditure 
of  tim.e  and  effort  (as  suggested  by  the  number  of  students  in  the 
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school  from  families  that  own  and  fly  aircraft.  Most  aviation 
teachers  are  expected  to  teach  other  subjects  like  mathematics,  sci- 
ence, drafting,  etc., — a  commendable  practice).' 

"3.  'We  would  like  to  urge  the  Legislative  Subcommittees  con- 
cerned with  education  and  aviation,  to  visit  some  of  the  successful 
aviation  education  programs  in  high  schools  and  colleges  of  Cali- 
fornia for  purposes  of  evaluating  this  modern  phase  of  the  curricu- 
lum efforts  in  the  schools  and  colleges.'  " 
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LETTER  OF  TRANSMITTAL 

Assembly,  California  Legislature 

March  14,  1960 
To:  The  President  of  the  Senate 
The  Speaker  of  the  Assembly 
And  Other  Members  of  the  Senate  and  Assembly 

Transmitted  herewith  is  a  Progress  Eeport  of  the  Joint  Legislative 
Committee  for  the  Revision  of  the  Education  Code.  This  report  together 
with  appendices  presents  a  summary  of  committee  work  undertaken 
since  July  1,  1959. 

As  has  been  previously  reported  to  the  Legislature,  this  committee 
is  undertaking  the  revision  of  the  Education  Code  in  stages.  Stage  I 
was  completed  in  1959  with  the  adoption  by  the  Legislature  of  a  re- 
organized code.  Stage  II  involved  the  preparation  of  approximately 
250  trailer  bills,  some  of  which  were  adopted  during  the  1959  General 
Session  and  some  of  which  have  been  carried  over  for  introduction  in 
the  1961  General  Session.  Stage  III  which  consists  of  detailed  revision 
of  specific  divisions  of  the  code  is  now  under  way.  Some  basic  recom- 
mendations for  legislative  change  are  being  prepared  for  the  1961 
General  Session. 

The  committee  appreciates  the  continuing  support  which  the  Legis- 
lature, school  officials,  and  the  public  have  given  to  this  difficult  assign- 
ment. Judging  from  the  favorable  public  response  to  the  committee's 
work,  an  important  service  to  the  people  of  the  State  is  being  under- 
taken. This  committee  will  continue  to  keep  the  Members  of  the  Legis- 
lature fully  informed  about  the  progress  of  the  committee's  work. 

Respectfully  submitted, 

Senate  Assembly 

Nelson  S.  Dilworth  Sheridan  N.  Hegland,  Chairman 

Vice  Chairman  William  S.  Grant 

Hugh  P.  Donnelly  Jerome  R.  Waldie 
Donald  L.  Grunsky 
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INTRODUCTION 

The  purpose  of  this  report  is  to  describe  the  progress  of  staff  work 
acd  research  on  the  revision  of  the  Education  Code.  This  project  of 
the  California  State  Legislature  in  co-operation  with  some  of  the  State's 
leading  educational  institutions  is  being  undertaken  for  the  purpose  of 
providino-  the  citizens  of  California  with  a  completely  revised  and  im- 
proved Education  Code— a  code  which  will  be  of  greater  usefulness  and 
value  to  laymen,  school  officials,  and  legal  counsel. 

The  revision  of  the  code,  begun  in  1957,  is  being  undertaken  m  stag-es 
so  that  a  completed  product  could  be  submitted  at  each  stage  to  the 
Le^^islature.  The  first  two  stages  were  completed  by  the  staff  m  early 
1959  and  were  acted  upon  by  the  Legislature  in  the  1959  Session.  A 
more  detailed  description  of  the  work  that  was  undertaken  m  the  first 
two  stages  is  set  forth  in  the  Rejjort  of  the  Joint  Legislative  Committee 
for  the  Revision  of  the  Education  Code  published  by  the  Assembly  ot 
the  State  of  California  in  May  1959. 

The  staff  is  now  engaged,  under  the  Legislative  Committee  s  general 
direction,  in  undertaking  Stage  III,  which  involves  intensive  study  and 
extensive  rewriting  of  specific  divisions  and  subject  areas  of  the  code. 
Work  began  in  August  1959,  when  the  Joint  Committee  met  with  the 
Citizens  Advisorv  Committee  to  explore  the  areas  of  the  code  which 
should  receive  priority  consideration.  After  deliberation  the  group 
agreed  upon  the  following  policies  for  governing  the  work  in  this  phase 

of  the  project:  ■      ■       ^        i 

1  Primary  emphasis  should  be  placed  upon  organizational  and  pro- 
cedural matters  and  clarity  of  presentation.  Major  philosophical  and 
ideological  matters,  e.g.,  the  validity  of  credentials  or  the  quality  ot 
textbooks  should  not  be  dealt  with  at  the  present  time. 

2.  Work  should  be  undertaken  in  specified  divisions  or  areas  rather 
than  upon  the  whole  code  at  once,  so  that  definite  portions  of  the  code 
will  be  completed  and  consistency  maintained  in  subsequent  revisions. 

3.  Revision  should  be  undertaken  by  experts  for  specific  areas  in 
which  close  collaboration  should  be  maintained  between  lawyers  and 

educators. 

4.  Co-ordination  between  esperts  should  be  continued  as  m  the  first 
two  stages  in  order  to  establish  overall  standards  for  drafting  and 
presentation  and  to  provide  consistency  and  integration  between  divi- 
sions. 

5.  The  Citizens  Advisory  Committee,  acting  through  subcommittees 
chosen  through  expression  of  the  individual  member's  preference, 
should  directly  participate,  evaluate,  and  generally  assist  the  field  teams 
in  this  phase  of  the  revision.  The  roster  of  Citizens  Advisory  Committee 
members  is  given  in  Appendix  B. 

After  consultation  with  the  staff  and  the  Citizen's  Advisory  Com- 
mittee, the  Legislative  Committee  decided  upon  three  discrete  areas  to 
be  dealt  with  as  priority  matters  for  the  initial  revisions  in  Stage  III, 
namely:  (1)  school  district  organization,  reorganization  and  annexa- 
tion;  (2)   school  finance  and  bonding;  and   (3)   powers  of  governing 
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boards.  Accordingly,  three  working  teams  were  established  under  the 
direction  of  recognized  specialists  in  each  of  the  areas  for  the  purpose 
of  proceeding  with  the  revision  required  in  this  stage  of  the  work. 

The  staff  team  dealing  with  school  district  organization  and  reorgan- 
ization is  under  the  direction  of  Dr.  Edgar  Morphet  and  Dr.  John  Ross 
of  the  University  of  California,  Berkeley.  The  staff  team  working  on 
finance  and  bonding  was  under  the  leadership  of  Dr.  William  Briscoe 
of  the  University  of  California,  Los  Angeles,  until  March  1960,  when, 
because  of  the  pressure  of  other  commitments,  his  responsibilities  were 
turned  over  to  Dr.  Eric  Lindman  of  the  same  institution.  The  team  on 
powers  of  governing  boards  and  elections  is^  under  the  direction  of  Dr. 
Russell  Kent  of  San  Jose  State  College. 

In  addition  to  the  team  personnel,  members  of  the  advisory  com- 
mittee have  been  assigned  to  subcommittees  to  work  with  each  team. 
Also  a  representative  of  a  county  counsel's  office  or  a  lawyer  actively 
engaged  in  Education  Code  work  is  associated  with  each  of  the  staffs. 
As  in  the  previous  stages  of  the  code  revision,  the  Bureau  of  Govern- 
mental Research  at  the  University  of  California,  Los  Angeles,  has 
served  as  the  headquarters  office  and  co-ordinating  unit  for  the  entire 
project.  A  complete  list  of  all  personnel  associated  with  each  team  is 
to  be  found  in  Appendix  C. 

Each  of  the  teams  meet  regularly  with  the  citizen  subcommittees  to 
explore  the  issues  and  set  the  directions  of  staff  work.  The  staff  pre- 
pares working  papers  which  are  transmitted  to  advisory  committee 
members  for  advice  and  approval.  The  work  is  proceeding  harmoniously 
and  on  schedule.  What  follows  is  a  brief  description  of  the  work  of 
each  team. 

THE  WORK  OF  THE  TEAMS 
School  Disirict  Organization  and  Reorganization  (Berkeley  Team) 

The  Berkeley  Team  is  endeavoring  to  make  the  sections  relative  to 

organization  and  reorganization  of  school  districts  more  workable 

easier  for  school  boards  and  administrators  to  use  and  to  understand 
than  is  possible  at  the  present  time— but  not  to  change  the  basic  policies 
which  have  already  been  established.  Inevitably,  policy  questions  have 
arisen,  and  will  continue  to  be  evident.  However,  these  will  merely  be 
identified,  and  if  the  Legislative  Committee  in  its  good  judgment  wishes 
to  incorporate  these  in  its  recommendations,  it  will  be  its  prerogative 
to  do  so. 

The  objectives  considered  by  the  Berkeley  Team  for  the  revision  of 
Division  5  consists  of:  (1)  reduction  of  the  present  multiplicity  of 
processes  by  eliminating  duplications,  and  by  combining  "near  dupli- 
cations" and  "separate  but  similar"  processes,-  (2)  clear  statement  of 
each  process  in  the  same  format  and  sequence  of  steps  including  the 
use  of  identical  language  where  identical  procedures  are  described ;  and 
(3)  identification  of  procedures  which  seem  inconsistent  with  the  ob- 
jectives of  the  process  of  which  they  are  a  part. 

It  has  also  been  generally  agreed  that  the  staff  should  attempt  to 
identify  and  set  forth  clearly  what  appeared  to  be  the  basic  policies 
established  by  the  Legislature  for  each  phase  of  the  school  district 
organization  or  reorganization  process.  In  addition  to  this  team  pro- 
cedure, the  Berkeley  Team  has  also  undertaken  to  identify  subpolicies 


REPORT  ON  REVISION  OF  THE  EDUCATION  CODE  9 

relating  to  each  major  policy  as  a  requisite  for  the  task  of  the  actual 
revision  of  sections.  In  the  course  of  these  activities  it  became  quite 
clear  that  conflicts  and  inconsistencies  existed  in  some  of  these  sub- 
policies.  In  connection  with  the  revision,  it  was  deemed  necessary  to 
determine:  (1)  which  of  these  subpolicies  may  be  harmonized  without 
important  substantive  changes  involving  what  seemed  to  be  the  basic 
policy;  and  (2)  which  ones  cannot  be  harmonized  or  resolved  without 
a  major  change,  perhaps  because  there  seem  to  be  different  subpolicies 
for  different  kinds  of  districts. 

The  analysis  of  the  sections  contained  in  Division  5  has  been  ap- 
proached in  what  might  be  termed  a  three-dimensional  format.  The 
first  dimension  deals  with  the  types  of  districts  (eighteen  in  number) 
for  which  the  code  provides  ways  of  organizing,  reorganizing  and 
changing  boundaries.  The  second  dimension  involves  the  bringing  to- 
gether of  information  concerning  the  kinds  of  change.  There  are,  for 
example,  eight  different  kinds  of  change  presently  provided  for  in  the 
code  which  the  team  has  identified.  These  include — formation  of  dis- 
tricts from  one  organized  territory;  formation  from  part  or  parts  of 
existing  districts ;  formation  of  districts  by  combining  districts ;  annex- 
ation of  unorganized  territory ;  annexation  of  districts ;  transfer  of  ter- 
ritory from  one  district  to  another ;  transfer  of  districts  or  subdistricts ; 
and  dissolution  or  lapsation  of  districts.  Multiplying  18  types  of  dis- 
tricts by  eight  types  of  change  provides  some  insight  into  the  scope  of 
the  problem  extant  under  the  present  code. 

The  third  dimension  involves  the  procedural  steps  involved  in  effect- 
ing organization  or  reorganization  of  districts.  At  present,  there  are 
many  ways  of  initiating  and  effecting  school  district  organization,  and 
the  team  is  attempting  to  reduce  this  tremendous  multiplicity  to  some- 
thing that  is  far  more  practicable  and  logical. 

In  considering  the  need  for  more  uniformity  in  the  provisions  gov- 
erning responsibility  for  bonded  debt  in  cases  of  territory  transferred 
from  one  district  to  another,  the  problem  was  considered  in  terms  of 
the  extent  to  which  bonded  debt  liabilities  should  be  considered  in  a 
revision  of  Division  5.  It  was  decided  that  any  change  must  consider 
all  the  provisions  for  bonded  debt  and  state  loans — many  of  which  are 
very  complex,  and  are  found  in  other  divisions  of  the  code.  Clearly,  this 
problem  required  the  co-operative  effort  of  two  or  more  of  the  present 
code  teams,  and  combined  meetings  have  been  held  in  the  San  Francisco 
and  Los  Angeles  areas  for  this  purpose. 

A  question  does  arise  concerning  the  issue  of  basic  policies  and  de- 
tailed procedures  in  the  code.  It  is  evident  that  when  merely  basic 
policies  are  set  forth  in  the  law,  local  school  systems  have  more  discre- 
tion in  planning  and  operating  their  programs  than  when  all  the 
procedures  to  be  followed  are  prescribed  in  detail.  In  some  cases,  par- 
ticularly those  involving  elections  and  financial  matters,  the  detailed 
procedures  may  be  needed  as  well  as  statements  of  basic  policy.  In 
others,  detailed  procedures  may  only  serve  to  handicap  local  school 
systems.  The  staff  is  attempting  to  differentiate  between  those  cases 
where  basic  policies  may  suffice,  and  those  where  detailed  procedures 
are  needed,  and  will  present  to  the  committee  suggestions  for  attempt- 
ing to  resolve  this  phase  of  the  revision  problem.  The  view  at  this  time 
appears  to  be  that  where  basic  policies  would  suffice,  detailed  proce- 
dures might  be  omitted. 
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The  Berkeley  Team  has  recently  completed  the  initial  phase  of  their 
revision  of  Division  5,  and  after  meetings  v\^ith  their  advisory  com- 
mittee and  subcommittees  are  moving  ahead  vrith  the  project.  A  four 
part  report  by  the  team  was  discussed  and  recommendations  of  the 
advisory  groups  noted  as  applicable  as  the  work  progresses.  Part  I  of 
this  report  contains  the  proposed  basis  for  organization  of  Division  5 
and  a  tentative  designation  of  chapters.  Part  II  contains  an  allocation 
of  the  present  sections  among  the  proposed  new  chapters.  Part  III 
offers  the  development  of  the  organization  and  contents  of  each  of  the 
proposed  chapters,  including  articles  and  matters  to  be  contained  in 
each,  and  the  present  provisions  to  be  resolVed  or  incorporated.  Part  IV 
is  a  tentative  draft  of  Chapter  3  of  Division  5,  concerning  annexation 
of  districts,  and  contains  general  notes  to  the  tentative  draft,  special 
notes,  and  present  and  proposed  procedures  for  annexation  of  districts. 

School  Finance  and  Bonding  (UCLA  Team) 

The  procedural  framework  of  the  team  involves  three  basic  elements : 
(1)  study  of  the  provisions  concerning  school  district  bonds  and  bond- 
ing. The  aim  is  to  bring  together  and  relate  in  their  procedural  order 
all  of  the  provisions  relating  to  the  subject;  (2)  examination  of  the 
various  state  school  building  bonding  laws.  The  purpose  in  this  instance 
is  to  determine  if  procedures  which  must  be  followed  by  school  boards 
and  by  various  state  agencies  involved  can  be  made  clearer  and  more 
logically  presentable.  No  attempt  is  made  to  change  or  modify  the  ex- 
isting law;  but  an  attempt  is  being  made  to  develop  substantive  sug- 
gestions which  may  guide  the  legislative  committees  subsequently  for- 
mulating new  bonding  laws.  (3)  examination  of  the  code  sections  that 
set  forth  the  plans  and  procedures  for  financing  education  in  Cali- 
fornia. The  intent  is  not  to  change  the  existing  plans  and  philosophy 
on  which  California  school  finances  are  based ;  although  in  this  case 
also,  suggestions  for  substantive  changes  which  may  improve  the  fi- 
nancing of  education  will  be  considered,  and  though  they  may  not  be  a 
part  of  the  report  of  the  research  committee,  they  will  be  offered  to  the 
Legislative  Committee  for  consideration. 

Thus,  this  research  committee  is  actually  seeking  to  accomplish  a 
number  of  things  based  upon  the  above  procedures:  (1)  to  bring  to- 
gether in  co-ordinated  order  the  various  sections  of  the  code  that  belong 
together.  Where  sections  apply  to  more  than  one  procedure,  the  aim 
will  be  to  make  each  procedure  complete  in  itself  wnthout  the  necessity 
of  referring  to  half  a  dozen  other  places  in  the  code  to  fully  compre- 
hend the  meaning  of  one  section;  (2)  to  simplify  the  language  of  the 
code,  and  make  these  provisions  more  understandable  and  logically 
consistent;  (3)  to  prepare  those  sections  of  the  code  dealing  with 
finance,  bonds,  and  bonding,  and  school  property  and  construction 
as  guides  to  procedures;  (4)  to  note  and  suggest  to  the  Legislative  Com- 
mittee questions  and  other  substantive  matters  which  should  be  con- 
sidered during  any  major  substantive  revision  of  the  Education  Code, 
or  other  codes  relating  to  education.  There  is  no  doubt  that  any  major 
substantive  changes  which  are  to  be  made  in  the  future  in  the  financing 
of  schools  will  require  a  great  deal  of  study  and  will  involve  the  par- 
ticipation of  many  people  and  groups  throughout  the  State  similar  to 
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the  sort  of  statewide  activity  on  many  levels  currently  being  employed 
in  the  present  revision. 

In  viewing  the  work  of  the  UCLA  Team  in  the  area  of  school  district 
bonded  indebtedness,  it  is  interesting  to  recall  the  Report  of  the  Sub- 
committee on  Bonded  Indehtedness  of  School  Districts  of  the  AssemUy 
Interim.  Committee  on  Education,  presented  to  the  Speaker  of  the 
Assembly  on  June  17,  1959.  The  report  included  a  review  of  present 
laws  pertaining  to  adjustment  of  liability  for  school  district  indebt- 
edness when  school  district  boundaries  are  changed  or  the  districts 
are  reorganized.  The  report  proposed  no  solution  for  present  inequities, 
but  it  did  urge  further  study  of  the  problem : 

"Kather  than  run  the  risk  of  doing  only  a  makeshift  job  in  this 
area  of  legislation,  the  subcommittee  is  recommending  to  the  Legis- 
lature that  the  entire  problem  of  school  district  bonded  indebted- 
ness be  thoroughly  investigated  with  a  view  toward  an  ultimate, 
acceptable,  and  equitable  solution. 

Further,  this  subcommittee  is  recommending  that  various  inter- 
ested groups  and  organizations  be  encouraged  to  individually  con- 
duct thorough  studies  of  this  problem  and  attempt  to  reach  pro- 
posed solutions.  A  combination  of  such  studies,  background 
materials,  and  proposed  plans  from  different  organizations  will 
more  clearly  highlight  the  key  areas  of  disagreement.  Through 
this  method  a  legislative  subcommittee  can  more  adequately  at- 
tempt to  solve  the  problems  involved  in  a  thorough,  all-encompass- 
ing manner." 

Although  adequate  treatment  of  this  problem  involves  consideration 
of  some  substantive  questions,  the  UCLA  Team  is  approaching  this 
issue  as  one  part  of  its  undertaking  in  the  belief  that  the  problem  can  be 
separated  from  highly  controversial  matters  related  to  the  distribution 
of  state  school  funds.  Moreover,  there  seems  to  be  a  growing  consensus 
among  school  groups  concerning  the  policies  which  should  govern  the 
"retention  and  assumption"  of  indebtedness  when  school  district  boun- 
daries are  altered.  These  policies  have  been,  and  shall  continue  to  be 
presented  by  the  team  to  its  advisory  committee  for  discussion  and  re- 
commendations prior  to  staff  proposals. 

Pov/ers  of  Governing  Boards,  and  Elecfions  (San  Jose  State  College  Team) 

The  initial  emphasis  of  this  team  to  date  has  been  upon  analysis 
of  the  provisions  of  Division  4  of  the  Education  Code,  relating  to  or- 
ganization, and  powers  and  duties  of  local  governing  boards.  The  staff 
has  identified  over  twenty  "kinds"  of  districts  differentiated  in  Divi- 
sion 4  alone,  thus  illustrating  the  complexity  of  the  basic  problem  of 
simplification.  The  team  has  demonstrated  quite  clearly  that  existing 
statutory  provisions  for  local  district  governing  boards  represents  an 
accretion  of  three  quarters  of  a  century,  during  which  time  there  lias 
been  a  proliferation  of  kinds  of  districts  each  with  certain  distinguish- 
ing characteristics  including  specifications  of  powers  and  duties  of  re- 
spective governing  boards.  To  say  that  existing  provisions  are  bewilder- 
ingly  complex  is  an  understatement.  It  is  generally  held  that  present 
code  provisions  for  local  governing  boards  fail  to  meet  the  critciria  of 
clarity  and  internal  consistency  which  reasonably  should  be  applicable. 
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A  major  contention,  therefore,  of  this  staff  procedure  is  based  upon  the 
premise  that  since  the  governing  board  is  basically  responsible  for  the 
administration  and  efficiency  of  school  districts,  the  specifications  of 
duties  of  boards  most  certainly  should  be  set  down  clearly  and  consist- 
ently. 

It  is  well  known  that  inherent  conflicts  of  powers  between  local 
boards  and  other  agencies,  especially  county  superintendents,  has  caused 
numerous  difficulties  as  well  as  frequent  sources  of  legislation.  In  addi- 
tion, the  failure  of  legislation  to  stay  current  in  view  of  developments 
in  size  and  complexity  of  school  districts  has  left  many  "general" 
provisions  applicable  only,  for  practical  purposes,  to  districts  no  longer 
of  any  statistical  importance.  Professional  evolution  has  in  many  in- 
stances resulted  in  serious  departures  of  practice  from  these  outmoded 
legal  provisions,  and  lack  of  any  uniformity  of  acceptance  of  these 
departures  by  legal  counsel  has  provided  even  another  impetus  to  de- 
tailed and  sporadic  legislative  revision  of  the  most  temporary  nature. 
Therefore,  it  is  the  effort  of  this  team,  within  the  present  pattern  of 
education  in  California  which  has  evolved  over  a  considerable  period 
of  time,  to  clarify  the  provisions  as  they  are  set  forth  in  the  Education 
Code,  and  to  ensure  that  these  provisions  are  current  and  internally 
consistent  as  well  as  presented  as  simply  and  clearly  as  possible. 

Concluding  Comment 

It  is  important  to  emphasize  that  it  should  not  be  the  role  of  any 
code  revision  body  to  undertake  revision  of  the  basic  policy  of  the 
State.  Consequently,  the  methodology  employed  by  the  teams  lies  within 
the  existing  framework  of  law  for  the  governing  of  the  schools  of  Cali- 
fornia. The  objective  is  to  perfect,  to  clarify,  and  to  simplify  existing 
governmental  arrangements;  to  delete  proAasions  which  are  no  longer 
operative,  and  to  provide  thereby  a  clear  statement  of  the  rules  and 
regulations  under  which  we  work  and  maintain  our  educational 
structure. 

The  staffs  are  working  on  a  previously  agreed  upon  schedule  and  the 
basic  work  for  the  aforementioned  divisions  of  the  code  should  be  com- 
pleted by  late  summer,  1960.  The  Joint  Legislative  Committee  should 
have  sufficient  time  during  the  autumn  months  of  1960  to  hold  public 
hearings  and  ascertain  citizen  reaction  to  the  changes  which  are  pro- 
posed for  legislation.  It  should  be  noted  here  that  the  staff  is  continuing 
to  receive  the  fine  co-operation  of  the  Legislative  Counsel's  Office  in 
various  phases  of  the  work. 

The  funds  allocated  to  the  University  of  California  for  this  stage  of 
Education  Code  revision  will  be  sufficient  to  carry  the  staff  on  the  basis 
of  the  present  rate  of  expenditures  into  the  summer  months.  However, 
an  augmentation  will  be  necessary  if  the  work  schedule  for  1960  is  to 
be  completed.  However,  we  should  like  to  assure  the  Joint  Committee 
that  the  studies  are  being  undertaken  as  economically  as  possible  and 
that  much  donated  service  has  been  given  b}^  many  experts  to  the 
project. 

The  staff  has  had  excellent  support  from  the  representatives  of  pro- 
fessional associations.  We  confidently  expect  that  the  legislative  pro- 
posals which  are  now  being  prepared  for  the  1961  General  Session  will 
receive  the  endorsement  of  all  the  participating  groups. 
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Dr.  Thomas  M.  Riley California  Council  Continuation  Education 

Alton  E.  Scott California  Association  of  Public  School  Business  Officials 

Miss  Dorothy  Sinclair California  State  Library 

Thomas  A.  Small California  Labor  Federation  AFL-CIO 
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LETTER  OF  TRANSMITTAL 

Assembly,  California  Legislature 

March  14,  1960 
The  President  of  the  Senate 
The  Speaker  of  the  Assemhly 
And  Other  Members  of  the  Senate  and  Assembly 


Transmitted  herewith  is  a  Progress  Report  of  the  Joint  Legislative 
Committee  for  the  Revision  of  the  Education  Code.  This  report  together 
with  appendices  presents  a  summary  of  committee  work  undertaken 
since  July  1,  1959. 

As  has  been  previously  reported  to  the  Legislature,  this  committee 
is  undertaking  the  revision  of  the  Education  Code  in  stages.  Stage  I 
was  completed  in  1959  with  the  adoption  by  the  Legislature  of  a  re- 
organized code.  Stage  II  involved  the  preparation  of  approximately 
250  trailer  bills,  some  of  which  were  adopted  during  the  1959  General 
Session  and  some  of  which  have  been  carried  over  for  introduction  in 
the  1961  General  Session.  Stage  III  which  consists  of  detailed  revision 
of  specific  divisions  of  the  code  is  now  under  way.  Some  basic  recom- 
mendations for  legislative  change  are  being  prepared  for  the  1961 
General  Session. 

The  committee  appreciates  the  continuing  support  which  the  Legis- 
lature, school  officials,  and  the  public  have  given  to  this  difficult  assign- 
ment. Judging  from  the  favorable  public  response  to  the  committee's 
work,  an  important  service  to  the  people  of  the  State  is  being  under- 
taken. This  committee  will  continue  to  keep  the  Members  of  the  Legis- 
lature fully  informed  about  the  progress  of  the  committee's  work. 


Respectfully  submitted, 

Senate 
Nelson  S.  Dilworth 

Vice  Chairman 
Hugh  P.  Donnelly 
Donald  L.  Grunsky 


Assembly 
Sheridan  N.  Hegland,  Chairman 
William  S.  Grant 
Jerome  R.  Waldie 
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INTRODUCTION 

The  purpose,  of  this  report  is  to  describe  the  progress  of  staff  work 
and  research  on  the  revision  of  the  Education  Code.  This  project  of 
the  California  State  Legislature  in  co-operation  with  some  of  the  State 's 
leading  educational  institutions  is  being  undertaken  for  the  purpose  of 
providing  the  citizens  of  California  with  a  completely  revised  and  im- 
proved Education  Code— a  code  which  will  be  of  greater  usefulness  and 
value  to  laymen,  school  officials,  and  legal  counsel. 

The  revision  of  the  code,  begun  in  1957,  is  being  undertaken  in  stages 
so  that  a  completed  product  could  be  submitted  at  each  stage  to  the 
Legislature.  The  first  two  stages  were  completed  by  the  staff  in  early 
1959  and  were  acted  upon  by  the  Legislature  in  the  1959  Session.  A 
more  detailed  description  of  the  work  that  was  undertaken  in  the  first 
two  stages  is  set  forth  in  the  Report  of  the  Joint  Legislative  Committee 
for  the  Revision  of  the  Education  Code  published  by  the  Assembly  of 
the  State  of  California  in  May  1959. 

The  staff  is  now  engaged,  under  the  Legislative  Committee's  general 
direction,  in  undertaking  Stage  III,  which  involves  intensive  study  and 
extensive  rewriting  of  specific  divisions  and  subject  areas  of  the  code. 
Work  began  in  August  1959,  when  the  Joint  Committee  met  with  the 
Citizens  Advisory  Committee  to  explore  the  areas  of  the  code  which 
should  receive  priority  consideration.  After  deliberation  the  group 
agreed  upon  the  following  policies  for  governing  the  work  in  this  phase 
of  the  project: 

1.  Primary  emphasis  should  be  placed  upon  organizational  and  pro- 
cedural matters  and  clarity  of  presentation.  Major  philosophical  and 
ideological  matters,  e.g.,  the  validity  of  credentials  or  the  quality  of 
textbooks  should  not  be  dealt  with  at  the  present  time. 

2.  Work  should  be  undertaken  in  specified  divisions  or  areas  rather 
than  upon  the  whole  code  at  once,  so  that  definite  portions  of  the  code 
will  be  completed  and  consistency  maintained  in  subsequent  revisions. 

3.  Revision  should  be  undertaken  by  experts  for  specific  areas  ni 
which  close  collaboration  should  be  maintained  between  lawyers  and 
educators. 

4.  Co-ordination  between  experts  should  be  continued  as  in  the  first 
two  stages  in  order  to  establish  overall  standards  for  drafting  and 
presentation  and  to  provide  consistency  and  integration  between  divi- 
sions. 

5.  The  Citizens  Advisory  Committee,  acting  through  subcommittees 
chosen  through  expression  of  the  individual  member's  preference, 
should  directly  participate,  evaluate,  and  generally  assist  the  field  teams 
in  this  phase  of  the  revision.  The  roster  of  Citizens  Advisory  Committee 
members  is  given  in  Appendix  B. 

After  consultation  with  the  staff  and  the  Citizen's  Advisory  Com- 
mittee, the  Legislative  Committee  decided  upon  three  discrete  areas  to 
be  dealt  with  as  priority  matters  for  the  initial  revisions  in  Stage  III, 
namely:  (1)  school  district  organization,  reorganization  and  annexa- 
tion;  (2)   school  finance  and  bonding;  and   (3)   powers  of  governing 
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boards.  Accordingly,  three  working  teams  were  established  under  the 
direction  of  recognized  specialists  in  each  of  the  areas  for  the  purpose 
of  proceeding  with  the  revision  required  in  this  stage  of  the  work. 

The  staff  team  dealing  with  school  district  organization  and  reorgan- 
ization is  under  the  direction  of  Dr.  Edgar  Morphet  and  Dr.  John  Ross 
of  the  University  of  California,  Berkeley.  The  staff  team  working  on 
finance  and  bonding  was  under  the  leadership  of  Dr.  William  Briscoe 
of  the  University  of  California,  Los  Angeles,  until  March  1960,  when, 
because  of  the  pressure  of  other  commitments,  his  responsibilities  were 
turned  over  to  Dr.  Eric  Lindman  of  the  same  institution.  The  team  on 
powers  of  governing  boards  and  elections  Is  under  the  direction  of  Dr. 
Russell  Kent  of  San  Jose  State  College. 

In  addition  to  the  team  personnel,  members  of  the  advisory  com- 
mittee have  been  assigned  to  subcommittees  to  work  with  each  team. 
Also  a  representative  of  a  county  counsel's  office  or  a  lawyer  actively 
engaged  in  Education  Code  work  is  associated  with  each  of  the  staffs. 
As  in  the  previous  stages  of  the  code  revision,  the  Bureau  of  Govern- 
mental Research  at  the  University  of  California,  Los  Angeles,  has 
served  as  the  headquarters  office  and  co-ordinating  unit  for  the  entire 
project.  A  complete  list  of  all  personnel  associated  with  each  team  is 
to  be  found  in  Appendix  C. 

Each  of  the  teams  meet  regularly  with  the  citizen  subcommittees  to 
explore  the  issues  and  set  the  directions  of  staff  work.  The  staff  pre- 
pares working  papers  which  are  transmitted  to  advisory  committee 
members  for  advice  and  approval.  The  work  is  proceeding  harmoniously 
and  on  schedule.  What  follows  is  a  brief  description  of  the  work  of 
each  team. 

THE  WORK  OF  THE  TEAMS 
School  District  Organization  and  Reorganization  (Berkeley  Team) 

The  Berkeley  Team  is  endeavoring  to  make  the  sections  relative  to 

organization  and  reorganization  of  school  districts  more  workable 

easier  for  school  boards  and  administrators  to  use  and  to  understand 
than  is  possible  at  the  present  time — but  not  to  change  the  basic  policies 
which  have  already  been  established.  Inevitably,  policy  questions  have 
arisen,  and  will  continue  to  be  evident.  However,  these  will  merely  be 
identified,  and  if  the  Legislative  Committee  in  its  good  judgment  wishes 
to  incorporate  these  in  its  recommendations,  it  will  be  its  prerogative 
to  do  so. 

The  objectives  considered  by  the  Berkeley  Team  for  the  revision  of 
Division  5  consists  of:  (1)  reduction  of  the  present  multiplicity  of 
processes  by  eliminating  duplications,  and  by  combining  "near  dupli- 
cations" and  "separate  but  similar"  processes;  (2)  clear  statement  of 
each  process  in  the  same  format  and  sequence  of  steps  including  the 
use  of  identical  language  where  identical  procedures  are  described ;  and 
(3)  identification  of  procedures  which  seem  inconsistent  with  the  ob- 
jectives of  the  process  of  which  they  are  a  part. 

It  has  also  been  generally  agreed  that  the  staff  should  attempt  to 
identify  and  set  forth  clearly  what  appeared  to  be  the  basic  policies 
established  by  the  Legislature  for  each  phase  of  the  school  district 
organization  or  reorganization  process.  In  addition  to  this  team  pro- 
cedure, the  Berkeley  Team  has  also  undertaken  to  identify  subpolicies 


REPORT  ON  REVISION  OF  THE  EDUCATION  CODE  9 

relating  to  each  major  policy  as  a  requisite  for  the  task  of  the  actiial 
revision  of  sections.  In  the  course  of  these  activities  it  became  quite 
clear  that  conflicts  and  inconsistencies  existed  in  some  of  these  sub- 
policies.  In  connection  with  the  revision,  it  was  deemed  necessary  to 
determine:  (1)  which  of  these  subpolicies  may  be  harmonized  without 
important  substantive  changes  involving  what  seemed  to  be  the_  basic 
policy;  and  (2)  which  ones  cannot  be  harmonized  or  resolved  without 
a  major  change,  perhaps  because  there  seem  to  be  different  subpolicies 
for  different  kinds  of  districts. 

The  analysis  of  the  sections  contained  in  Division  5  has  been  ap- 
proached in  what  might  be  termed  a  three-dimensional  format.  The 
first  dimension  deals  with  the  types  of  districts  (eighteen  in  number) 
for  which  the  code  provides  ways  of  organizing,  reorganizing  and 
changing  boundaries.  The  second  dimension  involves  the  bringing  to- 
gether of  information  concerning  the  kinds  of  change.  There  are,  for 
example,  eight  different  kinds  of  change  presently  provided  for  in  the 
code  whichthe  team  has  identified.  These  include — formation  of  dis- 
tricts from  one  organized  territory;  formation  from  part  or  parts  of 
existing  districts ;  formation  of  districts  by  combining  districts ;  annex- 
ation of  unorganized  territory;  annexation  of  districts;  transfer  of  ter- 
ritory from  one  district  to  another ;  transfer  of  districts  or  subdistricts ; 
and  dissolution  or  lapsation  of  districts.  Multiplying  18  types  of  dis- 
tricts by  eight  types  of  change  provides  some  insight  into  the  scope  of 
the  problem  extant  under  the  present  code. 

The  third  dimension  involves  the  procedural  steps  involved  in  effect- 
ing organization  or  reorganization  of  districts.  At  present,  there  are 
many  ways  of  initiating  and  effecting  school  district  organization,  and 
the  team  is  attempting  "to  reduce  this  tremendous  multiplicity  to  some- 
thing that  is  far  more  practicable  and  logical. 

In  considering  the  need  for  more  uniformity  in  the  provisions  gov- 
erning responsibility  for  bonded  debt  in  cases  of  territory  transferred 
from  one  district  to  another,  the  problem  was  considered  in  terms  of 
the  extent  to  which  bonded  debt  liabilities  should  be  considered  in  a 
revision  of  Division  5.  It  was  decided  that  any  change  must  consider 
all  the  provisions  for  bonded  debt  and  state  loans — many  of  which  are 
very  complex,  and  are  found  in  other  divisions  of  the  code.  Clearly,  this 
problem  required  the  co-operative  effort  of  two  or  more  of  the  present 
code  teams,  and  combined  meetings  have  been  held  in  the  San  Francisco 
and  Los  Angeles  areas  for  this  purpose. 

A  question  does  arise  concerning  the  issue  of  basic  policies  and  de- 
tailed procedures  in  the  code.  It  is  evident  that  when  merely  basic 
policies  are  set  forth  in  the  law,  local  school  systems  have  more  discre- 
tion in  planning  and  operating  their  programs  than  when  all  the 
procedures  to  be  followed  are  prescribed  in  detail.  In  some  cases,  par- 
ticularly those  involving  elections  and  financial  matters,  the  detailed 
procedures  may  be  needed  as  well  as  statements  of  basic  policy.  In 
others,  detailed  procedures  may  only  serve  to  handicap  local  school 
systems.  The  staff  is  attempting  to  differentiate  between  those  cases 
where  basic  policies  may  suffice,  and  those  where  detailed  procedures 
are  needed,  and  will  present  to  the  committee  suggestions  for  attempt- 
ing to  resolve  this  phase  of  the  revision  problem.  The  view  at  this  time 
appears  to  be  that  where  basic  policies  would  suffice,  detailed  proce- 
dures might  be  omitted. 
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The  Berkeley  Team  has  recently  completed  the  initial  phase  of  their 
revision  of  Division  5,  and  after  meetings  with  their  advisory  com- 
mittee and  subcommittees  are  moving  ahead  with  the  project.  A  four 
part  report  by  the  team  was  discussed  and  recommendations  of  the 
advisory  groups  noted  as  applicable  as  the  work  progresses.  Part  I  of 
this  report  contains  the  proposed  basis  for  organization  of  Division  5 
and  a  tentative  designation  of  chapters.  Part  II  contains  an  allocation 
of  the  present  sections  among  the  proposed  new  chapters.  Part  III 
offers  the  development  of  the  organization  and  contents  of  each  of  the 
proposed  chapters,  including  articles  and  matters  to  be  contained  in 
each,  and  the  present  provisions  to  be  resolved  or  incorporated.  Part  IV 
is  a  tentative  draft  of  Chapter  3  of  Division  5,  concerning  annexation 
of  districts,  and  contains  general  notes  to  the  tentative  draft,  special 
notes,  and  present  and  proi30sed  procedures  for  annexation  of  districts. 

School  Finance  and  Bonding  (UCLA  Team) 

The  procedural  framework  of  the  team  involves  three  basic  elements : 
(1)  study  of  the  provisions  concerning  school  district  bonds  and  bond- 
ing. The  aim  is  to  bring  together  and  relate  in  their  procedural  order 
all  of  the  provisions  relating  to  the  subject;  (2)  examination  of  the 
various  state  school  building  bonding  laAvs.  The  purpose  in  this  instance 
is  to  determine  if  procedures  which  must  be  followed  by  school  boards 
and  by  various  state  agencies  involved  can  be  made  clearer  and  more 
logically  presentable.  No  attempt  is  made  to  change  or  modify  the  ex- 
isting law ;  but  an  attempt  is  being  made  to  develop  substantive  sug- 
gestions which  may  guide  the  legislative  committees  subsequently  for- 
mulating new  bonding  laws.  (3)  examination  of  the  code  sections  that 
set  forth  the  plans  and  procedures  for  financing  education  in  Cali- 
fornia. The  intent  is  not  to  change  the  existing  plans  and  philosophy 
on  which  California  school  finances  are  based;  although  in  this  case 
also,  suggestions  for  substantive  changes  which  may  improve  the  fi- 
nancing of  education  will  be  considered,  and  though  they  may  not  be  a 
part  of  the  report  of  the  research  committee,  they  will  be  offered  to  the 
Legislative  Committee  for  consideration. 

Thus,  this  research  committee  is  actually  seeking  to  accomplish  a 
number  of  things  based  upon  the  above  procedures:  (1)  to  bring  to- 
gether in  co-ordinated  order  the  various  sections  of  the  code  that  belong 
together.  Where  sections  apply  to  more  than  one  procedure,  the  aim 
will  be  to  make  each  procedure  complete  in  itself  without  the  necessity 
of  referring  to  half  a  dozen  other  places  in  the  code  to  fully  compre- 
hend the  meaning  of  one  section;  (2)  to  simplify  the  language  of  the 
code,  and  make  these  provisions  more  understandable  and  logically 
consistent;  (3)  to  prepare  those  sections  of  the  code  dealing  with 
finance,  bonds,  and  bonding,  and  school  property  and  construction 
as  guides  to  procedures;  (4)  to  note  and  suggest  to  the  Legislative  Com- 
mittee questions  and  other  substantive  matters  which  should  be  con- 
sidered during  any  major  substantive  revision  of  the  Education  Code, 
or  other  codes  relating  to  education.  There  is  no  doubt  that  any  major 
substantive  changes  which  are  to  be  made  in  the  future  in  the  financing 
of  schools  will  require  a  great  deal  of  study  and  will  involve  the  par- 
ticipation of  many  people  and  groups  throughout  the  State  similar  to 
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the  sort  of  statewide  activity  on  many  levels  currently  being  employed 
in  the  present  revision. 

In  viewing  the  work  of  the  UCLA  Team  in  the  area  of  school  district 
bonded  indebtedness,  it  is  interesting  to  recall  the  Report  of  the  Suh- 
committee  on  Bonded  Indehtedness  of  School  Districts  of  the  AssemUif 
Interim  Committee  on  Education,  presented  to  the  Speaker  of  the 
Assembly  on  June  17,  1959.  The  report  included  a  review  of  present 
laws  pertaining  to  adjustment  of  liability  for  school  district  indebt- 
edness when  school  district  boundaries  are  changed  or  the  districts 
are  reorganized.  The  report  proposed  no  solution  for  present  inequities, 
but  it  did  urge  further  study  of  the  problem : 

"Bather  than  run  the  risk  of  doing  only  a  makeshift  job  in  this 
area  of  legislation,  the  subcommittee  is  recommending  to  the  Legis- 
lature that  the  entire  problem  of  school  district  bonded  indebted- 
ness be  thoroughly  investigated  with  a  view  toward  an  ultimate, 
acceptable,  and  equitable  solution. 

Further,  this  subcommittee  is  recommending  that  various  inter- 
ested groups  and  organizations  be  encouraged  to  individually  con- 
duct thorough  studies  of  this  problem  and  attempt  to  reach  pro- 
posed solutions.  A  combination  of  such  studies,  background 
materials,  and  proposed  plans  from  different  organizations  will 
more  clearly  highlight  the  key  areas  of  disagreement.  Through 
this  method  a  legislative  subcommittee  can  more  adequately  at- 
tempt to  solve  the  problems  involved  in  a  thorough,  all-encom.pass- 
ing  manner." 

Although  adequate  treatment  of  this  problem  involves  consideration 
of  some  substantive  questions,  the  UCLA  Team  is  approaching  this 
issue  as  one  part  of  its  undertaking  in  the  belief  that  the  problem  can  be 
separated  from  highly  controversial  matters  related  to  the  distribution 
of  state  school  funds.  Moreover,  there  seems  to  be  a  growing  consensus 
among  school  groups  concerning  the  policies  which  should  govern  the 
"retention  and  assumption"  of  indebtedness  when  school  district  boun- 
daries are  altered.  These  policies  have  been,  and  shall  continue  to  be 
presented  by  the  team  to  its  advisory  committee  for  discussion  and  re- 
commendations prior  to  staff  proposals. 

Powers  of  Governing  Boards,  and  Elections  (San  Jose  State  College  Team) 

The  initial  emphasis  of  this  team  to  date  has  been  upon  analysis 
of  the  provisions  of  Division  4  of  the  Education  Code,  relating  to  or- 
ganization, and  powers  and  duties  of  local  governing  boards.  The  staff 
has  identified  over  twenty  "kinds"  of  districts  differentiated  in  Divi- 
sion 4  alone,  thus  illustrating  the  complexity  of  the  basic  problem  of 
simplification.  The  team  has  demonstrated  quite  clearly  that  existing 
statutory  provisions  for  local  district  governing  boards  represents  an 
accretion  of  three  quarters  of  a  century,  during  which  time  there  has 
been  a  proliferation  of  kinds  of  districts  each  with  certain  distinguish- 
ing characteristics  including  specifications  of  powers  and  duties  of  re- 
spective governing  boards.  To  say  that  existing  provisions  are  bewilder- 
ingly  complex  is  an  understatement.  It  is  generally  held  that_  present 
code  provisions  for  local  governing  boards  fail  to  meet  the  criteria  of 
clarity  and  internal  consistency  which  reasonably  should  be  applicable. 
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A  major  contention,  therefore,  of  this  staff  procedure  is  based  upon  the 
premise  that  since  the  governing  board  is  basically  responsible  for  the 
administration  and  efficiency  of  school  districts,  the  specifications  of 
duties  of  boards  most  certainly  should  be  set  down  clearly  and  consist- 
ently. 

It  is  well  known  that  inherent  conflicts  of  powers  between  local 
boards  and  other  agencies,  especially  county  superintendents,  has  caused 
numerous  difficulties  as  well  as  frequent  sources  of  legislation.  In  addi- 
tion, the  failure  of  legislation  to  stay  current  in  view  of  developments 
in  size  and  complexity  of  school  districts  has  left  many  "general" 
provisions  applicable  only,  for  practical  purposes,  to  districts  no  longer 
of  any  statistical  importance.  Professional  evolution  has  in  mau}^  in- 
stances resulted  in  serious  departures  of  practice  from  these  outmoded 
legal  provisions,  and  lack  of  any  uniformity  of  acceptance  of  these 
departures  by  legal  counsel  has  provided  even  another  impetus  to  de- 
tailed and  sporadic  legislative  revision  of  the  most  temporary  nature. 
Therefore,  it  is  the  effort  of  this  team,  within  the  present  pattern  of 
education  in  California  which  has  evolved  over  a  considerable  period 
of  time,  to  clarify  the  provisions  as  they  are  set  forth  in  the  Education 
Code,  and  to  ensure  that  these  provisions  are  current  and  internally 
consistent  as  well  as  presented  as  simply  and  clearly  as  possible. 

Concluding  Commenf 

It  is  important  to  emphasize  that  it  should  not  be  the  role  of  any 
code  revision  body  to  undertake  revision  of  the  basic  policy  of  the 
State.  Consequently,  the  methodology  employed  by  the  teams  lies  within 
the  existing  framework  of  law  for  the  governing  of  the  schools  of  Cali- 
fornia. The  objective  is  to  perfect,  to  clarify,  and  to  simplify  existing 
governmental  arrangements ;  to  delete  provisions  which  are  no  longer 
operative,  and  to  provide  thereby  a  clear  statement  of  the  rules  and 
regulations  under  which  we  work  and  maintain  our  educational 
structure. 

The  staffs  are  working  on  a  previously  agreed  upon  schedule  and  the 
basic  work  for  the  aforementioned  divisions  of  the  code  should  be  com- 
pleted by  late  summer,  1960.  The  Joint  Legislative  Committee  should 
have  sufficient  time  during  the  autumn  months  of  1960  to  hold  public 
hearings  and  ascertain  citizen  reaction  to  the  changes  which  are  pro- 
posed for  legislation.  It  should  be  noted  here  that  the  staff  is  continuing 
to  receive  the  fine  co-operation  of  the  Legislative  Counsel's  Office  in 
various  phases  of  the  work. 

The  funds  allocated  to  the  University  of  California  for  this  stage  of 
Education  Code  revision  will  be  sufficient  to  carry  the  staff  on  the  basis 
of  the  present  rate  of  expenditures  into  the  summer  months.  However, 
an  augmentation  will  be  necessary  if  the  work  schedule  for  1960  is  to 
be  completed.  However,  we  should  like  to  assure  the  Joint  Committee 
that  the  studies  are  being  undertaken  as  economically  as  possible  and 
that  much  donated  service  has  been  given  by  many  experts  to  the 
project. 

The  staff  has  had  excellent  support  from  the  representatives  of  pro- 
fessional associations.  We  confidently  expect  that  the  legislative  pro- 
posals which  are  now  being  prepared  for  the  1961  General  Session  will 
receive  the  endorsement  of  all  the  participating  groups. 
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LETTER  OF  TRANSMITTAL 

Assembly  Chamber,  State  Capitol 
Sacramento,  California,  January  2,  1961 

Hon.  Ralph  M.  Brown 

Speaker  of  the  AssemUy 
Members  of  the  Assembly 

Assembly  Chamber,  Sacramento,  California 

Gentlemen  :  Pursuant  to  House  Resolution  No.  326,  1959  Session  of 
the  California  Legislature,  your  Assembly  Interim  Committee  on  Leg- 
islative Representation  hereby  submits  its  report  covering  its  functions 
and  activities  during  the  1959-1961  interim. 

Durino-  such  interim  period  extensive  research  and  analysis  ot  (gov- 
ernment" Code  Sections  9900  through  9911  was  undertaken.  Upon 
completion  of  such  research,  and  following  an  orientation  conference 
of  the  committee  members,  a  public  hearing  was  held  in  Monterey  on 
November  22,  1960. 

The  committee  wishes  to  acknowledge  the  valuable  contributions 
made  by  James  J.  Heaphey,  Intern  under  the  California  Internship 
Program,  in  developing  this  report. 

The  attached  report  contains  the  findings,  conclusions  and  recom- 
mendations of  your  committee. 

Respectfully  submitted, 

Myron  H.  Frew,  Chairman 

Charles  H.  Wilson,  Vice  Chairman 

Tom  Bane 

Jack  A.  Beaver 

Carlos  Bee 

Charles  E.  Chapel 

Walter  I.  Dahl 
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REPORT  OF  THE  ASSEMBLY  INTERIM  COMMITTEE 
ON   LEGISLATIVE   REPRESENTATION 

INTRODUCTION 

The  Assembly  Interim  Committee  on  Legislative  Representation  held 
a  public  hearing  on  November  22,  1960  to  consider  proposals  for  im- 
provement of  the  California  lobby  law  (Government  Code,  Sections 
9900-9911).  This  hearing  was  the  result  of  a  broad  research  project 
undertaken  bv  the  committee  which  revealed  constitutional  and  admin- 
istrative problems  regarding  the  lobby  law.  The  committee  is  recom- 
mending   amendments    to    the    lobby    law    and    plans    administrative 

changes. 

SCOPE 

THE   FUNCTIONS   AND    PROBLEMS   OF   LOBBYING 

"It  is  part  of  the  genius  of  the  American  people,"  a  student  of 
government  has  noted,  "that  they  are  able  to  work  their  political  and 
governmental  institutions  long  after  the  conditions  which  prompted 
them  have  ceased  to  exist.  Except  for  the  increase  in  size,  the  form  of 
American  government  is  not  very  different  today  from  that  of  AVash- 
ington's  first  administration.  The  difference,  and  it  is  vast,  arises  less 
from  changes  in  form  than  from  changes  in  the  social  milieu  in  which 
our  federal  republic  operates. "  *  n  i        -x-u     ^ 

State  government  in  the  United  States  has  also  adapted,  without 
drastically  changing  its  institutions,  to  changing  social  conditions.  Only 
in  Nebraska— where  in  1937  a  unicameral  legislature  was  adopted— 
has  a  major  change  in  institutions  taken  place. 

When  one  searches  for  the  adaptations  that  have  taken  place  in  the 
twentieth  centurv  in  federal  and  state  government  he  finds  that  the 
major  one  has  been  the  assimilation  of  "interest  groups"  in  the  policy- 
making process.  As  has  so  often  been  noted,  group  representation  through 
lobbying  has  become  as  much  a  part  of  the  democratic  process  as  the 
political  partv.  In  general,  most  students  of  government  consider  this 
to  be  a  healthV  and  necessary  assimilation  for  three  reasons. 

First,  prior  to  the  twentieth  century  the  geographical  distribution 
of  citizens  coincided  far  more  closely  with  their  needs  and  desires 
than  it  does  in  this  century.  As  the  complexities  and  interdependencies 
of  modern  technological  democracy  have  grown,  so  has  the  need  of  the 
people  to  express  their  interest  as  functional  groups.  Representation  of 
these  interests  in  the  legislative  process  provides  a  means  for  the  ex- 
pression of  these  functional  interests  in  state  and  national  laws. 

Second,  legislation  has  become  increasingly  technical  and  far-reaching 
in  its  effects.  Advocates  of  specialized  functional  groups  are  able  to 
contribute  to  the  legislative  process  expert  technical  knowledge  and 
information  on  the  effects  of  a  proposed  policy  not  evident  to  the  non- 
expert. 

*  Donald   C    Blaisdell,    "Unofficial   Government:    Pressure   Groups   and   Lobbies"    The 
Annals,  Yo\.  319,  Sept.  1959,  p.  ix. 
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Third,  groups  represented  by  lobbyists  have  different  interests;  it 
benefits  a  legislator  to  listen  to  various  approaches  to  legislative  prob- 
lems. Lobbyists  do  not  necessarily  attempt  to  secure  unfair  advantages 
for  the  groups  they  represent  but  more  likely  are  engaged  in  activity 
intended  to  protect  the  interest  they  serve  against  legislation  that 
might  be  harmful  to  those  interests.  Most  instances  of  lobbying  are 
negative  rather  than  positive  in  approach. 

Therefore,  the  general  conclusion  is  that  it  would  be  impractical  and 
unwarranted  to  prohibit  lobbying.  Yet  some  control  of  lobbying  is  con- 
sidered necessary  for  the  following  reasons. 

(1)  As  Chief  Justice  "Warren  has  said:    ^ 

"Present  day  legislative  complexities  are  such  that  individual 
members  of  Congress  cannot  be  expected  to  explore  the  myriad  of 
pressures  to  which  they  are  regularly  subjected.  Yet  full  realiza- 
tion of  the  American  ideal  of  government  by  elected  representatives 
depends  to  no  small  extent  on  their  ability  to  properly  evaluate 
such  pressures.  Otherwise  the  voice  of  the  people  may  all  too  easily 
be  drowned  out  by  the  voice  of  special  interest  groups  seeking 
favored  treatment  while  masquerading  as  proponents  of  the  public 
weal."  * 

(2)  There  should  be  some  attempt  made  to  check  corrupt  lobbying. 
A  famous  example  of  such  was  the  activity  of  Samuel  Colt  in  1854  in 
regard  to  the  extension  of  valuable  patent  rights.  Colt  retained  a  mem- 
ber of  Congress  on  a  $10,000  contingent  fee,  sent  numerous  gifts  of 
handsomely  decorated  small  arms  to  other  Congressmen,  and  provided 
lavish  entertainment  at  parties. 

(3)  There  should  be  some  protection  of  employers  and  groups  rep- 
resented by  lobbyists.  The  possibility  of  a  lobbyist  representing  two 
or  more  employers  or  groups  whose  interests  may  come  into  conflict 
should  be  checked. 

THE   GOAL   OF   EXISTING   REGULATION 

Most  of  the  state  legislatures  and  the  United  States  Congress  have 
adopted  legislation  intended  mainly  to  provide  public  disclosure  of 
lobbying  activities.  The  existing  legislation  appears  to  follow  the  theory 
set  down  by  the  House  Select  Committee  on  Lobbying  Activities  in 
1951:  "The  rejection  of  any  attempt  at  classification  of  lobbying  as 
'good'  or  'bad'  simplifies  rather  than  complicates  the  problem  of  legis- 
lating on  the  subject.  Laws  in  this  field  should  aim  at  the  reporting  of 
significant  data  by  pressure  groups,  and  not  at  their  regulation.  No 
attempt  should  be  made  to  prohibit  pressure  group  activities.  Congress 
and  the  people  can  evaluate  group  pressures  properly,  provided  they 
know  the  identity  and  financial  participation  of  those  who  support 
such  operations."  t 

LAWS   IN   OTHER   STATES 

Long  before  the  federal  government  legislated  on  lobbying  the  in- 
dividual states  imposed  some  regulation  upon  the  activitj^  In  1877,  Geor- 
gia, by  constitutional  provision,  declared  lobbying  to  be  a  criminal 
offense.  The  first  law  requiring  lobbyists  to  register  and  file  expense 

•  In  U.S.  vs.  Harriss,  347  U.S.  612,  98  L.  Ed.  989,  74  S.  Ct.  808  (1954). 
t  As  quoted  in  Frank  C.  Newman  and  Stanley  S.  Surrey,  Legislation   (New  Jersey 
Prentice-Hall,  1955),  p.  19. 
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accounts  was  passed  by  Massachusetts  in  1890.  The  third  leader  in  the 
field  was  Wisconsin,  and  these  three  states  served  as  models  for  later 
action  by  the  other  states. 

The  historv  of  regulatory  legislation  in  America  is  very  much  a  story 
of  reaction  following  indignation  over  scandal.  Democracies  are,  prop- 
erly, slow  in  using  the  machinery  of  government  to  remedy  problems, 
and 'the  machinery  is  usually  set  into  motion  by  a  glaring  spark.  In  the 
case  of  California^  for  example,  the  immediate  cause  of  the  legislation  m 
1949  was  the  infamous  expose  made  by  Arthur  Samish  concerning  his 

lobbying.  .       ,       ,  •         + 

Within  the  past  few  vears  considerable  attention  has  been  given  to 
reo-ulation  of  lobbving  in  the  states.  A  number  of  bills  have  been  in- 
troduced and  in  Wisconsin  (1957),  Texas  (1959),  Illinois  (1959),  and 
Minnesota  (1960),  statutes  have  either  been  substantially  revised  or 
new  statutes  passed. 

Ten  states  limit  their  laws  to  improper  lobbying  and  have  no  pro- 
visions for  registration  and  reporting.  However,  it  should  be  noted  that 
some  of  these  states  indicated  in  their  replies  to  the  requests  for  infor- 
mation that  thev  were  investigating  possibilities  of  registration  and 
reporting  provisions  and  might  soon  have  legislation  on  the  matter. 

Nine  states  have  no  regulation  whatsoever ;  but,  again,  some  of  those 
states  indicated  that  the  possibility  of  legislation  was  being  seriously 
considered.  One  of  them,  Minnesota,  has,  since  their  reply,  passed  legis- 
lation that  requires  registration  and  disclosure  of  certain  facts  before 
committees  at  which  an  advocate  is  appearing  in  a  "professional  or 
representative  capacity." 

Thirty-one  states  require  registration  of  lobbyists  and  10  of  these 
states  charge  a  fee  for  registration,  ranging  from  one  dollar  ($1)  to 
twenty  dollars  ($20).  In  12  states  a  registration  is  valid  until  termina- 
tion of  the  activity  for  which  registered ;  in  14  states,  until  the  begin- 
ning of  the  next  session;  and  in  five  states,  other  standards  preyad. 
In  15  states  registration  must  take  place  when  or  before  activity  begins ; 
in  13  states,  within  a  week  after  the  session  begins  or  within  a  week 
after  employment  begins ;  and  in  three  states  other  standards  prevail. 

Twenty-one  states  require  a  financial  report.  In  eight  states  both 
employer  and  lobbyist  must  file  such  reports ;  in  seven  states  only  the 
employer  files ;  in  five  states  only  the  lobbyist  files.  In  Michigan,  expense 
statements  must  be  kept  in  the  custody  of  the  lobbyist  or  his  employer 
for  a  period  of  six  years  and  must  be  produced  on  court  order.  In  14 
states  the  reports  must  be  filed  within  30  days  after  adjournment  of 
the  session;  in  three  states,  within  two  months  after  adjournment;  m 
three  states,  monthly  during  the  session;  and  in  one  state,  quarterly. 
Twenty-six  states  prohibit  arrangements  between  employer  and  lob- 
byist which  involve  compensation  contingent  upon  the  passage  or  defeat 
of  any  legislative  measure.  . 

Sanctions  are  usually  limited  to  criminal  penalties ;  nine  states  have 
a  three-year  disbarment  provision  from  engaging  m  lobbying  after 
conviction. 


10  ASSEMBLY  INTERIM  COMMITTEE 

LEGAL   ASPECTS   OF   LOBBYING   LAWS 

Federal  Court  Decisions 

(1)  National  Association  of  Manufacturets  vs.  Clark 

344  U.S.  804,  97  L.  Ed.  627,  1952 

A  three-judge  court  in  the  District  of  Columbia  declared  the  Federal 
Regulation  of  Lobbying  Act  unconstitutional  as  contravening  the  due 
process  clause  of  the  fifth  amendment  in  failing  to  define  the  offense 
with  sufficient  precision  and  to  set  forth  an  ascertainable  standard  of 
guilt.  On  appeal,  the  Supreme  Court  of  the  United  States  vacated  the 
judgment  and  directed  the  district  court  "to  dismiss  the  complaint 
upon  the  ground  that  the  case  is  moot. ' '      \ 

(2)  United  States  vs.  United  States  Savings  and  Loan  League 

9  F.R.D.  450  (D.C.D.C.  1949) 

A  three-count  indictment  was  dismissed  on  motion  of  the  defendant 
as  a  defective  pleading.  An  information  was  substituted  thereafter  and 
it  too  was  later  dismissed,  this  time  at  the  request  of  the  government 
as  defendant  had,  since  the  date  of  the  indictment,  initiated  compliance 
with  the  lobbying  act. 

(3)  United  States  vs.  Harriss 

347  U.S.  612,  98  L.  Ed.  989,  74  S.  Ct.  808  (1954) 

Five  members  of  the  Supreme  Court  construed  the  provisions  of  the 
lobbying  act  as  applicable  only  to  persons  Avho  solicited,  collected  or 
received  contributions  where  one  of  the  main  purposes  is  to  influence 
the  passage  or  defeat  of  congressional  legislation  and  the  intended 
method  of  accomplishing  this  purpose  is  through  direct  communication 
with  members  of  Congress.  So  construed,  the  disclosure  provisions 
which  were  at  issue  here  were  held  not  to  be  unconstitutionally  vague 
nor  to  violate  the  freedom  of  speech  and  press  or  the  freedom  to  peti- 
tion the  government.  In  their  dissenting  opinion  Justices  Douglas  and 
Black  said: 

''"We  deal  here  with  the  validity  of  a  criminal  statute.  .  .  .  We 
start  with  an  all  inclusive  definition  of  legislation  .  .  .  (it)  in- 
cludes 'any  other  matter  which  may  be  the  subject  of  action  by 
either  House.'  What  is  the  scope  of  'any  other  matter  which 
may  be  the  subject  of  action'  by  Congress?  It  would  seem  to 
include  not  only  pending  or  proposed  legislation  but  any  matter 
within  the  legitimate  domain  of  Congress  .  .  .  the  importance  of 
the  problem  is  emphasized  by  reason  of  the  fact  that  this  legisla- 
tion is  in  the  domain  of  the  first  amendment  .  .  .  can  Congress 
require  one  to  register  before  he  writes  an  article,  makes  a  speech, 
files  an  advertisement,  appears  on  radio  or  television,  or  writes 
a  letter  seeking  to  influence  existing,  pending,  or  proposed  legisla- 
tion? This  would  pose  a  considerable  question  under  the  first 
amendment.  .  .  .  (Statutes)  touching  this  field  should  be  'nar- 
rowly drawn  to  prevent  the  supposed  evil'  .  .  .  and  not  be  cast 
in  such  vague  and  indefinite  terms  as  to  cast  a  cloud  on  the  exer- 
cise of  constitutional  rights  ..." 

(4)  United  States  vs.  Slaughter 

89  F.  Supp.  205  and  89  F.  Supp.  876  (both  D.C.D.C.  1950) 

Roger  Slaughter  was  indicted  in  1949  for  violation  of  Section  308 
of  the  lobbying  act.  The  defendant  moved  to  dismiss  on  the  grounds 
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that  the  indictment  did  not  state  an  offense  against  the  ™ted  States, 
and  further  contended  that  the  lobbying  act  was  nnconstitutional  be- 
cause it  was  so  vague  and  uncertain  that  it  failed  to  mee  the  du 
process  requirements  of  the  fifth  amendment;  failed  to  inform  the 
d Sendant '  the  charge  against  him  in  violation  of  the  sixth  amend- 
ment; and  violated  the  first  amendment  because  it  deprives  persons 
of  civil  liberties.  The  court  denied  the  motion  to  dismiss,  t^u^  Providmg 
?he  first  court  decision  upholding  the  constitutionality  of  the  Federal 
Kegulation  of  Lobbying  Act.  _ 

Slaughter  also  maintained  that  his  activities  were  exempted  by  a 
provision  in  the  law  exempting  "any  person  who  merely  appears  be- 
fore a  committee  of  the  Congress  of  the  United  States  in  ^^^PPf't  «f 
or  oppoXn  to  legislation."  He  contended  that,  despite  the  fact  that 
he  had  not  been  a  witness  himself,  some  of  the  activities  alleged  in  a 
bm  of  particulars  under  the  indictment  related  to  his  arranging  for 
his  cl  ent  to  appear  as  a  witness,  and  that  the  exemption  extended  to 
Mm  as  a  lawye?  also.  The  court  did  not.  pass  on  this  ques  ion  as  th 
bill  of  particulars  had  specified  other  activities  also,  ^f^^^  .^^^f^^^^™^ 
another  judge  (the  defendant  having  preferred  to  waive  trial  by  juiy) 
the  court  found  the  defendant  not  guilty,  stating : 

The  statute  is  a  criminal  statute.  It  must  be  construed 
most  favorably  to  the  defendant  in  case  of  any  doubt  or  ambigu- 
ity  To  interpret  the  exemption  as  being  limited  solely  to  the  per- 
son who  phvsically  appears  before  the  committee  would  frequently 
render  negatory  and  defeat  the  apparent  intent  of  the  Congress. 
The  obvious  intent  is  not  to  interfere  with  or  hamper  the  giving 
of  testimony  before  congressional  committees  and  m  order  to 
achieve  this  purpose  it  is  necessary  to  permit  witnesses  to  receive 
advice  and  assistance  in  preparing  the  statements  which  they  pro- 
pose to  make.  The  testimony  in  this  case  shows  that  the  activities 
of  the  defendant  consisted  largely  of  preparing  statements  tor 
witnesses  to  be  given  by  them  before  congressional  ^0^1111  [^^„ 
These  activities  are  clearly  within  the  exception.  True,  the  bill  ot 
particulars  alleges  other  activities,  which,  if  proven,  would  be 
within  the  purview  of  the  act,  namely,  contacting  members  of 
Congress  in  connection  with  legislation.  No  evidence,  however  has 
been  introduced  by  the  government  to  support  these  items  of  the 
bill  of  particulars." 

(5)   United  States  vs.  Neff,  et  a/.  ...  ,.      ,^o  -^    ,oeA 

U.S.  District  Ct.  for  District  of  Columbia,  Criminal  No.  768-56,  1956 

(unreported) 

The  lobbying  charge  was  related  to  a  campaign  contribution,  itie 
defendants  pleaded  guilty  and  were  fined.  There  was  no  written  court 
opinion  interpreting  the  lobbying  act.  The  factual  background  ot  the 
case  was  the  subject  of  investigation  by  another  congressional  com- 
mittee which  reported  its  findings  to  the  Senate.  (See  hearings  before 
the  Select  Committee  for  Contribution  Investigation,  IT.b.  Senate,  ««n 
Congress,  also  Senate  Report  No.  1724,  84th  Congress.) 
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(6)   United  States  vs.  Rumely 
97  L.  Ed.  770  (1952) 

This  was  not  specifically  a  decision  on  the  Lobby  Law.  But  it  is 
relevant  to  the  Lobby  Law. 

The  issue  was  that  the  secretary  of  an  organization  engaged  in  the 
sale  of  books  of  a  particular  political  persuasion  refused  to  disclose 
to  a  committee  of  the  House  of  Representatives  operating  under  the 
jurisdiction  of  the  lobbying  statute,  the  names  of  those  who  made 
bulk  purchases  of  these  books  for  further  distribution.  He  was  con- 
victed for  contempt  of  the  committee.  The  court  of  appeals  reversed 
with  instructions  to  dismiss  the  indictment.  The  judgment  of  the  court 
of  appeals  was  unanimously  affirmed  by  the  Supreme  Court,  two  mem- 
bers not  participating. 

Five  members  of  the  court,  in  an  opinion  by  Frankfurter,  rested  their 
decision  on  the  ground  that  the  investigation  was  limited  by  the  terms 
of  the  resolution  to  activities  constituting  direct  contact  with  Congress 
and  it  did  not  extend  to  other  lobbying  activities,  such  as  attempts  to 
influence  the  thinking  of  the  community.  Hence,  the  committee  was 
held  to  have  no  authority  to  compel  the  production  of  the  information 
sought  from  the  witness.  The  constitutional  question,  whether  Congress 
had  power  to  direct  an  investigation  of  the  broader  scope,  was  left 
open.  Douglas  and  Black  said  that  the  committee  had  authority  under 
the  terms  of  the  resolution  to  compel  the  witness  to  answer  the  ques- 
tion propounded,  but  the  House  had  no  constitutional  power  to  confer 
such  authority  upon  the  committee. 

State  Court  Decisions 

(1)  State  vs.  Crites  (Missouri) 

209  S.  W.  863  (1919) 

The  Supreme  Court  of  Missouri  affirmed  a  lower  court  decision 
quashing  an  indictment  which  charged  the  defendant  with  violation  of 
a  State  law  prohibiting  fee  contracts  contingent  on  the  passage  or  de- 
feat of  legislation.  The  decision  was  based  on  the  fact  that  the  title 
of  the  then  12-year-old  legislative  activity  disclosure  statute  was  de- 
fective in  that  it  contained  no  reference  to  contingent  fee  arrangements, 
contrary  to  the  provisions  of  Section  28,  Article  IV,  Missouri  Consti- 
tution, which  provided,  "No  bill  .  .  .  shall  contain  more  than  one 
subject  which  shall  be  clearly  expressed  in  its  title." 

(2)  Campbell  vs.  Commonwealth  (Kentucky) 

17  S.  W.  2d  227  (1929) 

A  lobbyist  appealed  from  a  judgment  fining  him  .$750  for  violation 
of  the  section  of  the  registration  act  which  made  it  unlawful  for  a 
legislative  counsel  or  agent  employed  for  pecuniary  consideration  to 
go  upon  the  floor  of  either  house  of  the  Legislature  except  on  the  in- 
vitation of  such  house.  Constitutionality  of  the  act  was  attacked  on  three 
grounds,  including  the  contention  that  it  violated  the  right  of  petition. 
The  court  said : 

' '  The  Bill  of  Rights  declares  it  to  be  an  inherent  and  inalienable 
right  of  all  men  to  apply  to  those  invested  with  the  power  of 
government  for  all  proper  purposes  by  petition,  address,  or  remon- 
strance. There  is  no  attempt  in  this  law  to  restrict  the  legitimate 
exercise  of  that  right.   The  act  plainly  specifies  those  to  whom 
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it  applies,  who  are  contradistinguished  from  those  appearing  be- 
fore leo-islative  committees,  or  legitimately  influencing  the  members 
in  behalf  of  the  public,  or  in  their  own  behalf,  respecting  any 
laudable  private  enterprise. ' ' 
However,  the  conviction  was  reversed  on  the  ground  that  it  failed 

to  charge  that  defendant  was  registered,  or  came  withm  the  class  ol 

those  required  to  register,  under  the  act. 

(3)   Commonwealth  vs.  Aetna  Life  Insurance  Company  (Kentucky) 
263  Ky.  803,  93  S.  W.  2d  840  (1936) 

The  companv  was  indicted  on  the  charge  of  violating  the  registration 
act  by  failing  to  file  a  required  expense  report  for  a  lobbyist  who  had 
registered  as  its  legislative  agent.  The  trial  court  found  for  the  com- 
pany, and  the  State  appealed.  The  company  contended  that  the  lobbyist 
was  employed  only  as  a  general  agent  and  that  he  had  registered  as  a 
lobbyist  of  his  own  accord,  without  the  knowledge  or  consent  ot  his 
employer.  The  evidence  showed  that  he  had  no  instructions  from  his 
company  to  register  or  act  as  a  lobbyist,  and  the  judgment  of  the  trial 
court  was  affirmed. 

(4)   State  vs.  Hoebel  (Wisconsin) 

256  Wis.  549,  41  N.  W.  2d  865  (1950) 

The  defendant,  an  employee  of  the  Wisconsin  Road  Builders  Associa- 
tion was  charged  with  filing  a  false  expense  report.  The  State  sought 
to  revoke  his  license  as  a  lobbvist.  He  contended  that  the  statute  was 
so  vague,  uncertain,  and  indefinite  that  it  constituted  a  denial  of  due 
process  of  law.  The  appeals  court  affirmed  the  decision  of  the  trial 

court:  ^.  •     J  u.    \. 

"The  acts  prohibited  and  the  items  of  expenditure  required  to  be  re- 
ported bv  the  statutes  here  involved  can,  by  their  very  nature,  be 
defined  only  in  broad  terms.  Having  in  mind  the  purpose  of  the  legis- 
lature, what  is  disapproved  and  what  is  required  can  be  determined 
with  reasonable  definiteness.  The  statutes  are  not  unconstitutional.' 

(5)  State  vs.  Decker  (Wisconsin) 

258  Wis.  177,  45  N.  W.  2d  98  (1950) 

A  charge  of  false  expense  reports  was  involved,  and  the  State  sought 
to  revoke^  the  lobbvist 's  license.  The  defendant,  who  was  legislative 
agent  for  the  Citv  of  Milwaukee,  failed  to  report  certain  items  of 
expense  which  were  billed  directly  to  and  paid  by  the  city.  The  appeals 
court  held  that  the  words  "expenses  incurred  by  him  or  any  agent 
included  expenses  incurred  by  the  lobbyist's  principal. 

(6)  Sfafe  ex  rel  Arthur  vs.  Superior  Court  (Wisconsin) 

257  Wis.  430  (1950) 

This  case  concerned  the  technicality  of  whether  a  district  attorney 
could  prosecute  a  case  involving  violation  of  the  lobbyist  registration 
statute  when  the  law  provided  that  ' '  It  shall  be  the  duty  of  the  Attorney 
General  upon  information  to  bring  prosecutions  for  the  violations  of 
the  provisions  .  .  .".  The  court  held  that  the  authority  given  the 
Attorney  General  was  not  exclusive,  and  that  a  district  attorney  had 
both  the  right  and  the  duty  to  proceed  in  a  case  where  information  of 
a  violation  occurring  within  his  county  had  reached  him. 
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REGULATION    IN   CALIFORNIA 

In  California  a  lobby  regulation  law  was  passed  in  1949  and  amended 
in  1950.  Under  this  law  anyone  engaged  for  pay  or  compensation  to 
influence  legislation  must  register  as  a  legislative  advocate  and  regu- 
larly file  certain  information,  such  as  his  income  as  an  advocate,  his 
principal,  the  kinds  of  legislation  he  is  concerned  with,  and  his  expend- 
itures as  an  advocate.  In  1960,  approximately  600  persons  were  regis- 
tered as  advocates,  representing  approximately  500  employers. 

As  for  the  employer,  under  the  law  solicitation  and  collection  of 
funds  to  be  used  in  influencing  legislation  is  to  be  reported  with 
certain  information  filed,  such  as  the  amQunts  expended  and  types 
of  legislation  concerned. 

LACK  OF  COMPLIANCE 

In  a  careful  review  of  records  in  the  Legislative  Analyst's  office  the 
following  data  were  compiled. 

In  1959,  a  total  of  526  advocates  registered.  From  January  1959  to 
June  1960,  taking  into  account  the  time  of  registration  and  known 
cases  of  termination  of  lobbying  activities,  8,588  monthly  reports  should 
have  been  filed.  Only  2,943  reports  were  filed,  that  is,  a  compliance  of 
34  percent.  In  1960,  16  more  registrations  were  filed.  From  January 
to  June  1960,  80  reports  were  required  of  these  advocates.  Twenty-eight 
reports  were  actually  filed,  that  is,  a  compliance  of  22  percent  (See 
Appendix  I). 

No  reports  were  on  file  from  employers. 

Some  interpretation  was  required  in  compiling  these  data  because 
advocates  have  not  been  required  to  file  a  notice  of  termination  of 
activities  and  because  the  records  do  not  always  lend  themselves  to 
accurate  statistical  analysis. 

THE   PROBLEM   OF   COMPLIANCE 

Observations  and  Criticisms  of  the  California  Lobby  Law 
by  California  Lobbyists 

The  following  quotations  from  past  hearings  of  the  Committee  on 
Legislative  Representation  were  chosen  because  they  are  representative 
of  many  observations  and  criticisms  made  at  these  hearings.  It  should 
be  noted  that  the  persons  quoted  may  no  longer  be  advocates  for  the 
organizations  indicated. 

Hearing  on  February  23,  1956 

Edward   D.   Landels   (Bankers  Association  of  California,  Trustees  Willow  Land   Co., 
investment  Bankers  Association  of  America) 

''As  the  act  now  reads,  any  person  who  appears  before  the  Legisla- 
ture for  compensation  in  the  interests  of  any  legislation  must  register 
as  a  lobbyist,  and  must  file  a  statement  of  his  expenditures.  Now  you 
have  a  great  many  men,  officers  of  corporations,  officers  of  trade  associa- 
tions, representatives  possibly  of  labor  unions,  part  of  whose  duties 
encompass  keeping  track  of  legislation.  They  are  frequently  called 
to  the  Legislature  to  express  their  views  or  to  give  information  to  the 
members.  They  are  not  professional  lobbyists,  but  in  a  sense  they  are 
compensated  as  part  of  their  duties  as  officers  of  a  corporation,  etc., 
to  go  to  the  Legislature  if  they  have  occasion  to  go  ...  I  know  that 
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men  have  hesitated  to  appear— men  who  in  the  public  interest  should 
appear  before  the  Legislature  have  refused  to  do  so  because  they  have 
been  advised  by  their  counsel  that  if  they  do,  they  must  register  as 
lobbyists.  Now,"  I  think  that  can  very  easily  be  corrected  and,  at  the 
same  time,  preserve  the  chief  purpose  of  this  legislation  by  an  appro- 
priately worded  amendment  to  exempt  any  regularly  employed  person 
whose  primary  duty  or  a  substantial  part  of  his  duties  is  not  acting 
as  a  legislative  advocate,  but  whose  appearance  before  the  Legislature  is 
merely  incidental  to  his  other  duties  provided  that  while  he  is  appear- 
ing before  the  Legislature  he  does  not  expend  an  excessive  X  dollars, 
other  than  for  his  OAvn  sustenance  and  travel." 

Donald  CSeary  (City  and  County  of  San  Francisco) 

"The  law,  insofar  as  I  am  concerned,  is  not  clear.  City  officials  are 
exempt,  as  you  know.  When  the  law  was  first  enacted  I  got  an  opinion 
from  Mr.  Dion  Home,  City  Attorney,  who  said  'Frankly,  this  thing 
is  so  vague  I  don't  know  how  to  advise  you.  .  .  '  " 

Goscoe  O.  Farley  (State  Bar  of  California) 

"We  have  a  committee  system.  We  have  five  or  six  or  seven_  com- 
mittees who  work  on  legislation  and  many  times  when  a  particular 
bill  or  ours  comes  up  I  have  a  committee  chairman  of  the  committee 
that 's  worked  on  that  bill  come  up  and  help  me  with  the  presentation. 
All  the  chairman  gets  is  his  bare  traveling  expenses.  We  don't  register 
him  as  a  representative,  as  I  don 't  think  we  need  to  .  .  .  We  want  to  be 
sure  we're  doing  what  is  right,  and  yet  we  don't  want  to  clutter  up 
your  records  with  a  lot  of  registrations  that  really  don't  mean  any- 
thing. If  that  could  be  clarified  it  would  ease  our  mind  a  little  bit.  ..." 

William  Hadeler  (California  Grocers  Association) 

"Is  the  money  spent  by  our  organization  or  our  association  money 
that  I  spend  myself?  Is  the  association's  money  paying  for  the  rooms 
at  the  Senator  Hotel  an  expenditure  that  I  make  myself?  I  don't  know 
the  answer.  I  don't  live  in  the  Senator  Hotel.  I  live  in  an  apartment, 
usually  across  the  street  at  the  Francesca.  That  is  paid  for  by  my 
association.  Is  that  my  expenditure,  or  the  expenditure  of  the  cor- 
poration w^ho  is  not  classified  as  a  lobbyist?" 

Hearing  on  March  22,  7956 

Bert  Trask  (California  Motor  Transport  Association) 

' '  I  think  the  law  is  quite  confusing  as  to  what  we  're  exactly  supposed 
to  do,  and  probably  the  only  suggestion  I  might  make  is  that  if  you 
could  put  out  a  simple  handbook  that  would  tell  us  exactly  what  we 
had  to  do,  it  would  help  a  lot." 

Hearing  on  January  21,  7958 

Coleman  A.  Blease  (Acting  Deputy  Secretary,  Friends'  Committee  on  Legislation) 

"As  I  understand  it  if  a  person  .  .  .  has  as  one  of  its  main  pur- 
poses the  influencing  of  legislation  .  .  .  then  under  9901  even  though 
only  a  part  of  our  activities  are  concerned  with  lobbying,  as  I  Avould 
take  9906  to  mean,  we  still  nevertheless  must  probably  file  a  report 
covering  all  of  our  expenditures  even  though  the  bulk  of  those  are,  as 
our  committee  is  currently  set  up,  involved  in  educational  work,  speak- 
ing engagements,  literature,  and  the  direct  lobbying  activity,  that  is 
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the  contact  with  the  Legislature  is  certainly  only  about  a  quarter  of  our 
work. 

"Nevertheless,  we  are,  I  would  take  it,  required  to  file  concerning 
those  expenditures  which  are  not  directly  concerned.  That  is,  once  you 
come  within  9906  then  it's  an  all  or  nothing  at  all  proposition.  If  you 
don't  fall  within  9906,  that  is,  if  you  are  an  organization  which  is  so 
large  that  your  direct  lobbying  activities  are  only  incidental  to  your 
major  function — it  may  be  a  business  of  some  sort — even  though  you 
might  be  spending  50  times  as  much,  for  example,  as  our  organization 
might  be,  then  you  are  excluded  from  coverage  of  the  act  and  are  not 
required  to  file  anything.  Now,  in  the  interests  of  disclosure  of  those 
expenditures  which  bear  upon  the  influencing  of  legislation,  it  would 
seem  to  me  that  the  committee  might  want  to  consider  a  change  of  the 
law  so  as  to  require  at  least  disclosure  of  funds  which  are  involved  in 
influencing  legislation  directly. ' ' 

THE    PROBLEM   OF   ENFORCEMENT 

Observations  Made  at  Past  Hearings  Regarding  Problems  of  Constitutionality 
and  Enforceability  of  the  California  Lobby  Law 

Hearing  on  March  22,  1956 

Ralph  N.  Kleps  (Legislative  Counsel,  California) 

"A  number  of  complications  in  this  act  were  treated  in  an  opinion  of 
the  Supreme  Court  of  the  United  States,  written  by  Chief  Justice  Earl 
Warren.  (The  reference  is  to  U.S.  vs.  Harriss).  Our  act  is  a  direct  copy 
of  the  federal  act.  It  is  conceivable  that  this  committee  might  want  to 
consider  amendments  to  the  act  which  would  make  it  reflect  the  court 
decision  of  the  United  States  Supreme  Court,  because  if  you  don't  know 
about  the  court  decision,  and  if  you  confront  this  act  for  the  first  time, 
and  try  to  comply  with  it,  you  will  have  all  the  questions  in  your  mind 
that  the  court  decision  has  now  treated  with,  and  the  committee  might 
want  to  consider  simply  bringing  the  act  up-to-date  in  the  light  of  the 
court  decision,  so  that  it  accurately  expresses  what  the  Supreme  Court 
says  the  federal  act  means. ' ' 

Hearing  on  January  21,  1958 

Dr.  Alphonse  Fiore  (University  of  San  Francisco) 

"Enforcement  is  a  problem.  But  it's  not  only  a  problem  here  it's  a 
problem  in  the  38  states  that  have  lobby  laws,  and  I  would  say  in  my 
study  of  the  lobby  law^s  throughout  the  United  States  that  there  is  more 
lip  service  given  to  these  lobby  laws  than  there  is  any  conviction  .  .  . 

"I  notice  it  was  said  by  the  chairman  (of  this  committee)  .  .  .  that 
there  is  failure  in  the  observance  of  certain  provisions  of  the  law,  and 
also  it  was  said  ...  by  a  representative  of  the  Attorney  General 's  office 
that — when  it  was  asked  about  prosecutions,  etc. — that  as  far  as  he 
knows  there  have  not  been  any  here  in  the  state,  and  there  have  been 
very,  very  few  complaints. 

' '  Your  law  was  drawn  up  in  a  great  hurry  .  .  .  and  there  were  things 
put  in  there  that  were  ambiguous,  contrary  to  each  other,  and  loose 
jointed,  and  in  many  cases  having  cross  references  which  blotted  out 
one  as  against  the  other  .  .  .  therefore  the  problem  of  enforcement  then 
was  a  part  in  the  lack  of  enforcement  or  weakness  in  enforcement  ,  .  . 
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"Your  Attorney  General  has  indicated  .  .  .  that  he  failed  to  bring 
prosecutions  in  several  cases,  because  he  said  that  in  the  past  those  par- 
ticular provisions  were  not  .  .  .  observed  by  the  advocates,  and  that  had 
been  quite  general.  In  other  words,  they  haven't  been  brought  to  time, 
so  why  was  he  going  to  make  scapegoats  out  of  these." 

J.  F.  Coakley  (District  Attorney,  Alameda  County) 

"I  am  inclined  to  agree  .  .  .  that  there  are  some  uncertainties  (in  the 
California  lobby  law  f  which  would  make  it  difficult  for  a  prosecutor, 
for  a  district  attorney,  to  prosecute,  or  for  a  judge  or  a  jury  to  make 
an  adjudication  in  an  alleged  violation  .  .  . 

"  (The)  language  in  Section  9908  .  .  .  presents  difficulty  from  a  prose- 
cution standpoint  ...  in  the  use  of  the  word  'material'  .  .  .  now,  I 
think  there  may  be  room  for  a  difference  of  opinion  as  to  what  is  'ma- 
terial'— the  rule  is  that  in  a  penal  provision,  which  creates  and  defines 
a  criminal  offense,  it  should  be  specific  ...  the  thing  is  not  certain 
enough  .  .  .  (Thus)  it  is  void,  it  is  unconstitutional  because  it  is  too 
vague. 

"Then  in  subdivision  (b)  of  9908,  the  language— in  addition  to  the 
penalties  provided  for  in  subsection  (a),  any  person  convicted  of  the 
misdemeanor  specified  therein  is  prohibited,  for  a  period  of  three  years, 
etc.,  from  attempting  to  influence.  Now,  this  is  a  penal  provision  and 
that  is  rather  odd  language  .  .  .  the  orthodox  way  of  defining  a  crime  is 
to  say  that  it  is  unlawful  to  do  so  and  so,  or  any  person  who  does  such 
and  such  is  guilty  of  a  misdemeanor,  or  a  felony  as  the  case  may  be  ^ 
...  I  frankly  have  serious  doubts  as  to  whether  or  not  if  a  case  was  pre- 
sented to  a  district  attorney  under  this  penal  provision,  and  that's  the 
only  penal  provision  in  the  act  under  which  the  district  attorney  could 
act,  whether  you  could  make  it  stick  all  the  way  up  to  the  Supreme 
Court." 

SUMMARY   OF   CALIFORNIA   LEGISLATIVE   COUNSEL'S   OPINIONS 
ON   THE   CALIFORNIA   LOBBY   LAW 

1.  Analysis  of  ihe  Entire  Law: 

Analysis  of  Law  Relating  to  Influencing  or  Attempting  to  Influence 
Legislation  (published  by  the  Senate  and  Assembly  Special  Commit- 
tees on  Legislative  Representation — September,  1956). 

2.  Question  from  Assemblyman  Harold  K.  Levering: 

Whether  Sections  9900-9910  of  the  Government  Code  require  a  per- 
son registering  as  a  legislative  advocate  to  answer  the  question  of  how 
much  he  is  paid  by  the  person  engaging  his  services  ' '  in  all  capacities. 

Opinion;  No.  9095 

If  the  registrant  can  answer  how  much  compensation  he  receives  for 
activities  subject  to  Section  9906  of  the  Government  Code,  he  is  not 
required  to  answer  how  much  he  receives  for  other  services.  However, 
if  he  receives  a  lump  sum  for  services,  some  of  which  are  within  and 
some  outside  of  Section  9906,  and  he  cannot  answer  how  much  of  that 
sum  he  receives  for  services  within  Section  9906,  he  can  be  required 
to  answer  how  much  he  receives  in  all  capacities.  {AssemUy  Journal, 
February  26,  1959,  p.  926.) 
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3.  Question  from  Assemblyman  Charles  Edward  Chapel: 

A  group  of  people  in  a  specified  business  or  industry  raise  a  fund 
to  procure  the  defeat  of  pending  legislation  by,  among  other  things, 
employing  a  legislative  advocate  to  make  direct  contact, with  Members 
of  the  Legislature  to  procure  the  defeat  of  the  bill.  Is  the  group  re- 
quired to  register  or  file  reports  under  Sections  9900-9905  of  the  Gov- 
ernment Code  ?  If  so,  what  are  the  penalties  for  failure  to  do  so  ? 

Opinion:   No.  16415 

If  the  particular  facts  of  the  situation  are  such  that  it  can  be  con- 
cluded that  a  "person"  (which  can  be  an  association)  has  solicited, 
collected,  or  received  money  for  the  'principal  purpose  of  bringing 
about  defeat  of  legislation  by  the  Legislature,  there  is  a  duty  to  file 
reports  under  Sections  9901  to  9905  of  the  Government  Code.  Failure 
to  do  so  would  be  a  misdemeanor,  punishable  by  fine  up  to  $5,000  or 
imprisonment  up  to  a  year,  or  both.  Also,  a  person  convicted  of  such 
offense  is  prohibited  for  three  years  from  engaging  in  activity  to  influ- 
ence legislation.  {Assenibly  Journal,  June  4,  1959,  p.  4692.) 

4.  Question  from  Assemblyman  Myron  H.  Frew: 

Whether  a  person  who  engages  himself  for  pay  to  influence  legisla- 
tion embodied  in  a  particular  bill  must  register  as  a  legislative  advo- 
cate if  he  does  nothing  more  than  appear  before  a  committee  when 
the  bill  is  heard. 

Opinion:   No.  10108 

He  does  not  have  to  register.  {Assembly  Journal,  March  11,  1959, 
p.  1247.) 

5.  Quesf/on  from  Assemblyman  Myron  H.  Frew: 

Whether  the  Special  Assembly  Committee  on  Legislative  Eepresen- 
tation  is  now  authorized  to  impose  a  fee  or  charge  for  the  granting  of 
a  certificate  of  registration  to  legislative  advocates  under  the  statute 
regulating  their  activities;  and,  if  not,  whether  the  imposition  or 
authorization  of  such  a  charge  or  fee  by  statute  to  defray  a  part  of 
the  cost  to  the  State  of  the  issuance  of  such  certificates  would  be  con- 
stitutional. 

Opinion:    No.  4537 

The  committee  at  present  has  no  authority  to  impose  a  charge  or  fee 
as  described.  We  believe  a  statute  imposing  such  a  fee  or  so  authorizing 
the  committee  would  be  valid.   (August  25,  1960.) 

6.  Questions  from  Assemblyman  Ralph  M.  Brown: 

Could  a  civil  penalty  be  imposed  for  violations  of  the  lobby  law?  If 
so,  is  there  a  limit  on  such  a  penalty? 

Would  any  specific  new  wording  be  required  in  Section  9908  to  pro- 
vide for  such  a  penalty  ? 

What  action  could  the  Legislature  take  in  a  case  where  the  penalty 
was  not  paid  ? 

Opinion:   No.  5153 

In  our  opinion  it  could  be  provided  that  a  civil  penalty  shall  be 
recoverable  for  such  violations. 
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There  is  no  specific  dollar  limit  on  the  amonnt  of  a  penalty  that  could 
be  provided  for.  The  penalty  must  not  be  flagrantly  oppressive  and 
disproportionate  to  the  offense. 

Suggested  wording  for  a  civil  penalty  provision  is  set  forth  m  the 
analy'sis  below.    (See  Suggested  Changes— Section  9908.) 

It^  would  be  appropriate  to  provide  that  the  Attorney  General  (on 
request  of  the  Legislature  or  some  committee  or  officer  thereof)  shall 
commence  and  prosecute  a  civil  action  to  recover  the  penalty.  (Novem- 
ber 16,  1960.) 

7.   Proposed  Amendmenfs: 

Assemblyman  Myron  H.  Frew  submitted  a  copy  of  the  proposed 
amendments  (included  in  this  report)  to  the  Legislative  Counsel  and 
asked  the  following  questions  regarding  it : 

Referring  to  Section  9906,  if  a  publisher  of  textbooks  approaches  a 
Member  of  the  Legislature  attempting  to  influence  him  to  use  said 
publisher's  books  in  the  California  schools,  is  said  publisher  excluded 
from  the  provisions  of  the  lobbying  law? 

"What  is  meant  by  "newspaper  or  other  regularly  published  periodi- 
cal" and,  particularly,  is  a  trade  journal  a  newspaper  or  other  reg- 
ularly published  periodical. 

opinion:  No.  5382 

We  assume  that  von  refer  to  a  publisher  who  is  "employed  or  re- 
tained" to  influence  "legislation,"  i.e.,  some  matter  before  the  Legis- 
lature, and  who  attempts  to  carry  out  this  purpose  by  approaching 
legislators  personally,  not  merely  by  appearing  at  committee  hearings. 
In  our  opinion  he  is  not  excluded  from  the  act. 

Although  the  California  courts  have  had  occasion  to  consider  the 
meaning  of  "newspaper  of  general  circulation,"  they  have  not  had 
occasion  to  consider  the  definition  of  "newspaper"  alone.  In  our  opinion 
if  a  trade  journal  is  in  fact  published  at  regular  or  stated  intervals, 
it  is  a  regularly  published  periodical. 

FINDINGS 
The  present  California  Lobbying  Law : 

(1)  Is  not  being  complied  with. 

(2)  Is  difficult  to  comply  with. 

(3)  Is  not  being  enforced. 

(4)  Is  difficult  to  enforce. 

(5)  Is  problematical  in  language  to  the  point  where  there  are  serious 
constitutional  defects. 

CONCLUSIONS 

(1)  The  law  should  be  amended  to  make  it  more  clear  to  persons 
affected  and  to  eliminate  constitutional  defects. 

(2)  A  definite  policy  on  administrative  procedures  should  be  devel- 
oped by  the  committee  in  charge.  Everyone  connected  with  or  affected 
by  the'law  should  have  a  clear  picture  of  the  operation  of  the  law.  io 
this  end  a  manual,  outlining  the  meaning  of  the  law,  should  be  dis- 
tributed to  all  concerned. 
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SUGGESTED  AMENDMENT  OF  THE  GOVERNMENT  CODE 

Section  9900.     Definitions.     When  used  in  this  chapter: 

(a)  The  term  "contribution"  includes  a  gift,  subscription,  loan,  ad- 
vance, or  deposit  of  money  or  anything  of  value  and  includes  a  con- 
tract, promise,  or  agreement,  whether  or  not  legally  enforceable,  to 
make  a  contribution. 

(b)  The  term  ''expenditure"  includes  a  payment,  distribution,  loan, 
advance,  deposit,  or  gift  of  money  or  anything  of  value,  and  includes 
a  contract,  promise,  or  agreement,  whether  or  not  legally  enforceable, 
to  make  an  expenditure,  and  includes  expen^tures  ty  any  other  person 
to  further  activities  of  the  person  filing  a  statement  and  not  separately 
reported  'by  such  other  persons. 

(c)  The  term  "person"  includes  an  individual,  partnership,  com- 
mittee, association,  corporation,  and  any  other  organization  or  group 
of  persons. 

■(4>  ¥he  ie¥m  "clerk"  moans  the  ^hiei  €le¥k  ei  tfee  Assembly  ei 
the  State  el  Califoi^nia  e*  sureh  other  person  ae  %he  mest  recent  iE«les 
ei  the  Assembly  the»  designate,  €«id:  the  term  "secretary"-  means  %he 
Secretary  ei  the  Senate  ei  the  State  ei  California  e?  such  other  person 
fts  #ie  Hies*  i^eefi*  Rules  ef  the  Senate  thes  designate. 

-fe^  (d)  The  term  "legislation"  means  bills,  resolutions,  amend- 
ments, nominations,  and  other  matters  pending  e*^  proposed  in  cither 
house  ei  the  Legislature  t  aftd  includes  aey  other  matter  whieh  saay= 
fee  subjeet  te  action  fey  cither  feeuse  . 

-(#)•  (e)  The  term  "political  committee"  includes  any  committee, 
association,  or  organization  which  accepts  contributions  or  makes  ex- 
penditures for  the  purjDose  of  infiuenciug  or  attempting  to  influence  the 
election  of  candidates  or  presidential  and  vice  presidential  electors,  or 
any  duly  authorized  committee  or  subcommittee  of  a  political  party 
whether  national.  State,  or  local. 

(f)  The  term  '^direct  communication"  includes  all  means  of  direct 
address  to  the  Legislature. 

(g)  The  term  "legislative  advocate"  means  any  person  who  for  any 
consideratio7i  is  employed  or  retained  to  influence  legislation  in  person 
or  through  any  other  person  hy  meams  of  direct  communication. 

Reasons  for  Suggested  Changes: 

In  Section  9900,  subsection  (b)  :  the  change  closes  a  loophole  now 
existing  in  the  law.  In  subsection  (d)  of  the  present  law:  the  law  will 
be  administered  by  a  Joint  Legislative  Representation  Committee  to 
be  discussed  in  Section  9909.  In  the  new  subsection  (d)  :  the  change 
brings  the  bill  more  into  the  realm  of  constitutionality.  (See  the  "Doug- 
las-Black" dissent  in  U.S.  vs.  Harriss  in  the  Report  of  Court  Decisions.) 
The  new  subsection  (f )  :  designates  in  a  constitutional  manner  what 
activity  is  considered  as  lobbying.  The  new  subsection  (g)  :  specifies 
what  is  meant  by  a  "legislative  advocate." 

Section  000^  Application  el  Actions  9901  9903.  ¥be  provisions  el 
Sections  090i  te  dOO^  inclusive,  shall  apply  te  aay  person,  except  a 
political  committee,  whe  fey  himself,  e?  through  a^iy  agent  m-  employee 
e^  other  persons  is  a»y  manner  whatsoever,  directly  %¥■  indirectly,  se- 
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iieiter  eelieete,  ev  rcceivco  meaey  e^  aey  e^he^  ^M^  el  ^fttee  %e  fee  «ee4 
jHnncipglly  to  ai^  w  tfe«  ^riwei^  :^,t^^^e  el  wtwefe  pe^ees  w  to  ai^ 
Hi  :|]^  aeeemplisfemettt  ei  a»y  el  ^e  Ie4iewi«g  purpooca-^ 

^  ^piie  ^aeea^  e*  €lelea%  el  aftj^  legiolatiea  fej^  *fee  -Lcgialaturo  ^ 
4iie  State  el  ^alifori^a  ei^  tfee  appro^^  e*  veto  el  a»y  legis4at««  fey 
tfee  Govcriiey  el  tfee  State  el  Californiar 

-fW-  ¥e  influence  ^i^eetly  e*  IndiroetiyT  tfee  passage  e^-  defeat  el  afty 
le^efetlee  fey  tfee  I^iakwe  el  tfee  State  el  California  e¥  tfee  approval: 
e^  :vete  el  a^y  iegisfertieft  fey  tfee  Oeve^iei'  el  tfee  State  el  Cable^ftiaT 

Section  9905.  Application  of  Reporting  and  Record-keeping  Pro- 
visions.    The  reporting  and  record-keeping  provisions  of  this  act  shall 

apply  to: 

(a)  Any  person  who  is  required  to  register. 

(I))  Any  person  who  employs  or  retains  07ie  or  more  legislative  ad- 
vocates and  who  makes  an  expenditure  of  $300  or  more  m  any  calendar 
quarter,  exclusive  of  traveling  expenses  of  said  advocate,  to  influence 
legislation. 

(c)  Any  person  who  receives  $300  or  more  in  a  calendar  quarter  as 
compensation,  reimbursed  expenses,  exclusive  of  travel  expenses,  or 
l)oth  for  the  purpose  of  influencing  legislation  hy  direct  comm.unication. 
This  suMivision  shall  include  any  person  who  receives  compensation 
for  any  purpose  and  includes  hut  is  not  limited  to  an  officer  or  employee 
of  another  person  who  in  the  course  of  his  duties  devotes  any  portion 
of  his  time  to  efforts  to  influence  legislation  if  the  amount  allocable  to 
legislative  adiviiies  is  $300  or  more,  exclusive  of  traveling  expenses. 
Any  such  person  as  to  whose  activity  no  fair  allocation  of  legislative 
and  nonlegislative  activities  is  possible  shall  report  his  gross  receipts 
and  expenditures  together  with  a  statement  that  only  a  portion  thereof 
is  for  legislative  purposes. 

(d)  Any  person  who  requests  or  procures  any  other  person  to  com- 
municate directly  with  the  Legislature  to  influence  legislation  by  means 
of  a  communication  which  does  not  show  on  its  face  the  identity  of  the 
person  who  requested  or  procured  such  communication  */: 

(1)  Such  request  or  procurement  is  in  writing  and  is  addressed  to 
or  distributed  to  more  than  500  people,  or 

(2)  The  expense  of  the  communication  requested  or  procured  is  paid 
or  agreed  to  be  paid  by  the  person  making  the  request  or  procurement 
and  more  than  25  persons  are  solicited  to  make  such  a  communication. 

(Note-  Sections  9901,  9902  and  9903  are  reporting  and  record-keeping  provisions 
and  should  be  preceded  by  a  section  on  applicability.  Therefore,  it  is  suggested  that 
what  is  now  Section  9905  precede  Sections  9901-9903.) 

Reasons  for  Suggested  Changes: 

The  language,  as  it  now  stands,  is  vague  and  there  is  a  question  as 
to  whom  it  applies.  More  specific  designation  of  the  persons  covered 
will  facilitate  administration  of  the  law. 

Section  9901.  Account  of  Contributions  and  Expenditures:  Form 
of  Account :  Obtaining  Receipted  Bills :  Preservation  of  Bills  and  Ac- 
counts, (a)  It  shall  be  the  duty  of  every  person  wfee  sfeali  m  ^ 
manner  aelieit  e?  i^eeeive  a  contributieft  te  a«y  organization:  e?  I«e4  le* 
tfee  purpoccD  hereinafter  designated  in  the  previous  section  as  being 


22  ASSEMBLY  INTERIM  COMMITTEE 

covered  hy  this  act  to  keep  a  detailed  and  exact  account  of  the  following 
items  when  they  arc  contributed  or  ejcpended  for  activities  designated 
in  the  previous  section: 

(1)  All  contributions  of  any  amount  or  of  any  value  whatsoever; 

(2)  The  name  and  address  of  every  person  making  aiiy  such  contri- 
bution of  one  hundred  dollars  ($100)  or  more  and  the  date  thereof; 

(3)  All  expenditures  made  by  or  on  behalf  of  such  organization  or 
fund ; and 

(4)  The  name  and  address  of  every  person  to  whom  any  items  of 
expenditure  exceeding  twenty-five  dollars  ($25)  is  made  and  the  date 
thereof.  ^ 

(b)  It  shall  be  the  duty  of  such  person  to  obtain  and  keep  a  re- 
ceipted bill,  stating  the  particulars,  for  every  expenditure  of  such 
funds  exceeding  twenty-five  dollars  ($25)  in  amount,  and  to  preserve 
all  receipted  bills  and  accounts  required  to  be  kept  by  this  section  for  a 
period  of  at  least  two  years  from  the  date  of  the  filing  of  the  statement 
containing  such  items. 

Reason  for  Suggested  Change: 

If  the  section  on  applicability  precedes  this  section,  as  suggested  in 
Section  9905,  this  change  in  language  is  necessary. 

Section  9902.  Contributions  of  $100  or  More:  Rendition  of  De- 
tailed Account.  Every  individual  who  receives  a  contribution  of  one 
hundred  dollars  ($100)  or  more  for  awy  el  the  purposes  hereinafter 
dosignate4  of  infl.uencing  legislation  who  is  designated  in  the  section 
on  applicahilify  shall  within  five  days  after  receipt  thereof  render  to  the 
person  or  organization  for  which  such  contribution  was  received  a  de- 
tailed account  thereof,  including  the  name  and  address  of  the  person 
making  such  contribution  and  the  date  on  which  received. 

Reason  for  Suggested  Change: 

The  purpose  of  this  change  is  to  maintain  consistency. 

Section  9903.  Filing  Statements  of  Contributions  or  Expenditures : 
Form  ol  statement :  StfttesieMs  to  fee  eumufeti^T  (a)  Every  person 
i^eei^visg  tmy  eff»ti^ifeu4iea«  e¥  espe«4i«g  aiiy  money  fer  t-hre  purposes 
designated  m  siafeparagrapfe:  -fa^  B¥  -ffe>  ©f  ^Wieii  0905  ei  this  chapter 
who  shall  engage  in  activity  which  makes  him  subject  to  registering 
as  a  legislative  advocate  shall  file  with  the  eierk  aiid:  seei^etai^  Joint 
Legislative  Representation  Committee  between  the  first  and  *eirth  15th 
day  of  each  calendar  month  SHeeeedisg  a  month  during  aiiy  pai4 
ei  wliieli  the  Legislature  was  i±i  sessiei*  aftd  at  ethei'  tiiiies  during  tfee 
yeai-  feetweeii  the  fii^t  aiid  teiith  day  e#  the  month  ii-e^  following  the 
elese  el  eaeh  eaieiidai^  quarter,  provided  that  the  statement  Seel  iii 
Januar}^  shall  fee  etHimlati^e  ie¥  the  iiest  ^eeeding  calendar  year,-  a 
statomeiit  eentaining  eoiiiplete  as  el  the  day  iie^  prccediiig  the  dxkte  el 
filing  a  statement  of  contributions  and  expenditures  in  such  detail  as 
may  be  called  for  by  the  Joint  Legislative  Eepresentation  Committee  . 

(b)  All  persons  other  than  legislative  advocates  who  shall  engage  in 
the  activities  described  in  Section  9905  shall  file  with  the  Joint  Legis- 
lative Representation  Committee  a  statement  of  contributions  and  ex- 
penditures in  such  detail  as  may  be  called  for  by  the  joint  committee. 
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The  statement  shall  he  filed  hctiveen  the  first  and  15th  days  of  April, 
July,  October  and  January. 

44e«  e#  e^e  hundred  doUnrn  44*0^  ^  ««w^  »^  montionod  i+t  ^-h-e  p¥e- 
Gcding  report ;  e*eei#  tiwrt  +fee  fert  report  #te4  puronant  te  #hs  ei*©^ 
tei^  sliaii  Gontniii  %fee  ttame  fm4  address  ei  ea#i  f>e«^eft  w4w  kas  «tade 
ajiy  contribution  e#  efte  hundred  deiiai^  ($100)  e-F  me^  *e  stw*  ^e¥- 
se»  sinec  *h-e  effeGtivc  date  e#  ^tMs  ehnpter-t 

.^  ^4^  ;^^i  g^^^  el  the  ee»4i4hwt4e«H  »ade  te  w  #w  fateh  i^e^^oii 
during  ^he  calendar  y*a#  a«d:  eet  stated  ««4t^  paragraph  -fi^ 

.^  5%e  te+ai  s«*ft  el  all  eea^ibutiona  ifta^e  to  ©¥  le¥  s«eh  pcraon 
during  ^fehe  calendar  year ; 

-f4>  ¥ke  iiaiwe  aftd:  address  el  eaeh  pe¥se»  te  whom  an-  expenditure 
m  e«e  e^-  ise^e  ite«ts  el  tlie  aggi^gate  amount  e*  vakw-  within  -the 
calendar  wai^  el  twenty-fiYe  <ilellai^s  4$25)  m-  mei^  has  bees  made  by  ei^ 
eft  behall  el  seeh  ^mmi^  aiwl  *he  amount^  date^  astl  pw^ese  el  s«eh 

.^  ^}^  :te^  e«fti  el  all  e^^^nditures  «ia4e  by  e*  e»  behall  el  s«eh 
j>ei-seft  4«i=4«g  the  calendar  yex^^  a«4  «e%  stated  under  paragraph  -fl^ 

■f6>  ¥he  tetel  s«Ki  el  Gxpendituyes  made  by  ei^  eft  behall  el  sueh 
person  during  Ihe  calendar  year. 

.(43^  i^ie  statements  i^e<=twi«^  te  be  fik^  by  subsection  -fa>  shall  be 
cumulali^  during  the  ealeftfkti^  ye«e  *e  which  Ihey  i^elater  b«%  whe^e 
there  has  bee«  «e  change  m  mi  ttem  wpei^te^  m  a  previews  steteme«l 
e«ly  the  amount-  need  be  carried  forward. 

Reasons  for  Suggesfed  Changes: 

The  language  of  the  section  as  it  now  stands  is  at  least  extremely 
confusing,  and  possibly  uncomprehensible.  It  is  hoped  that  the  sug- 
gested changes  will  clarify  the  question  of  reporting. 

The  specifics  on  reporting  have  been  deleted  and  a  provision  that 
such  specifics  will  be  determined  by  a  joint  committee  has  been  in- 
serted. It  should  be  noted  that  the  specifics  on  reporting  of  the  present 
law  are  also  set  down  in  the  record-keeping  section.  Therefore,  the 
suggested  changes  do  not  alter  the  present  statutory  requirement  that 
a  record  be  kept  on  certain  specific  kinds  of  contributions  and  ex- 
penditures. The  provision  that  the  joint  committee  will  be  charged  with 
determining  the  specifics  on  reporting  increases  both  the  flexibility  and 
the  responsibility  of  the  committee  in  its  administration  of  the  law.  _ 

Section  9904."^  A  statement  required  by  this  chapter  to  be  filed  with 
the  clerk  a«d:  secretary  Joint  LegisMive  Representation  Committee  -. 

(a)  Shall  be  deemed  properly  filed  when  deposited  in  an  established 
post  office  within  the  prescribed  time,  duly  stamped,  registered,  and 
directed  to  the  €h4el  Gievk  el  the  Asseiftbiy  aft4  Secretary  el  tlte  ^e»- 
^j4ct  el  the  ^ale  el  California.  Joint  Ijcgislative  Bepresentation  Com- 
mittee, State  Capitol,  Sacramento,  California,  but  in  the  event  it  is  not 
received,  a  duplicate  of  such  statement  shall  be  promptly  filed  upon 
notice  by  the  clerk  committee  of  its  nonreceipt; 

(b)  Shall  be  preserved  by  the  elerk  aiid  secretary  Joint  Legislative 
Representation  Committee  for  a  period  of  two  years  from  the  date  of 
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filing,  shall  constitute  part  of  the  public  records  of  feis  office  the  com- 
mittee, and  shall  be  open  to  public  inspection. 

Reasons  for  Suggested  Changes: 

The  law  is  now  to  be  administered  by  the  Joint  Legislative  Repre- 
sentation Committee. 

Section  9906.  Eegistration  by  Lobbyists;  Form  and  Manner  of 
Registration;  Report  of  Receipts  and  Expenditures;  Application  of 
Section;  Compilation  and  Printing  of  Information,  (a)  Any  person 
who  shall  engage  himself  Iw  paf?  w  #w  any  consideration  iev-  the  p«¥- 
^ese  ei  attempting  te  influonoe  the  paaaago  e*  defeat  e#  fmy  k^lation 
by  the  Legislature  ei  the  ^tete  e^  California  e^  the  approval  e^  =vete 
el  a«y  legislation  by  the  Governor  el  the  State  el  California  is  em- 
ployed or  retained  as  a  legislaMve  advocate  shall,  before  doing  any- 
thing in  furtherance  of  such  object,  register  with  the  -Gie^  el  *he 
Assembly  afi4  the  ^oretary  el  the  Senate  Joint  Legislative  Repre- 
sentation Committee  and  shall  give  to  these  officora  the  committee  in 
writing  and  under  oath,  his  name  and  business  address,  the  name  and 
address  of  the  person  by  whom  he  is  employed,  and  in  whose  interest 
he  appears  or  works,  the  duration  of  such  employment,  how  much  he 
is  paid  and  is  to  receive,  by  whom  he  is  paid  or  is  to  be  paid,  how 
much  he  is  to  be  paid  for  expenses,  and  what  expenses  are  to  be  in- 
cluded. He  shall  also,  at  the  time  of  registering,  submit  to  the  ele^h 
jt^  :^  Hccretary  Joint  Legislative  Representation  Committee  a  written 
authorization  from  each  person  by  whom  he  is  employed  to  act  in  fur- 
therance of  such  object.  Such  person  shall  again  register  at  each  suc- 
ceeding general  session  of  the  Legislature  and  again  submit  at  that 
time  the  information  and  authorization  required  by  this  subdivision 
(a),  unless  he  at  that  ti»e  is  »e  le«^¥  engaged  ie^  pay  e^  ethe^  ee»- 
sidcration  le^  the  purposes  hereinabove  specified  has  filed,  a  notice  of 
termination  report  as  required  hy  suhsection  (c)  of  this  section.  A 
twcnty-five-dollar  ($25)  fee  will  he  charged  for  the  certificate  of  reg- 
istration. 

-(h^  Each  s«eh  person  se  registering  shall,  bet  we  en  the  first  a»4  fil- 
tccnth  4ay  el  eaeh  calendar  me^thr  se  ie«§  as  his  activity  coutniueo 
gie  with  the  eie445  aii4  secretary  a  detailed:  repeat  tm^r  eath  el  all 
money  roGoivc4  a^wi  eaeh  espendituro  el  twenty  fiw  belters  -f^S^  er 
more  during  the  preceding  calandar  month  iii  earrying  eft  his  werfet 
^  .ff^Q^  pai4.  ler  what  purposes^  *he  telai  el  aii  espeedifeftres  d^mnp 
^^  p^ee4in^  calendar  »e»th-t  arwi  the  names  el  aey  papcrs7  perie4i- 
eftis-  magaziftesy  er  ether  publieatiefts  i«  which  he  has  caused  te  he 
p«hiisfee4  a«y  articles  er  editorials-;-  a«d  the  proposed  h^latiert  he  is 

(b)  The  provisions  of  this  section  shall  not  apply  to  any  person  who 
merely  appears  before  a  committee  of  the  Legislature  of  the  State  of 
California  in  support  of  or  opposition  to  legislation ;  nor  to  any  elected 
public  official  acting  in  his  official  capacity;  nor  in  the  case  of  any 
newspaper  or  etiier  regularly  puhMshed  periodicalT  periodical  of  general 
circulation,  look  puUisher,  radio  or  television  station  -(ineludnig  any 
individual  whe  ewns^  ptthhtshcsj  er  is  employed  by  mi-f  such  nevrspaper 
Q^  poriodical,  radio  er  tclcvisiett  station)  (including  an  owner,  editor  or 
employee  thereof)  which  in  the  ordinary  course  of  business  publishes 
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news  items,  editorials,  or  other  comments,  or  paid  advertisements,  v^hich 
directly  or  indirectly  ur^-e  the  passage  or  defeat  of  legislation,  if  such 
nev^spaper,  periodical,  look  publisher,  radio  or  television  station  or  in- 
dividual, engages  in  no  further  or  other  activities  in  connection  with 
the  passage  or  "defeat  of  such  legislation,  other  than  to  appear  before  a 
committee  of  the  Legislature  of  the  State  of  California  in  support  of 
or  in  opposition  to  such  legislation ;  nor  to  a  person  when  representing 
a  bona  fide  church  or  religious  society  solely  for  the  purpose  of  pro- 
tecting the  public  right  to  practice  the  doctrines  of  such  church  or 
religious  society. 

(c)  Every  legislative  advocate  shall  file  a  notice  of  termination  re- 
port within  30  days  after  his  activities  shall  cease  on  such  form  as 
the  Joint  Legislative  Representation  Committee  shall  prescribe. 

^  ^i^i  information  required:  te  he  #ie4  wade*'  t^  provisions  ei  this 
seetie»  w44f  ihe  Gk'vk  e^  t4+e  As»e«ibifr  fm4  the  Se«^:^et«=y  ei  the  Senate 
afid  »e*  prcviouGJry  publishred  shaH-  be  eempilod  h^  saidr  elei4€  and 
Bocrctary,  aeti^ig  y^intly,  as  see»  as  practicable  after  tfee  eiese  e^  tfee 
calendar  months  ¥rith-  ronpoet  te  whieh:  sneb-  information  is  file^  and 
sbali  be  printed  m  tbe  Journal  e#  the  Assembly  within  tfee  weefe  Hft- 
modiatcly  preceding  tfee  eens4itutional  ieees%  w  within  the  week  im- 
mediatcly  f>¥ecoding  feat  adjournment,  at  eaefe  general  session,  e^ 
within  the  week  immediately  ^?eee4ing  feai  adjournment  e^  eaefe 
budget  session,  whichever  is  ^  earliest  date  alte*  snefe  filing. 

(d)  All  information  required  to  he  listed  on  the  registration  form 
shall  he  printed  in  the  Journals  of  the  Senate  and  the  Assembly  within 
30  days  of  the  issuance  of  a  certificate  of  registration  by  the  Joint 
Legislative  Represent ation  Committee.  Such  publication  shall  be  the 
responsibility  of  the  Joint  Legislative  Representation  Committee. 

Reasons  for  Suggested  Changes: 

The  change  in  statement  on  who  must  register  is  to  maintain  con- 
sistency with  the  changes  in  Section  9905. 

The  change  in  regard  to  registration  at  each  general  session  is  in- 
tended to  strengthen  the  new  provision  for  filing  termination  reports. 

The  fee  will  be  used  for  administrative  overhead. 

Exemption  of  book  publishers  follows  decision  of  U.S.  v.  Rumely. 

The  change  in  the  parenthetical  remark  in  subsection  (b)  is  for  the 
purpose  of  clarity. 

The  termination  report  is  necessary  for  good  administration. 

The  change  in  subsection  (d),  formerly  subsection  (e),  is  intended 
to  reduce  costs  of  publication  without  reducing  effectiveness  of  the  law. 

9906.05.  Same :  When  registration  deemed  registration  at  particular 
general  session  as  required.  Registration  within  30  days  immediately 
preceding  a  general  session  of  the  Legislature  shall  be  deemed  a  regis- 
tration at  that  general  session  as  required  by  Section  9906. 

No  Changes  Suggested 

Section  9906.1.  If  any  person  registered  or  required  to  be  registered 
under  Section  9906  hereof  employs  or  requests,  recommends,  or  causes 
his  employer  to  employ,  and  such  employer  does  employ,  any  Member 
of  the  Legislature,  or  any  attache  of  the  Legislature,  or  any  full-time 
state  employee,  in  any  capacity  whatsoever,  he  shall  file  a  statement 
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under  oath  with  the  safflre  officers  Joint  Legislative  Representation  Com- 
mittee with  whom  he  registered  under  Section  9906,  setting  out  the 
nature  of  the  employment,  the  name  of  the  person  to  be  paid  there- 
under, and  the  amount  of  pay  or  consideration  to  be  paid  thereunder. 
If  the  Legislature  is  in  session  at  the  time  of  such  emplojmient,  the 
statement  shall  be  filed  within  five  days  after  such  employment,  and  if 
the  Legislature  is  not  in  session,  it  shall  be  filed  within  10  days  after 
the  convening  of  the  next  session  of  the  Legislature. 

Reasons  for  Suggested  Change: 

The  act  will  be  administered  by  the  Joint  Legislative  Representation 
Committee.  ^ 

Section  9906.2.  It  shall  be  unlawful  for  any  person  to  employ  for 
paj'-  or  any  consideration,  or  pay  or  agree  to  pay  any  consideration  to, 
a  person  to  engage  in  activities  for  the  purpose  of  influencing  the  pass- 
age or  defeat  of  any  legislation  or  the  approval  or  veto  of  any  legisla- 
tion who  is  not  registered  under  Section  9906  except  upon  condition 
that  such  person  register  forthwith. 

No  changes  suggested. 

Section  9906.5.  No  person  shall  make  any  agreement  whereby  any 
compensation  or  thing  of  value  is  to  be  paid  to  any  person  contingent 
upon  the  passage  or  defeat  of  any  legislation,  or  the  approval  or  veto 
of  any  legislation  by  the  Governor  of  California.  No  person  shall  agree 
to  undertake  to  promote,  advocate,  oppose  or  influence  legislation  or 
to  communicate  with  Members  of  the  Legislature,  or  to  advocate  ap- 
proval or  veto  by  the  Governor  of  California  for  a  consideration  to  be 
paid  upon  the  contingency  that  any  legislation  is  passed  or  is  defeated. 

No  changes  suggested. 

Section  9907.  All  reports  and  statements  required  under  this  chap- 
ter shall  be  made  under  oath,  before  an  officer  authorized  by  law  to 
administer  oaths. 

No  changes  suggested. 

Section  9908.  Violation  of  Chapter :  Filing  False  Documents :  Pun- 
ishment. ConvictJenri-  Effeet-t  Violation  el  subsection:  ^h^  -fa^  Aey 
person  who  violates  any^  ei  the  provisions  e#  the  foregoing  sections  el 
this  chapter,-  anfl  ftfty  pe^en  whe  wiHuHy  files  any  document  provided 
iev  m  thie  ehaptei'  that  eentaiiis  any  materially  false  statement  e*'  ma- 
terial  omission,  e*^  €^^  pei^sen  whe  wilfully  e««ts  to  comply  with  any 
ffiatewat  requirement  el  the  Jeregoing  seetiens  ei  this  chapter,  shaH  he 
guilty  ef  nasdcmeanorj  and  shall  he  punished  by  a  fine  el  net  more 
than  fi^?e  thousand  dollars  ($5,000)  ei^  inipi^isonmcnt  fe*'  net  more  than 
iS  months,-  ep  by  feeth  sneh  fine  m^  imprisonment. 

-fb^  in  addition  te  the  penalties  provided  fe¥  in  subsection  -fa-)7  any 
person  convicted  ei  the  n^isdcmeaney  specified  therein  in  prohibited,  fe*' 
a  pei4ed  el  tlnn^e  yeai^  Iroin  the  date  el  sneh  eenvictionj  li^ni  attempt 
ing  te  influenceT  dii^ectly  e^  indirectly,  the  passage  ep  deleat  el  any 
proposed  legislation  €>¥  i¥em  appearing  helei^  a  committee  el  the  Leg- 
islature in  support  el  ei^  eppesition  te  proposed  legislation ;  and  any 
person  who  viektes  any  pi^evisien  el  this  subsection  shall^  upon  een- 
viction  thereof,  he  guilty  el  a  felony,  and  shall  he  punished  by  a  fee 
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^  jie*  me^e  ^ima  t^  tliouaniid  dollnrn  ($10,000^  w  imprioonmcnt  fw 
jie*  me^e  ±him  #^  ^^-e«i=HT  «^^  hy  he^  swfe  fee  a«4  impriaonmcnt. 

Every  person  ivho  violates  any  of  the  provisions  of  the  foregoing 
sections  of  this  chapter  and  any  person  who  wilfully  files  any  document 
provided  for  in  this  chapter  that  contains  any  niatcrialhj  false  state- 
me7it  or  material  omission  is  Halle  to  the  State  for  a  civil  penalty  of 
two  hundred  dollars  ($200)  to  one  thousand  dollars  ($1,000)  for  each 
violation.  This  penalty  shall  he  recovered  in  a  civil  action  hrought  at 
the  request  of  the  Legislature,  hy  the  Attorney  General,  in  tlw  name 
of  the  people  of  the  State,  and  the  sum  recovered  shall  he  paid  into 
the  General  Fund. 

Reasons  for  Suggesfed  Changes 

Subsection  (a)  :  The  present  penalty  is  too  severe  and  inflexible. 

Subsection  (b)  :  Although  a  number  of  states  have  such  a  provision, 
it  is  probably  unconstitutional. 

Section  9909.  Granting-  certificates  of  registration;  Revocation  and 
suspension:  Investigation  of  legislative  advocates:  Powers  as  to  inves- 
tigations and  hearings :  Appearance  before  legislative  sessions :  Recom- 
mendation of  amendments:  Report  of  violations.  It  shall  be  the  duty 
and  responsibility  of  the  respective  houses  of  the  Legislature,  and  they 
are  each  vested  with  the  power,  through  the  Joint  Legislative  Repre- 
sentation Committee  appropriately  establiahcd  committcca  thereof  as 
they=  shall  determine  : 

1.  To  grant  certificates  of  registration  as  legislative  advocate  to  all 
persons  registering  under,  and  supplying  the  information  in  connec- 
tion therewith  as  provided  in  Section  9906  who,  after  such  investigation 
and  submission  of  such  proof  as  the  committees  deems  proper,  have 
been  found  to  be  of  good  moral  character  particularly  as  evidenced 
by  never  having  been  guilty  of  conduct  proscribed  by  Section  9910 
and  specifically  by  subparagraphs  2,  3,  4,  6  and  8  of  Section  9910 
and   who   have   filed   the   written   authorization   required. 

2.  To  revoke  or  suspend  the  certificate  of  registration  of  any  legis- 
lative advocate  who  has  been  convicted  of  violating  any  of  the  provi- 
sions of  this  chapter  or  who,  after  a  hearing,  has  been  found  by  either 
house  of  the  Legislature  or  a»  aHthoriged  committoo  thereof  the  Joint 
Legislative  Representation  Gonwiittee  to  have  violated  any  of  the  provi- 
sions of  this  chapter  or  to  have  wilfully  failed  to  perform  the  obliga- 
tions of  a  legislative  advocate  as  set  forth  in  this  chapter. 

3.  On  their  own  motion,  on  the  verified  complaint  of  any  Member 
of  the  Legislature,  or  upon  the  verified  complaint  of  any  other  person, 
to  investigate  or  cause  to  be  investigated  the  activities  of  any  legislative 
advocate  or  of  any  person  who  they  have  reason  to  believe  or  who  it  is 
alleged  is  or  has  been  acting  as  a  legislative  advocate. 

4.  In  making  any  investigation  or  in  holding  any  hearing,  to  take  and 
hear  evidence,  administer  oaths,  and  compel  by  subpoena  the  attend- 
ance of  witnesses  and  the  production  of  books,  papers,  and  documents. 

5.  To  require  any  person  who  attends  upon  any  legislative  session 
for  any  considerable  period  of  time  and  communicates  with  Members 
of  the  Legislature  but  who  fails  to  register,  or  any  person,  who  if  reg- 
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istered,  regularly  fails  to  appear  at  committee  meetings  at  which  leg- 
islation affecting  his  employer  is  considered,  to  appear  before  either 
honse  of  the  Legislature  or  aft  authorized  committco  thereof  the  Joint 
Legislative  Representation  Committee  and  explain  his  purpose  in  at- 
tending upon  the  legislative  session  and  advise  them  of  the  interests 
for  whom  he  acts  and  the  methods  he  employs  in  promoting,  advocat- 
ing, opposing  or  influencing  the  passage  or  defeat  of  legislation. 

6.  To  recommend  from  time  to  time  such  amendments  to  this  chap- 
ter, or  such  other  proposals  as  in  their  opinion  would  be  conducive  to 
the  proper  conduct  of  legislative  business  without  infringing  upon  the 
right  of  all  persons  to  present  to  the  Legislature  their  views  through 
agents  or  agencies  of  their  own  choosing. 

7.  To  report  to  the  appropriate  law  enforcement  officers  any  viola- 
tion of  this  chapter  or  of  Section  35  of  Article  IV  of  the  California 
Constitution  or  of  Sections  85  and  86  of  the  Penal  Code  or  of  Sections 
9054  or  9056  of  this  code  or  of  related  provisions  of  law. 

Reason  for  Suggested  Change: 

This  would  facilitate  good  administration. 

Section  9910.  A  legislative  advocate  has  the  following  obligation, 
violation  of  which  constitutes  cause  for  revocation  or  suspension  of  a 
certificate  of  registration,  but  shall  not  unless  otherwise  provided  by 
law  subject  a  legislative  advocate  to  any  other  civil  or  criminal  lia- 
bility : 

1.  Not  to  engage  in  any  activity  as  a  legislative  advocate  unless  he 
be  registered  as  a  legislative  advocate,  and  not  to  accept  compensation 
for  acting  as  a  legislative  advocate  except  upon  condition  that  he  forth- 
with register  as  a  legislative  advocate. 

2.  To  abstain  from  doing  any  act  with  the  express  purpose  and  in- 
tent of  placing  any  Member  of  the  Legislature  under  personal  obliga- 
tion to  him  or  to  his  employer. 

3.  Never  to  deceive  or  attempt  to  deceive  any  Member  of  the  Legis- 
lature of  any  material  fact  pertinent  to  any  pending  or  proposed  legis- 
lation. 

4.  Never  to  cause  or  influence  the  introduction  of  any  bill  or  amend- 
ment thereto  for  the  purpose  of  thereafter  being  emploj^ed  to  secure  its 
passage  or  defeat. 

5.  To  abstain  from  soliciting  any  employment  as  a  legislative  advo- 
cate except  on  the  basis  of  his  experience,  or  knowledge  of  the  business 
or  field  of  activity  in  which  his  proposed  employer  is  engaged  or  is 
interested. 

6.  To  abstain  from  any  attempt  to  create  a  fictitious  appearance  of 
public  favor  or  disfavor  of  any  legislative  proposal  or  to  cause  any 
communication  to  be  sent  to  any  Member  of  the  Legislature,  the  Lieu- 
tenant Governor,  or  the  Governor,  in  the  name  of  any  fictitious  person 
or  in  the  name  of  any  real  person,  except  with  the  consent  of  such  real 
person. 

7.  Not  to  encourage  the  activities  of  or  to  have  any  business  dealings 
relating  to  legislation  or  the  Legislature  with  any  person  whose  regis- 
tration to  act  as  a  legislative  advocate  has  been  suspended  or  revoked. 
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8.  Not  to  represent,  either  directly  or  indirectly,  through  word  of 
mouth  or  otherwise,  that  he  can  control  or  obtain  the  vote  or  action  of 
any  member  of  committee  of  the  Legislature,  or  the  approval  or  veto 
of  any  legislation  by  the  Governor  of  California. 

9.  Not  to  represent  an  interest  adverse  to  his  employer  nor  to  rep- 
resent employers  whose  interests  are  known  to  him  to  be  adverse. 

10.  To  retain  all  books,  papers,  and  documents  necessary  to  substan- 
tiate the  financial  reports  required  to  be  made  under  this  chapter  for  a 
period  of  two  years. 

No  change  suggested. 

Section  OMir  ^croona  Included  »  *er«%  "Lcgiolativo  Advocate." 
^le^  ^4ie  purposes  ef  S^eeti©«e  MO^  ai^  0%^  the  tei^ft  ^legislative  adve- 
catc"  includes  afty  person  rogiotcrod  e?  required  to  he  rcgiotcrcd  under 
geotiofi  ?m^ 

Reason  for  Suggested  Change: 

This  section  should  be  deleted  from  the  law  as  the  term  "legislative 
advocate"  is  now  defined  in  the  section  on  definitions,  namely  Section 
9900. 

RECOMMENDATIONS  FOR  ADMINISTRATIVE  CHANGES 

(1)  Sound  and  thorough  administration  requires  a  full-time  ad- 
ministrator. The  salary  for  this  administrator  should  be  covered  by  the 
$25  fee  for  the  certificate  of  registration. 

(2)  The  advocate's  card  is  too  large.  It  should  be  reduced  in  size  so 
that  the  advocate  can  carry  it  in  his  wallet.  Also,  certain  changes  m 
language  are  necessary  to  avoid  unnecessary  repetition  and  to  maintain 
consistency  with  other  recommended  changes. 

(3)  The  local  telephone  number  of  the  advocate  should  be  included 
in  the  information  provided  on  the  registration  form.  The  number 
should  be  included  in  the  list  of  legislative  advocates. 

(4)  A  "registration  number"  should  be  assigned  to  each  advocate. 
This  will  appear  on  all  records  kept  concerning  the  advocate,  as  well 
as  on  his  registration  card.  Use  of  a  "registration  number"  will  pre- 
clude the  necessity  of  repeating  information  such  as  "address"  on  the 
reporting  forms;  the  advocate  need  only  state  his  name  and  "number". 
Also,  use  of  these  "numbers"  will  enable  committee  chairmen  to  make 
a  quick  check  on  an  advocate's  degree  of  conformity  with  the  report- 
ing provisions  of  the  act  when  an  advocate  appears  before  a  com- 
mittee. Lists  indicating  degree  of  conformity  will  be  issued  monthly 
by  the  full-time  administrator  (see  recommendation  (1)  above). 

(5)  The  form  used  to  maintain  a  record  of  monthly  reports  by  ad- 
vocates should  be  changed.  The  present  form  is  inadequate ;  one  cannot 
use  it  as  a  basis  for  checking  conformity  with  record  keeping  provisions 
of  the  act  without  undue  labor  and  interpretation. 

(6)  A  system  of  action  in  cases  of  nonconformity  with  the  reporting 
provisions  of  the  law  should  be  established.  At  a  certain  date  each 
month  lists  should  be  published  by  the  Joint  Legislative  Representation 
Committee  indicating  cases  of  nonconformity.  A  letter  should  be  sent 
to  the  nonconforming  advocate,  apprising  him  of  the  law  and  threaten- 
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iiig  to  revoke  liis  certificate  of  registration  if  lie  does  not  report  within 
10  days. 

(7)  An  effort  shonld  be  made  to  get  reports  from  employers  of  ad- 
vocates. At  present  none  of  the  employers  are  reporting,  although  the 
law  requires  some  of  them  to  file.  The  first  step  should  be  a  letter  sent 
out  to  each  of  the  employers  in  which  the  law  is  explained  and  filing 
forms  included. 

(8)  The  reporting  forms  should  be  changed.  The  main  reason  for 
such  change  is  to  maintain  consistency  with  recommendations  on 
changes  in  the  law. 

(9)  A  depository  system  with  the  State  Treasurer  should  be  set  up 
to  manage  the  $25  fee  for  certificate  of  registration. 
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TABLE  III 
SUBMISSION   OF   FINANCIAL    REPORTS,   DECEMBER    1959 


State 

30  days  after 
adjournment 

Within  2  months 
after  adjournment 

Monthly  during 
session 

Quarterly 

C 

A 
C 
A 
A 
C 

C 

B 
C 
B 
C 
C 

C 
A 

A 
A 

A 

Bi 
B 
B 

Ohio               -- 

Texas         - 

B 

Total- --- 

14 

3 

3 

1 

A — Filed  by  employer. 
B — Piled  by  lobbyist. 
C — Both  employer  and  lobbyist  must  file. 

1 — Expense  statements  filed  monthly  during  sessions,  quarterly  at  other  times. 

NOTE:  The  wording  in  some  state  laws  is  vague  regarding  the  persons  responsible  for  filing.  Therefore,  it  was 
necessary  for  the  researcher  to  interpret  in  some  instances. 
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Mr  Speaker:  Transmitted  here.vitli  is  the  final  report  of  tlie  iiitei;im 
ac  h'ties  of  your  Committee  on  Mannfaeturnio.  Oil  and  Mnung  In- 
Snstry!  established  by  House  Kesolntion  826,  19o9  Regular  Session. 

Respectfully  submitted, 

Bruce  F.  Allen,  Cnainiirn) 

Joseph  M.  Kennick,  Vice  Chainnaii 

Robert  AV.  Crown 

Charles  B.  Garrigus 

William  S.  Grant 

James  L.  Holmes 

Leverette  D.  Hoi'se 

Joseph  C.  Shell 

Jesse  M.  ITnruii 

Edwin  L.  Z'ber(! 


(3  ) 


I.  RECOMMENDATIONS 

The  committee  Avill  discuss  its  findiugs  after  the  tiual  meeting  of  the 
interim.  The  recommendations  will  then  be  included  in  a  supplementary 
report  to  be  printed  in  the  AssemhJy  Journal. 

II.  ASSEMBLY  BILL  2912 
Findings 

Statements  reg-arding  the  bill  were  received  from  t^^^  J^^s  Ang^eles 
Conntv  xVir  Pollution  Control  District,  the  Bay  Area  Air  Pollution 
Control  District,  and  the  Western  Oil  and  Gas  Association. 

These  organizations  were  all  in  major  agreement  that : 

(a)  The  section  dealing  with  sulphur  content  of  gasoline  would  re- 
duce bv  approximately  one-half  the  total  cpiantity  of  sulphur  emitted 
bv  automobiles  and  trucks.  It  was  agreed  that  the  present  sulphur  emis- 
sions are  not  a  significant  factor  in  the  production  of  smog,  and  that  this 
proposed  reduction  would,  therefore,  have  no  appreciable  ettect. 

(b)  The  section  dealing  with  acid  heat  of  reaction  as  tested  by  the 
American  Society  of  Testing  Materials  Designation  D  481-39^  refers 
to  a  standard  which  is  obsolete,  and  has  been  replaced  by  the  Biomme 
Xumber  determination.  ^     .     p  ^■ 

The  purpose  of  this  provision  is  to  limit  the  olefin  content  of  gasoline. 
The  eft^ct  of  olefin  content  of  gasoline  on  air  polution  is,  according  to 
these  sources,  still  subject  to  controversy  among  scientists 

In  the  opinion  of  the  Los  Angeles  County  Air  Pollution  Control  Dis- 
trict a  significant  relationship  exists  between  the  olefin  content  of  the 
motor  vehicle  exhaust  and  the  olefin  content  of  gasoline. 

There  is  some  evidence,  according  to  the  Air  Pollution  Foundation, 
that  the  smog-producing  olefins  are  produced  by  ^^e  internal  combus- 
tion process  within  the  motor  vehicle  engine,  regardless  of  the  olefin 
content  of  the  motor  vehicle  fuel. 

(c)  The  section  dealing  with  the  restriction  of  gasoline  additives 
would  seem  to  have  little  eifect  upon  the  production  of  smog.  Evidence 
deceived  indicates  that  extremely  small  quantities  of  tetraethyl  lead  are 
emitted  bv  automobiles  using  gasoline  which  includes  this  additive,  and 
that  this  quantitv  is  well  within  the  safe  limits  set  by  medica  authority 
It  is  the  ipinion  of  the  Western  Oil  and  Gas  Association  that  to  pro- 
duce gasoline  of  the  same  octane  number  without  the  f/^^^^t^^^J.^f  ^^f  ^- 
ethvl  lead  would  cost  approximately  six  cents  per  gallon  additional. 

The  effect  of  eliminating  other  possible  gasoline  additives—such  as 
manoanese,  molvbdenum,  tricrecylophosphate  (TCP)  is  probably  of 
dufe)us  value  in  eliminating  air  pollution.  The  Los  Angeles  County 
\\T  Pollution  Control  District  is  of  the  opinion  that  there  might  be 
additives  wliich  could  be  harmful  to  public  health  or  have  a  ^^gij^ifi^'anj 
effect  upon  smog  production,  but  there  is  no  determination  of  what 
these  additives  might  be.  At  the  present  time,  there  does  not  seem  to 
brany  significant  amount  of  pollutants  emitted  by  automobiles  as  a 
result  of  the  various  gasoline  additives. 


(  r.  ) 
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Keeommeiidations : 

That  coiitiniiing-  study  of  the  relationship  between  the  composition 
of  gasoline,  both  as  regards  specific  additives  and  olefin  content,  be  mi- 
dertaken  by  tlie  State  Department  of  Pnblic  Health,  in  co-operation 
with  the  U.S.  Department  of  Public  Health.  The  provisions  of  AB  2912 
would  appear  to  have  little  effect  upon  the  smog  problem,  while  having 
serious  economic  consequences  for  the  ]iroducers  of  gasoline. 

III.     MINING  RESEARCH 

Problems  of  metallic  and  other  mining  industry  in  the  State  were  the 
subject  of  considerable  research  by  the  committee  staff. 

There  is  little  doubt  that  the  metal  mining  industry  in  California, 
especially  gold,  silver,  tungsten,  manganese,  chrome,  and  mercury,  is 
in  serious  economic  distress. 

The  most  obvious  problem  facing  the  gold  mining  industry  is  the 
low  price,  as  set  by  the  federal  government. 

According  to  Kaiser  Industries,  the  iron,  limestone,  and  sand  and 
gravel  mining  industries  seem  to  be  (^f  substantial  importance  to  the 
economy  of  the  State,  and  are  apparently  in  relatively  healthy  condi- 
tion. 

Kaiser  Industries  has  raised  the  question  of  tax  assessment  policies, 
which  under  the  California  Constitution  make  proven  mineral  reserves 
in  the  ground  subject  to  taxation  by  the  county  assessors.  Kaiser's  posi- 
tion on  this  matter  is  that  this  policy,  if  implemented  fully,  could  have 
a  very  harmful  effect  upon  mining  industry. 

Commenting  upon  Kaiser's  position,  the  State  Board  of  Equaliza- 
tion, represented  by  Chairman  John  W.  Lynch,  pointed  out  that  the 
State  Constitution  requires  that  all  real  property  not  specifically  ex- 
empted be  assessed  at  full  cash  value.  The  State  Board  of  Equalization, 
in  its  recommendations  to  the  county  assessors,  has  urged  that  the  "in- 
come" method  be  used.  This  method  requires  that  "the  appraiser 
estimate  the  physical  quantity  of  reserves,  the  rate  of  depletion,  the 
annual  gross  income  to  be  derived  from  the  mining  operation,  and  the 
cost  of  extraction.  Having  arrived  at  a  net  income  estimate  for  the 
probable  life  of  the  deposit,  the  appraiser  then  capitalizes  this  net  in- 
come into  a  present  worth.  From  this  present  worth,  he  deducts  the 
estimated  value  of  property  other  than  the  mineral  deposit  to  reach  a 
value  of  the  mineral  reserves  themselves." 

Commenting  upon  the  statement  by  Kaiser  Industries  that  other 
western  states  use  a  different  method,  the  Board  of  Equalization  has 
this  to  say : 

"It  is  true  that  our  neighboring  states  do  not  follow  this  practice. 
(The  so-called  income  approach.)  There  are  eight  western  states  in 
which  there  are  special  provisions  governing  the  property  taxation  of 
mines.  In  Arizona,  the  State  Tax  Commission  assesses  mines  at  their 
capital  value ;  hence  this  state  does  not  dift'er  materially  from  California 
in  its  mineral  taxation  policies.  In  New  Mexico,  the  State  Tax  Com- 
mission has  the  option  of  assessing  either  the  capital  value  of  the  mine 
or  its  net  proceeds.  In  Wyoming,  the  State  Board  of  Equalization 
assesses  producing  mines  on  their  gross  proceeds.  In  Idaho,  Montana, 
Nevada,  and  Utah,  metalliferous  mines  are  assessed  on  their  net  pro- 
ceeds, by  the  county  assessors  in  the  first  of  these  states  and  by  the  state 
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tax  tlepartnieiits  in  the  others.  In  Cc^lorado,  tiie  county  assessors  assess 
metalliferous  mines  on  their  gross  proceeds  if  sneh  proceeds  are  not 
more  than  fonr  times  their  net  proceeds,  otherwise  on  the  net  proceeds. 
In  all  of  these  states,  the  taxes  to  which  reference  is  made  are  in  lieu  of 
property  taxes  on  the  mineral  deposits,  and  in  some  instances  they  are 
in  lieu  of  taxes  on  the  surface  ri<ihts  and  or  the  machinery,  equi]mient, 
and  other  improvements.  A  constitutional  amendment  Avould  be  re- 
([uired  in  order  to  adopt  any  of  these  methods  of  property  taxation 
in  California." 

A  further  comment  of  the  State  Board  of  Equalization  was  in  regard 
to  oil  reserves,  pursuant  to  which  the  board  said,  "It  is  our  practice 
to  base  property  taxes  upon  annual  production  as  it  is  impossible  to 
make  an  accurate  guess  as  to  the  reserves  in  the  ground  and  their 
value." 

The  major  problems  of  mining  seem  to  be  lack  of  sufficient  investment 
capital,  high  labor  costs,  and  relatively  low  priee  levels  for  the  finislnnl 
products. 

Since  all  gold  mines  were  shut  down  by  federal  order  in  1942,  the 
cost  of  reopening  many  of  these  mines  has  proved  to  be  a  major  diffi- 
culty. 

It  w(mld  seem  that  any  major  improvement  in  the  economic  condi- 
tion of  the  miinng  industry  in  California  is  relatively  dependent  upon 
federal  government  policy  as  to  price,  as  well  as  the  market  conditions 
For  minerals  other  than  gold. 

ACTIVITIES  OF  THE   DIVISION   OF  MINES,  AND  THE   DEPARTMENT  OF 
MINERAL  TECHNOLOGY,   UNIVERSITY  OF  CALIFORNIA,   BERKELEY 

The  activities  of  the  Division  of  Mines  and  the  Department  of  ]\Iin- 
eral  Technology,  University  of  California,  have  considerable  import 
for  the  metal  mining  industry  of  the  State.  Professor  L.  E.  Shaffer, 
head  of  the  Department  of  Mineral  Technology,  T^niversity  of  Cali- 
fornia, was  asked  for  his  comments  about  the  mining  industry  situation. 

Professor  Shaffer  feels  that  the  metal  mining  industry  is  being  r-e- 
duced  to  insignificance  within  California.  lie  feels  that  this  is  in  large 
part  due  to  shortsightedness  wdthin  the  industrj'-  itself,  and  listed  two 
causes:  (1)  A  failure  on  the  part  of  the  industry  to  hire  more  techni- 
cally trained  persons  to  run  their  operations,  research,  field  study,  etc., 
and  (2)  the  inability  or  unwillingness  of  the  industry  to  meet  rising 
labor  costs  Avith  technological  development  which  could  help  to  keep 
their  prices  commercially  competitive. 

Professor  Shaff'er  is  of  the  opinion  that  the  greatest  advances  in  re- 
cent years  liav(^  been  made  l)y  nonmetal-mining  companies,  ]iarticidarly 
petroleum  companies. 

lie  suggested  that  additional  funds  for  research  and  for  the  supjiort 
of  research  by  graduate  students  in  this  field  would  be  of  definite  Aaluc^ 
to  the  industry. 

The  activities  of  the  Department  of  Mineral  Technology  include 
teaching  and  mining  research,  inchuling: 

1.  Model  studies  of  the  effects  of  underground  nuclear  detonations. 

2.  Design  of  equipment  for  the  remote  control  of  drilling  and  sam- 
pling in  high  temperature,  high  pressure  zones. 
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3.  The  application  of  statistical  analysis  to  the  delineation  of  favor- 
able ore  localities. 

4.  Stndy  of  the  feasibility  of  recovering  minerals  from  the  sea  floor. 

5.  The  applications  of  nnclear  explosions  to  large  scale  mining 
operations. 

The  department  also  has  research  interests  in  geologic  history,  age- 
datino-  of  rocks  and  ores  (in  co-operation  with  the  Department  of  Geol- 
ogy ),''rock  deformation  studies,  and  the  electrochemistry  of  rocks  and 
soils,'  as  well  as  other  technical  areas  in  the  field. 

The  Division  of  Mines,  headed  by  Professor  Ian  Campbell,  formerly 
of  the  California  Institute  of  Technology,  has  three  major  offices :  San 
Francisco,  Sacramento,  and  Los  Angeles,  with  a  field  office  in  Redding. 

The  main  functions  of  the  department  are  in  the  areas  of : 

1.  County  Studies 

The  division  publishes  as  complete  a  study  as  possible  of  each  of  the 
counties,  enumerating  the  geological  information  for  the  area.  While 
some  of  this  information  is  obtained  from  private  companies,  independ- 
ent field  research  is  carried  on  by  the  division  to  supplement  and  up- 
date this  information. 

2.  Commodity  Investigations 

These  investigations  take  a  mineral  commodity  such  as  limestone, 
map  its  occurrences  throughout  the  State,  determine  the  changes  that 
take  place  in  limestone  masses  with  varying  geological  patterns,  provide 
specific  chemical  analyses,  and  thus  provide  information  so  that  in- 
dustries in  need  of  limestone  reserves  can  plan  detailed  programs  of 
study. 

3.  Geological  Mapping 

The  division  is  currently  involved  in  making  a  new  geological  map 
of  the  State,  working  from  U.S.  Army  base  maps,  supplemented  by  in- 
formation from  private  sources,  the  U.S.  Geological  Survey,  mapping 
done  by  mining  students  at  the  universities,  and  independent  surveys 
done  bv  the  division  staff:'. 

Professor  Campbell  feels  that  the  metal  mining  industry  is  m  rather 
poor  condition.  He  feels  that  this  is  largely  due  to  high  labor  costs  and 
the  low  tariffs  on  metals  from  foreign  countries. 

In  the  nonmetallic  field,  however,  Campbell  feels  that  producers  are 
economically  viable,  and  are  of  considerable  importance  to  the  economy 

of  the  State. 

IV.     HEARINGS 

December  7-2,  7959,  Long  Beach 

The  first  day  of  the  hearing  (December  1)  was  devoted  to  a  tour  of 
the  subsidence  area  in  Long  Beach.  In  the  morning  the  committee  mem- 
bers toured  the  Pier  A  area  and  the  Naval  Shipyard,  two  of  the  worst 
subsidence  areas.  This  gave  members  a  kind  of  ground  level  view  of 
the  problem.  The  afternoon  was  devoted  to  a  boat  tour  of  the  harbor 
facilities  There  was  a  rather  liigh  tide  on  that  day,  and  the  members 
were  able  to  observe  first-hand  the  effect  subsidence  has  had  on  piers, 
moorings,  and  other  dock  facilities. 
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The  formal  public  hearin;^'  took  place  on  December  2.  All  (jf  the 
morning  and  part  of  the  afternoon  was  devoted  to  testimony  on  the 
subsidence  problem.  Evidence  was  submitted  by  representatives  of  the 
City  of  Long  Beach,  the  State,  and  the  federal  government,  the  follow- 
ing witnesses  testified  on  the  subsidence  problem:  Raymond  C.  Kealer, 
Mayor  of  Long  Beach;  Captain  Charles  .J.  Palmer,  USN,  Commander 
of  the  Long  Beach  Naval  Shipyard ;  Jay  L.  Shavelson,  State  Attorney 
General's  office;  Howard  Goldin,  State  Attorney  General's  office;  Philip 
J.  Brady.  Deputy  I^ong  Beach  City  Attorney ;  Samuel  M.  Roberts,  Sub- 
sidence Control  Administrator,  Long  Beach;  George  E.  AVoodAvard, 
Vice  President  of  DeGolyer  and  MacNaughton  (consultants  to  Long 
Beach  on  subsidence)  ;  George  C.  liilty.  Assistant  Chief  Petroleum 
Engineer,  Long  Beach ;  AV.  A.  Smith,  Assistant  Subsidence  Control 
and  Repressurization  Administrator ;  Harold  A.  Lingle,  Deputy  Long 
Beach  City  Attorney;  Bob  N.  Hoffmaster,  Chief  Harbor  Engineer, 
Long  Beach ;  and  Charles  L.  Vickers,  General  Manager.  Long  Beach 
Harbor  Department. 

After  the  subsidence  problem  had  been  thoroughly  discussed,  three 
other  matters  were  brought  before  the  committee  for  consideration. 
Mrs.  Bonnie  Harter,  a  representative  of  the  Marina  Improvement  As- 
sociation, spoke  on  the  proposed  Long  Beach  marina  program.  Mr. 
Theodore  Gabrielson,  representing  the  Alamitos  Bay  City  Beach  Park 
Preservation  group,  and  Mr.  Jess  D.  Gilkerson,  city  engineer  of  Long 
Beach,  presented  both  sides  of  the  proposed  Alamitos  Bay  seawall  proj- 
ect. Hillman  A.  Hansen  i^resented  certain  evidence  in  connection  with 
the  question  of  rights  to  title  in  the  Wilmington  field. 

December  10-71,  1959,  Sanfa  Barbara 

On  the  morning  of  December  10  the  members  were  given  a  guided 
tour  of  Richfield 's  Rincon  "island,"  a  large  oil-drilling  operation  off 
the  coast  of  Ventura  County.  In  the  afternoon  they  were  transported 
by  helicopter  to  the  Standard-Humble  offshore  drilling  platform  at 
Summerland,  Santa  Barbara  County.  Upon  the  return  to  the  mainland, 
the  rest  of  the  afternoon  was  occupied  with  a  flight  over  the  balance 
of  the  Santa  Barbara  County  offshore  operations,  from  Point  Con- 
ception to  the  southern  county  line. 

At  fl  a.m.,  December  11,  the  formal  hearing  started  in  the  svipervi- 
sor's  room  of  the  Santa  Barbara  County  courthouse.  The  testimony 
dealt  with  general  problems  of  the  oil  industry  and  the  Santa  Barbara 
leases  in  particular.  Some  of  the  subjects  covered  were :  the  state  of 
the  oil  market,  both  domestic  and  foreign ;  the  leasing  system  for  off- 
shore exploration  presently  employed  by  the  State;  the  productivity  of 
the  Santa  Barbara  leases  to  date,  and  the  status  of  the  Orange  County 
suit  against  the  State  concerning  rights  to  certain  tidelands  areas. 

The  witnesses  were :  Frank  J.  Hortig,  executive  director  of  the  State 
Lands  Commission ;  William  R.  Wardner,  chairman  of  the  Conservation 
Committee  of  California  Oil  Producers;  Jack  Hassler,  State  Attorney 
General's  office;  Eugene  G.  Jacobs,  State  Attorney  General's  office; 
John  T.  Rickard,  former  mayor  of  Santa  Barbara;  and  Hillman  A. 
Hansen.  Lon<>'  Beach. 
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May  31  and  June  1,  1960,  Los  Angeles 

This  meeting'  ^vas  not  actnally  a  public  hearino'.  Tlie  committee  met 
jointly  with  the  State  Lands  Commission  as  participants  in  the  com- 
mission's review  of  oil  and  pas  leasing  policies.  The  arrangements  for 
witnesses,  etc..  were  made  by  the  staff  of  the  commission,  while  the 
committee  members  participated  in  the  formal  hearing  itself.  A  major- 
ity of  the  testimony  from  the  oil  producers  favored  having  a  flat  royalty 
percentage  as  the  "biddable  factor  in  future  oil  and  gas  leases,  rather 
than  the^present  cash  bonus  bidding  with  a  sliding  scale  royalty  based 
on  a  161  percent  minimum.  The  witnesses  at  this  hearing  were:  R.  AY. 
Raoland  Richfield  Oil  Company ;  Henry  AV^  AA^right,  AYestern  Oil  and 
Gas  Association ;  AY.  R.  Gardner,  Humble  Oil  &  Refining  Company;  A. 
B  Henderson,  Union  Oil  Company;  L.  E.  Scott,  Standard  Oil  Company 
of  California;  D.  E.  Clark,  Jr.,  Shell  Oil  Company;  Robert  Krueger. 
Phillips  Petroleum  Company;  E.  E.  Pyles,  Monterey  Oil  Company: 
and  Edwin  H.  Pauley  of  Edwin  H.  Pauley  and  Associates. 
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Assembly,  California  Legislature 

Sacramento,  December  15, 1960 

Honorable  Speaker  op  the  Assembly 
Honorable  Members  of  the  Assembly 
Assembly  Chmibers,  State  Capitol 
Sacramento,  California 

In  accordance  with  the  provisions  of  House  Kesolution  No.  326.7  of 
the  1959  Regular  Session,  your  Committee  on  Finance  and  Insurance 
hereby  submits  its  Final  Report  covering  its  activities  during  the  1959- 
1960  interim. 

On  the  basis  of  House  Resolution  No.  85,  Second  Extraordinary 
Session  of  1960,  three  members  of  this  committee,  in  addition  to  the 
chairman,  participated  in  the  investigation  of  secondary  financing 
in  real  estate  conducted  by  the  Subcommittee  on  Real  Estate  Con- 
tracts and  Trust  Deeds.  That  report  is  being  filed  separately. 

Moreover,  the  Honorable  Bruce  V.  Reagan  functioned  as  represen- 
tative of  this  committee  in  the  deliberations  of  the  Committee  on 
Judiciarv— Civil  with  respect  to  the  Uniform  Securities  Act. 

The  Finance  and  Insurance  Committee  wishes  to  acknowledge  the 
splendid  assistance  furnished  it  during  the  course  oi  its  work  by  per- 
sons and  organizations  too  numerous  to  cite  individually. 


Respectfully  submitted, 


Phillip  Burton 
Ronald  Brooks  Cameron 
Robert  W.  Crown 
Bert  DeLotto 
Harold  K.  Levering 
"William  A.  Munnell 
John  A.  O'Connell 


Thomas  M.  Rees,  Chairman 
Alan  G.  Pattee,  Vice  Chairman 

Bruce  V.  Reagan 
W.  Byron  Rumford 
Howard  J.  Thelin 
Jesse  M.  Unruh 
Jerome  R.  Waldie 
George  A.  Willson 
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Assembly,  California  Legislature 
Sacramento,  December  10,  1960 
Honorable  Thomas  M.  Rees 

Chairman  of  Assembly  Committee  on 
Finance  and  Insurance 
State  Capitol 
Sacramento  14,  California 

Dear  Mr.  Chairman  :  Pursuant  to  your  statement  about  signing  tlie 
letter  of  transmittal  of  the  Assembly  Committee  on  Finance  and  Insur- 
ance which  I  have  already  signed,  I  desire  to  make  it  clear  that  in 
signing  this  letter  of  transmittal,  I  do  not  agree  with  all  of  the  findings, 
conclusions,  and  recommendations. 

When  bills  are  introduced  to  implement  some  of  the  recommenda- 
tions, I  reserve  the  right  to  oppose  them  if  they  affect  the  upward 
revision  of  taxes  or  in  any  manner,  shape  or  form  adversely  affect  the 
economic  climate  for  business  in  the  State  of  California. 

Cordially  yours, 

Harold  K.  Levering 


(4) 


CONTENTS 

Page 
Letter  of  Transmittal ^ 

REPORT  ON  AUTOMOBILE  FINANCING ^ 

General  Conclusions ^° 

REPORT  ON  LENDING  INSTITUTIONS  SECTION 41 

1.  Historical  Context  of  Interest  Regulation 41 

2.  Commercial  Banks ^^ 

3.  Personal  Property  Brokers ^1 

4.  Industrial  Loan  Companies 54 

5.  Credit  Unions ^ 

6.  Pawnbrokers   ^ 

7.  Small  Loan  Companies ^^ 

8.  Savings  and  Loan  Associations 59 

REPORT  OF  SOCIAL  INSURANCE  SECTION 63 

Conclusions  and  Recommendations 85 

REPORT  OF  GENERAL  INSURANCE  SECTION 87 

1.  Automobile  Parts  Warranties 87 

2.  Franchise  Life  Insurance 90 

REPORT  ON  HEALTH  INSURANCE 96 

APPENDIX 97 


(5) 


REPORT  ON 
AUTOMOBILE  FINANCING 

INTRODUCTION 

During  the  past  10  months  the  full  committee  has  conducted  an 
extensive  investigation  into  the  practices  and  activities  of  automobile 
dealers  relative  to  the  sale  of  automobiles  and  the  financing  of  such 
sales. 

This  investigation  was  a  natural  outgrowth  of  the  efforts  by  previous 
Legislatures  to  regulate  the  sale  of  other  retail  items  under  installment 
contracts,  and  was  forecast  by  the  specific  exemption  of  sales  of  motor 
vehicles  from  the  provisions  of  the  Unruh  Act  of  1959. 

The  sale  of  automobiles  is  particularly  important  because  of  the 
very  size,  for  the  great  majority  of  families,  of  the  economic  decision 
involved  in  the  purchase  of  an  automobile.  Such  a  purchase  is  sec- 
ond in  importance  to  a  family  only  to  the  purchase  of  a  home  The 
obligation  undertaken  by  a  family  when  it  buys  an  automobile  ex- 
tends, generally,  over  a  24-  to  36-month  period  into  the  future,  and 
usually  involves  monthly  outlays  of  from  $50  to  $150. 

A  family  which  finds  itself  unhappily  entwined  in  a  transaction  in- 
volving an  automobile  is  too  often  likely  to  find  itself  embroiled  in 
other  economic  and  domestic  difficulties  as  well.  For  example,  federal 
bankruptcy  referees  in  Los  Angeles,  where  in  1960  the  number  of 
filings  for  bankruptcy  exceeded  that  of  any  previous  year,  estimate 
that  88  percent  of  all  bankruptcies  are  wage  earners  who  have  made 
instalhnent  purchases  with  little  or  no  down  payment.  It  is  known, 
also,  that  economic  difficulties  are  very  often  an  important  cause  of 
subsequent  family  break-ups. 

Two  one-day  hearings  were  held  on  the  subject  of  the  sale  and  financ- 
ing of  automobiles,  the  first  in  Los  Angelas  on  May  17,  1960,  and  the 
second  in  San  Francisco  on  August  5,  1960.  Present  at  these  hearings 
were  private  citizens  with  complaints  alleging  fraudulent  or  illegal 
activities  on  the  part  of  automobile  dealers;  automobile  dealers  who 
appeared  to  deny  some  of  these  allegations ;  representatives  of  the  Bet- 
ter Business  Bureau  and  Legal  Aid  Society  of  San  Francisco ;  private 
attorneys  who  have  been  involved  in  litigation  in  the  area  under  study 
on  behalf  of  either  dealers  or  purchasers;  representatives  of  automo- 
bile salesmens'  unions;  and  officials  of  the  California  Department  of 
Motor  Vehicles  and  of  the  California  Department  of  Insurance. 

In  addition  to  the  public  hearings,  three  conferences  were  held  with 
an  automobile  industry  advisory  committee  appointed  by  the  chair- 
man and  consisting  of  12  persons,  each  of  whom  is  an  automobile  dealer 
or  a  representative  of  a  dealers'  association  or  of  a  finance  company. 
The  advisory  committee  discussed  the  many  changes  in  the  law  relat- 
ing to  the  sale  and  financing  of  automobiles  which  had  been  sug- 
gested to  the  committee  at  its  hearings,  at  private  interviews,  and  by 
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private  communication.  These  conferences  were  of  great  value  in  gain- 
ing for  committee  members  and  staff  an  understanding  of  the  business 
methods  and  the  economic  problems  of  the  dealers,  and  in  learning  of 
their  reaction  to  the  different  possible  types  of  remedial  legislation. 

The  committee  has  received  complaints  from  many  purchasers  of 
automobiles  in  addition  to  those  who  testified  at  the  two  hearings.  Many 
of  these  persons  were  also  anxious  to  testify,  but  the  limitations  of 
available  time  prevented  their  doing  so.  Their  complaints,  however, 
were  in  the  main  similar  to  those  of  the  witnesses  who  did  appear,  and 
what  differences  there  were  resulted  generally  from  the  same  methods 
of  doing  business  as  were  brought  to  the  attention  of  the  committee 
at  its  public  hearings.  v 

The  major  areas  of  abuse  and  malpractice,  and  the  major  areas  of 
ambiguity  and  deficiency  in  existing  law  with  which  the  committee 
is  particularly  concerned  are  described  in  the  following  sections. 

SIGNING  BLANK  CONTRACTS 

Some  sale  contracts  are  signed  by  the  buyer  before  they  have  been 
completely  filled  out  as  is  now  required  by  Civil  Code  Section  2982(a). 
Some  reputable  dealerships  make  a  practice  of  having  weekend  cus- 
tomers sign  blank  contracts  and  then  have  them  typed  up  by  office  per- 
sonnel in  the  beginning  of  the  following  week.  The  prevalence  of  such 
situations,  however,  leaves  the  door  wide  open  for  the  use  of  a  whole 
gamut  of  abusive  tactics  by  nefarious  dealers. 

Basically,  the  situation  created  by  this  failure  to  conform  to  the  re- 
quirements of  the  Civil  Code  is  this:  A  buyer,  having  signed  a  blank 
contract  on  the  day  he  first  went  to  the  lot,  and  having  been  led  to 
understand  that  the  deal  agreed  upon  orally  between  the  salesman  and 
himself  will  be  incorporated  into  the  contract  form,  returns  to  get  his 
copy  of  the  contract  (or  receives  his  copy  in  the  mail)  and  notices  that 
its  provisions  do  not  embody  the  terms  agreed  upon  at  the  time  he 
signed  the  contract.  The  amount  of  the  monthly  payments  may  be 
higher;  the  term  over  which  he  is  to  pay  may  be  extended;  a  sizeable 
pick-up  payment  may  be  included;  premiums  for  unwanted  insurance 
may  be  included ;  the  agreed-upon  value  of  the  trade-in  may  have  been 
diminished;  in  fact,  any  conceivable  change  may  have  been  made,  to 
his  disadvantage.  The  buyer  protests,  and  is  told:  ''You  signed  the 
contract,  didn't  you?  This  is  your  signature,  isn't  it?"  The  unedu- 
cated buj^er,  the  frightened  buyer,  the  buyer  unsophisticated  in  busi- 
ness dealings  of  this  sort,  is  at  a  terrible  disadvantage.  He  is  bullied 
by  the  salesman;  he  is  told  that  the  contract  is  enforceable  and  that 
he  will  be  taken  to  court  if  he  does  not  comply  with  its  provisions ;  he 
may  already  have  shown  off  the  automobile  to  his  family  and  all  his 
friends  and  relatives  and  be  alarmed  at  the  embarrassing  prospect  of 
returning  home  without  it. 

The  very  many  possible  variations  upon  this  theme  are  obvious,  and 
this  basic  situation,  in  one  form  or  another,  is  present  in  a  great  per- 
centage of  cases  in  which  the  buyer  has  clearly  been  taken  advantage 
of  by  a  dealer  or  his  salesmen.  It  is  a  situation,  specifically  not  in- 
tended hy  the  Legislature  to  exist,  which  the  dealer  has  artificially 
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created  to  provide  himself  with  even  greater  bargaining  power  than 
the  great  amount  he  normally  has  vis-a-vis  the  unsophisticated  or  un- 
suspecting customer. 

Why  is  it  that  so  many  dealers  violate,  with  little  or  no  trepidation, 
this  most  basic  and  important  prohibition  of  the  law,  and  why  is  it 
that  unscrupulous  dealers  repeatedly  consummate  demonstrably  illegal 
transactions  by  these  means  ?  The  answer  is  simply  that  they  Imow  the 
proscriptions  of  the  law  can  be  ignored  with  impunity  because:  (1) 
The  buyer  is  likely  to  be  deterred  from  taking  any  action  because  ot 
the  expense  involved  and  the  likelihood  that,  even  should  he  prevail, 
he  will  end  up  losing  money;  (2)  the  dealer  knows  that,  even  should 
he  eventually  lose  in  court,  it  is  highly  unlikely  that  he  will  lose  the 
complete  value  of  his  ill-gotten  investment  in  this  customer. 

FAILURE  TO  DELIVER  FULLY  EXECUTED  COPY 
OF  CONTRACT  AT  TIME  OF  SALE 
Present  law  requires  that  sale  contracts  be  signed  by  both  buyer  and 
seller  and  "when  so  executed  an  exact  copy  thereof  shall  be  delivered 
by  the  seller  to  the  buyer  at  the  time  of  its  execution."  [Civil  Code 
Section  2982(a)].  This  language  is  ambiguous.  Strictly  interpreted, 
all  that  is  required  is  that  a  copy  of  the  contract  be  delivered  to  the 
buyer  when  the  contract  is  fully  executed.  The  normal  procedure  of 
many  sellers  is  to  mail  the  copy  to  the  buyer  at  the  time,  often  several 
days  subsequent  to  the  buyer's  signing,  when  the  deal  is  accepted,  and 
the  contract  is  signed,  by  an  authorized  representative  of  the  seller. 
So  long  as  delivery  is  made  within  a  reasonable  time  thereafter,  such 
procedure  does  not  run  afoul  of  the  law. 

But  it  does  frustrate  the  intent  of  the  law.  As  in  the  situation  where 
the  buver  signs  a  blank  contract,  this  procedure  of  delayed  delivery 
affords  an  unscrupulous  dealer  a  variety  of  opportunities  for  unethical 
practices  because  the  buyer,  at  the  time  of  sale,  does  not  have  in  his 
possession  an  enforceable  contract  setting  forth  in  full  the  terms  of  the 
transaction  into  which  he  has  entered.  The  only  way  to  ensure  that 
the  buyer  has  an  opportunity  to  know  his  exact  position  at  the  time  of 
agreement  and  the  only  way  to  discourage  problems  of  proof  that  will 
arise  in  later  litigation,  is  to  insist  upon  a  definite  and  well-defined 
time  of  closing,  with  no  loose  ends  left  to  be  tied  up  later  which  will 
provide  either  party  with  the  opportunity  to  complain  that  the  deal  is 
no  longer  exactly  the  deal  originally  agreed  upon. 

The  present  state  of  the  law  gives  rise  to  such  circumstances  as  the 
following:  a  salesman  has  the  buyer  sign  several  papers,  all  of  which 
are  supposedly  copies  of  the  original  shown  the  buyer,  but  some  of 
which  are  only  blank  forms  which  are  subsequently  filled  out  with  dif- 
ferent terms  by  the  dealer  (or  some  of  which  are  filled  out  already,  but 
with  different  terms),  the  papers  are  executed  by  the  dealer,  and  sent 
to  the  buyer;  a  buyer  who  does  not  carefully  read  the  full  contract, 
has  no  chance  to  sit  down  and  study  his  copy  while  he  is  on  the  lot,  but 
must  wait  until  he  receives  his  copy  days  later  at  home ;  no  copy  is 
ever  delivered — giving  rise  to  serious  problems  of  proof  where  the 
dealer  maintains  that  a  copy  was  sent  and  the  buyer  maintains  the 
opposite;  the  copy  mailed  to  the  buyer  is  not  signed  by  the  dealer. 
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(Mr.  Vernon  Libby,  General  Manager  of  the  San  Francisco  Better 
Business  Bureau,  testified  at  the  August  hearing  that  a  spot-check  by 
the  bureau  within  the  past  year  shoAved  that  "something  like  60  per- 
cent of  the  contracts  *  *  *  examined  at  that  time  violated  Section 
2982.  The  dealer's  signature  did  not  appear  on  the  copies  given  to  the 
purchasers.") 

Some  of  the  many  facets  of  this  general  problem  are  illustrated  by 
the  case  of  Mr.  and  Mrs.  Costas  Mountanos,  who  appeared  at  the 
August  hearing.  They  testified  substantially  as  follows :  While  out  shop- 
ping in  their  neighborhood  for  a  new  automobile,  they  came  across  a 
1960  Ford  that  appealed  to  them,  and  started  to  negotiate  for  its  pur- 
chase. Before  any  deal  was  made,  they  asked  the  salesman  how  much 
he  would  allow  them  on  their  1956  Chevrolet  as  a  trade-in.  The  sales- 
man offered  $1,000,  which  the  Mountanoses  refused,  as  they  had  already 
that  day  been  offered  $1,300  for  their  car  by  another  dealer.  He  asked 
them  to  name  a  price;  they  asked  for  $1,400,  and  that  figure  Avas 
accepted  by  the  salesman. 

They  also  agreed  to  make  24  monthly  payments  of  $84.28  and  a  cash 
down  payment  of  $300,  and  the  salesman  wrote  up  a  contract  em- 
bodying those  terms.  The  complainants  then  went  home  to  get  the  pink 
slip  for  their  old  car  and  upon  their  return  were  told  by  the  sales  man- 
ager that  a  mistake  had  been  made  in  the  spelling  of  their  name,  and 
he  thereupon  handwrote  another  contract  which  contained  the  terms 
previously  agreed  upon.  The  contract  was  then  signed.  There  were  no 
corrections  on  the  contract  at  that  time.  Neither  Mr.  nor  Mrs.  Moun- 
tanos was  given  a  copy  of  the  contract,  the  explanation  being  that  the 
bookkeeper  had  gone  home  and  that  there  were  certain  descriptions  to 
be  inserted  so  that  a  copy  would  be  mailed  to  them.  They  never  received 
a  copy  of  the  contract. 

Two  and  a  half  weeks  later  Mr.  Mountanos  received  a  payment  book 
for  the  car  from  the  bank  to  which  the  contract  had  been  sold,  and 
discovered  that  the  $84.28  payments  were  to  be  for  36  months,  not  24. 
His  wife  and  he  went  to  the  dealer  and  were  informed  by  the  book- 
keeper that  they  were  given  credit  for  only  $900  for  their  old  car. 
They  were  shown  the  dealer 's  copy  of  their  contract,  and  were  shocked 
to  see  that  virtually  the  entire  column  of  figures  on  the  contract  had 
been  erased  and  the  figures  altered.  None  of  the  erasures  or  altera- 
tions had  been  initialled  or  had  ever  been  seen  by  either  of  them.  Upon 
talking  to  the  sales  manager,  they  were  told  that  they  had  accepted 
a  $900  offer  for  the  old  car,  had  been  given  a  copy  of  the  contract,  and 
so  far  as  he  was  concerned,  the  deal  was  closed.  The  Mountanoses  testi- 
fied that  none  of  this  is  true,  and  they  have  now  filed  suit  against  the 
dealer  through  their  attorney. 

MISUSE  OF  PURCHASE  ORDERS 

Purchase  orders  are  used  by  all  dealers.  They  are  the  main  instru- 
ment in  the  first  line  of  negotiation  with  the  prospective  buyer,  who 
often  does  not  understand  what  they  are  and  mistakes  them  for  the  sale 
contract  itself.  The  use  made  of  purchase  orders  takes  this  general 
form:  a  saleman  and  customer  negotiate  a  deal  that  is  appealing  to 
the  latter,  who  must  then  sign  the  order  before  the  salesman  will  take 
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it  back  to  the  dealer  to  be  approved.  In  the  case  of  unethical  dealers 
the  order  never  is  accepted ;  in  the  usual  case,  if  the  order  is  accepted, 
the  agreement  embodied  in  the  order  is  rewritten  on  a  regular  contract 
form,  which  is  presented  to  the  customer  for  his  signature. 

The  words  "purchase  order"  are  a  misnomer,  and  are  misleading 
when  misused  by  a  dealer.  There  is  no  real  business  reason  why  such  an 
instrument  need  be  used.  The  salesman  negotiating  with  a  customer 
can  as  easily  have  the  customer  sign  a  contract  whose  provisions  are 
to  his  liking,  and  the  dealer  can  then  accept  or  reject  the  deal  as  he 
now  does  with  the  purchase  order. 

The  purchase  order  is  an  integral  part  of  virtually  all  unethical 
deals  which  conclude  with  the  signing  of  a  blank  contract  or  without  a 
fully  executed  copy  of  the  contract  being  given  the  buyer  at  the  time 
of  sale.  In  the  former  case,  the  buyer  is  told  that  the  contract  will  be 
filled  in  exactly  as  the  order  has  been;  in  the  latter  case,  the  buyer 
may  be  unaware  that  the  copy  of  the  purchase  order  which  he  has  is 
not  an  enforceable  contract  of  sale.  In  both  cases  the  buyer's  reliance 
on  the  dealer  is  predicated  not  only  upon  the  oral  understandings 
apparently  mutually  arrived  at,  but  also  upon  the  fact  that  the  cus- 
tomer has  seen  these  understandings  written  out  on  a  purchase  order 
signed  by  himself  and  supposedly  agreed  to  by  the  dealer. 

A  skilled,  high-pressure  salesman  can  induce  a  buyer  to  rely  on  a 
written  purchase  order  not  only  to  the  extent  that  the  buyer  will  sign 
a  blank  contract ;  he  can  also  get  a  great  many  buyers  to  sign  a  com- 
pleted contract  whose  unread  provisions  are  quite  different  from  those 
of  the  purchase  order  already  studied  by  the  buyer.  In  other  words, 
a  purchaser  who  has  signed  an  order  whose  provisions  he  has  read 
and  are  to  his  liking,  and  are  in  accord  with  the  deal  apparently  un- 
derstood and  agreed  upon  in  prior  conversation  with  the  salesman,  will 
often  thereafter  sign  a  sale  contract  whose  provisions  are  supposedly 
the  same,  but  are  not.  Once  the  deal  is  reduced  to  a  writing  that  has 
been  carefully  checked  by  the  customer,  he  can  be  prevailed  upon  to 
acquiesce  in  any  number  of  other  "formalities"  without  realizing  the 
need  for  keeping  his  guard  up.  _  i    ^  ^-u     ^     i  i 

Most  customers  can  thus  easily  be  led  to  believe  that  the  deal  nas 
been  consummated  by  the  signing  of  the  order.  In  the  case  of  an  un- 
ethical dealer,  the  buyer  is  put  at  the  added  disadvantage  of  not  being 
aware  that  the  order  has  nothing  whatsoever  to  do  with  the  sale  and 
that,  for  his  own  protection,  it  should  be  ignored  as  though  it  did  not 
exist  In  all  other  cases,  the  buyer  who  does  not  know  that  the  order 
is  not  a  requisite  part  of  the  sale  is  also  at  a  disadvantage  m  that  he 
is  not  aware  at  all  times  whether  or  not  a  deal  has  been  consummated. 
He  does  not  know,  at  all  stages  of  the  transaction,  whether  or  not  he 
is  obligated  under  an  enforceable  contract ;  he  does  not  even  know  it 
his  offer  has  been  accepted  by  the  dealer  in  such  manner  as  will  bind 
the  dealer  legally  to  the  bargain.  If,  however,  the  only  paper  the  buyer 
can  sign  is  a  sale  contract,  he  will  know  there  is  no  agreement  until 
he  has  signed  the  contract  and  has  been  given  a  copy  of  it. 

An  additional,  but  related  problem  caused  by  the  misuse  of  pur- 
chase orders  results  from  the  fact  that  the  written  order  may  fre- 
quently not  contain  all  the  major  terms  which  will  later  appear  m  the 
contract  itself.  Although  the  purchase  order  will  often  be  the  only 
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copy,  the  only  paper,  that  the  customer  gets,  it  often  has  been  used 
merely  to  arrive  at  an  agreement  on  cash  price  and  monthly  payments 
and  does  not  show  the  time  price  differential  that  the  customer  will  be 
paying.  Thus,  the  buyer  will  often  leave  the  lot  with  a  car  thinking 
it  is  going  to  cost  him  $1,500  and  not  realizing  that  the  interest  will 
cost  him  another  three  or  four  hundred  dollars,  although  those  extra 
few  hundred  dollars  might  have  been  a  determining  factor  in  his  pur- 
chase of  the  car. 

PROBLEMS  INVOLVING  THE  SALE  OF  INSURANCE 

The  great  majority  of  new  car  sales  include  the  sale  of  insurance  of 
some  sort.  Most  often  it  is  credit  life  and  accident  and  health ;  often, 
it  is  comprehensive  and  collision;  sometimes,  it  is  bodily  injury  and 
property  damage  (BI  and  PD).  Car  dealers  and  finance  companies  have 
a  legitimate  concern  in  seeing  to  it  that  their  security  interest  in  an 
automobile  is  protected,  but  they  have  a  further  incentive  in  selling 
insurance  because  they  realize  their  real  profits  not  from  the  sale  itself 
but  from  the  financing  involved  and  from  the  sale  of  extras  such  as 
insurance.  It  is  obvious  not  only  that  an  unscrupulous  dealer  can 
mislead  a  buyer  with  respect  to  insurance,  but  also  that  an  honest 
dealer,  knowledgeable  in  and  concerned  primarily  with  the  sale  of 
automobiles,  is  not  likely  to  be  as  careful,  thorough,  or  able  a  salesman 
of  insurance  as  a  broker  or  agent  whose  sole  professional  concern  is 
the  selling  of  insurance. 

Some  of  the  problems  caused  by  the  wholesale  selling  of  insurance 
by  automobile  dealers  are  these : 

(1)  Unnecessary  and  Overly-expensive  Insurance 

Buyers  have  been  sold  insurance  they  did  not  need,  because  insurance 
in  force  on  the  car  they  were  trading  in,  and  which  still  had  several 
months  to  run,  could  have  been  bound  over  to  cover  the  new  car.  In 
many  eases  examined  by  the  committee,  purchasers  could  have  had 
the  same  comprehensive  and  liability  insurance  at  a  lesser  price  had 
they  remained  with  their  original  insurance  agent  or  broker.  Likewise, 
Mr.  Libby  of  the  San  Francisco  Better  Business  Bureau  told  the  com- 
mittee staff  he  believed  that  credit  life  and  accident  and  health  policies 
were  being  sold  at  too  high  a  cost.  Instead  of  these  coverages  being 
included  as  an  adjunct  of  the  main  policy  at  a  reasonable  cost  of  25^ 
per  $100,  they  are  often  sold  on  a  separate  policy  for  one  or  two  dollars 
per  $100. 

(2)  Requiring  Purchase  of  Insurance  Through  the  Dealer 

Although  contrary  to  the  anticoercion  statute,  some  dealers  tell  car 
buyers  that  they  must  purchase  insurance  through  the  dealer.  In  some 
cases  it  is  less  clear  that  a  dealer  or  salesman  has  stated  specifically 
that  the  purchase  of  insurance  at  the  time  of  sale  was  a  condition 
precedent  to  the  sale,  but  it  is  clear  that  they  have  led  buyers  to  believe 
that  such  was  the  case,  and  it  is  clear  that  they  have  discouraged 
buyers  from  seeking  coverage  elsewhere  by  insisting  that  it  be  procured 
immediately  and  before  the  automobile  could  be  allowed  off  the  lot. 
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(3)  Customers  Misled  as  to  Type  of  Coverage 

The  most  serious  problem  in  the  area  of  insurance  sales  by  dealers  is 
that  of  the  buyer  who  has  been  misled  into  thinking  he  has  purchased 
liability  coverage  when  in  fact  he  has  not  bought  such  coverage  Two 
witnesses  testified  before  the  committee  that  they  had  requested,  and 
been  assured  that  they  would  have  ''full  coverage"  under  the  insurance 
policy  pressed  upon  them  by  the  dealer,  but  had  later  discovered  that 
they  did  not  have  BI  and  PD  coverages— although  it  was  these  types 
in  which  thev  had  been  primarily  interested.  Other  complainants  told 
the  same  story  to  the  committee  staff  and  several  more  who  came  to 
the  committee  with  other  complaints  discovered  for  the  first  time 
upon  examination  of  their  contracts  by  the  staff,  that  they  did  not 
have  the  liability  and  property  damage  coverage  they  thought  they 

had.  .  •  1     J- 

In  some  cases  this  situation  results  from  conscious  misleading  or 
untruthful  action  on  the  part  of  salesmen ;  in  others,  from  a  negligent 
expectation  on  the  part  of  the  customer  that  the  insurance  he  is  getting 
will  cover  him  completely.  But  whatever  the  cause  and  wherever  the 
blame,  it  is  a  situation  that  arises  too  frequently  and  results  in  too 
many 'persons  unknowingly  driving  about  without  insurance  sufficient 
to  satisfy  the  requirements  of  the  financial  responsibility  laws. 

(4)  /ncreas/ng  Finance  Charge  via  Sale  of  Insurance 

The  time  price  differential,  or  finance  charge,  of  1  percent  per  month 
for  each  month  of  the  contract's  term,  is  computed  on  the  unpaid  bal- 
ance of  the  contract— which  includes,  among  other  charges,  insurance 
premiums.  Whatever  kind  of  insurance  is  sold,  and  for  whatever  term, 
the  customer  pays  an  unjustified  amount  of  finance  charge  for  it. 

If  the  coverage  is  for  one  year  only,  and  the  term  of  the  contract  is 
two  years  or  three  years,  the  buyer  is  paying  24  percent  or  36  percent, 
respectively,  for  one  vear's  use  of  money.  If  the  coverage  is  for  more 
than  one  year,  the  buyer  is  again  paying  12  percent  everij  year  for  the 
use  of  money  in  any  one  year  to  buy  that  year's  coverage.  As  an  ex- 
ample of  the  latter :  included  in  the  unpaid  balance  of  a  sale  contract 
running  36  months,  is  the  sum  of  $300  of  premiums  for  three  years 
comprehensive  and  collision  coverage ;  only  $100  of  the  $300  is  being 
used  to  pay  for  the  coverage  in  each  of  the  three  years,  but  the  buyer 
is  paying  a  finance  charge  on  $300  in  each  of  the  three  years. 

(5)  Inept  Writing  and  Service  of  Policies 

When  insurance  coverage  is  not  written  by  a  professional  insurance 
man  whose  interest  is  in  retaining  insurance  customers,  it  is  not  liable 
to  be  well-written  and  well-serviced.  The  committee  has  received  a 
number  of  letters  from  insurance  agents  who  have  reviewed  policies 
written  by  automobile  salesmen  and  who  have  determined,  among  other 
things,  that:  buyer  was  not  given  the  10  percent  reduction  for  safe 
driving  to  which  he  was  entitled ;  buyer  was  not  given  10  percent  credit 
for  compact  car;  21-year-old  buyer  was  sold  policy  in  name  of  step- 
father co-signer  of  sale  contract  which  policy  excluded  all  drivers  under 
25  (step-father  never  drove  car),  and  wherein  the  credit  life  payments 
would  ensue  only  when  the  step-father  died  (although  he  had  no  money 
invested  in  the  car  and  made  none  of  the  payments)  ;  buyer  was  sold 
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disability  insurance  by  same  finance  company  that  made  liim  the  auto- 
mobile loan,  and  when  later  disabled  by  a  heart  attack  the  same  com- 
pany, acting  as  insurance  agent,  refused  his  disability  claim  because  of 
an  exclusion  in  the  fine  print  of  the  j)olicy  it  had  sold  him — and  repos- 
sessed his  car. 

In  addition,  such  insurance  salesmen  have  no  interest  in  the  prompt 
and  efficient  service  of  claims,  or  in  seeing  to  it  that  the  insured  is  given 
sufficient  or  even  any  notice  of  impending  need  for  renewal,  especially 
if  the  sale  contract  is  nearing  completion  of  its  terms  and  the  dealer 
will  no  longer  have  any  interest  in  the  automobile  as  security  for  pay- 
ments under  the  contract. 

The  general  facets  of  the  problem  involved  here  are  well  summarized 
in  a  letter  to  the  committee  chairman,  dated  June  27,  1960,  from  the 
Superintendent  of  Insurance  of  Ohio.  In  the  course  of  discussing  the 
reasons  that  led  to  the  prohibition  of  the  sale  of  insurance  by  automo- 
bile dealers  in  that  state,  the  superintendent  wrote : 

"Actually,  the  automobile  dealer  involved  in  an  insurance  trans- 
action is  primarily  interested  in  collision  and  comprehensive  cov- 
erages which  protect  his  interest  or  that  of  the  mortgagee,  and  too 
frequently  no  thought  is  given  to  the  basic  liability  coverage  which 
I  am  sure  we  all  feel  is  of  paramount  importance  as  far  as  the 
public  interest  is  concerned. 

"When  an  automobile  dealer  gets  into  the  insurance  business 
he  does  so  primarily  to  serve  his  interest  and  not  that  of  the  in- 
sured. The  insurance  business  today  is,  as  you  will  recognize,  an 
extremely  complex  business,  and  the  interests  of  an  insured  are 
best  served  when  he  has  a  competent  professional  acting  as  his 
agent.  The  question  of  liability  coverage  and  the  adequacy  of 
limits  of  coverage  normally  are  not  within  the  scope  of  the  training 
or  interest  of  an  automobile  dealer  or  his  salesmen." 

MISUSE  OF  PICKUP  AND  BALLOON   PAYMENTS 

A  pickup  payment  is  a  sizeable  payment  (often  in  excess  of  $100) 
which  a  sale  contract  calls  for  usually  within  a  week  or  two  subsequent 
to  the  date  of  the  contract  itself  and  usually  prior  to  the  date  on  which 
the  first  monthly  payment  is  to  be  made.  Correctly  used  it  is  a  legiti- 
mate device  to  enable  a  buyer,  in  effect,  to  split  his  down  payment 
obligation  into  two  separate  payments,  the  first  to  be  made  at  the  time 
of  sale  and  the  second  a  week  or  so  later  after  he  has  received  another 
paycheck.  In  such  circumstances,  it  eases  the  financial  burden  on  the 
buyer  while  still  extracting  from  him  a  reasonable  cash  down  payment. 

A  balloon  payment  is  a  large  payment  (often  of  several  hundred 
dollars)  called  for  by  the  contract  after  all  monthly  payments  have 
been  made.  There  is  no  legitimate  reason  for  such  payments  and,  so  far 
as  the  committee  is  aware,  only  one  large  dealer  makes  a  practice  of 
including  them  in  some  of  its  contracts. 

Improperly  used,  any  payments,  other  than  the  regular  monthly 
installments  generally  provided  for  in  a  contract,  can  be  an  additional 
instrument  of  abuse  by  a  dealer.  Unless  fully  and  carefully  explained 
by  the  salesman,  the  existence  of  these  extra  payments  is  generally  not 
known  or  fully  understood  by  the  pureliaser,  who  is  aware  only  that 
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he  has  to  pay  X  number  of  dollars  per  month  on  his  antomobile— 
because  the  amount  of  the  regailar  montlily  payments  is  the  basis  on 
which  the  deal  has  been  negotiated  (see  discussion,  mfra,  under  bide- 
Note  Financing").  The  dealer  should  not  be  able  to  let  the  purchaser 
think  that  he  is  paving  X  dollars  per  month  and  then  make  up  the 
difference  toward  what  the  dealer  really  wants  and  expects  to  make  on 
the  deal  by  tacking  on  a  pickup  payment  at  the  beginning  or  a  balloon 
payment  at  the  end.  If  the  dealer  will  not  get  the  profit  he  wants  by 
charging  X  dollars  per  month,  he  should  insist  on  larger  monthly  pa^ 
ments,  but  not  lull  the  buyer  into  thinking  his  total  obligation  is  the  X 
dollars  per  month  figure.  The  committee  has  seen  a  number  ot  cases  m 
which  the  buver  had  signed  a  contract,  came  to  get  his  car,  and  was 
then  told  (and  then  realized  for  the  first  time  that  the  contract  he  hacl 
signed  provided)  that  he  had  to  put  up  $100  cash  as  a  pickup  payment 
before  he  could  drive  off  in  his  new  car. 

A  second  problem  respecting  pickup  payments  has  been  illumined 
by  other  cases  reviewed  by  the  committee.  The  buyer  is  told  he  may 
make  his  down  pavment  in  two  installments,  and  the  second  install- 
ment is  not  written  into  the  contract  as  part  of  the  down  payment  but 
as  a  separate  pavment  in  addition  to  the  monthly  installments.  The 
law-abiding  dealer  is  acting  properly  because  he  may  not  legally  state 
the  second  payment  as  part  of  the  down  payment  since  he  has  not 
received  the  money  on  the  date  the  contract  is  executed.  But  the  im- 
scrupulous  dealer  figures  the  time  price  differential  on  a  sum  which 
includes  this  pickup  payment  because  the  payment  is  not  subtracted 
from  the  cash  price  noted  on  the  contract  and  is,  therefore,  included  m 
the  unpaid  balance  upon  which  the  finance  charge  is  computed.  In  such 
cases  the  buyer  is  paying  a  finance  charge  on  part  of  his  down  pay- 
ment money. 

PUBLIC  MISCONCEPTION  OF  FUNCTION  AND  AUTHORITY  OF 
AUTOMOBILE  SALESMEN 

Automobile  salesmen  do  not  serve  the  same  function  as  do  salesmen 
of  retail  goods  generally.  They  do  not  actually  sell  cars.  They  have  no 
authority  to  close  deals.  They  are  front  men  for  management,  and  their 
function  is  to  negotiate  the  terms  of  a  deal  with  a  prospective  buyer 
and  then  to  seek  ratification  by  management  of  the  deal  they  have 
tentativelv  worked  out  with  the  customer.  This  status  of  salesmen  of 
not  being"^ " authorized  representatives"  of  dealers  is  confusing  to  the 
buying  public,  and  is  effectively  used  by  some  dealers  as  another  means 
of  misleading  their  customers. 

Paul  Martin,  secretary  of  the  National  Automobile  Salesmen's  Clubs 
Organization,  who  testified  at  the  May  hearing,  commenced  his_  testi- 
mony by  pointing  out  that  ' '  all  of  the  people  who  have  given  testimony 
here  today  in  regard  to  the  purchase  of  a  car,  *  *  *  always  spoke  in 
terms  of  their  deal  or  their  understanding  with  the  salesman."  The 
various  items  required  by  Civil  Code  Section  2982  to  be  included  in  the 
sale  contract  are  the  only  determination  of  the  buyer's  rights  and  inter- 
ests in  the  transaction,  and  are  designed  to  establish  them  definitely 
when  the  buyer  signs  the  contract. 
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"However,  because  the  buyer  considers  a  licensed  automobile 
salesman,  as  these  buyers  here  today  have,  to  be  an  authorized 
representative  of  the  seller,  and  capable  of  executing  a  conditional 
sale  contract,  he  then  considers  his  figures  and  guarantees  to  be 
final.  *  *  *  Therefore,  in  his  innocence,  and  not  realizing  the  true 
role  of  the  salesman  or  the  sales  manager  in  the  business  to  be  con- 
ducted, the  buyer  will  make  written  commitments  predesigned  to 
condition  him  for  subsequent  rewrite  manipulations.  And  I  think 
that  the  people  who  testified  here  today  have  fallen  in  line  with 
this  type  of  thing.  *  *  *  After  this  rewrite,  the  buyer  still  does 
not  have  a  validly  executed  conditional  sale  contract,  as  defined  in 
Section  2982,  insofar  as  the  rewrite  has  Nnot  yet  been  signed  by  an 
authorized  representative  of  the  seller. 

''This  system  can  continue,  and  does  continue  until  such  time 
as  the  seller  may  elect  to  accept  what  he  considers  to  be  a  satis- 
factory conditional  sale  contract,  presigned  by  the  buyer,  and  sub- 
seauently  filled  in  by  a  salesman,  sales  manager,  or  the  seller  him- 
self. Then  and  only  then  does  the  buyer  have  a  legal  copy  of  the 
contract,  as  defined  in  Section  2982,  and  containing  a  determina- 
tion of  his  interest  in  the  transaction.  *  *  *  Now,  then,  to  resolve 
protection  of  the  buyer's  interest,  and  remove  the  question  as  to 
the  exact  time  when  the  contract  has  been  executed,  the  statutes 
must  define  the  seller's  authorized  representative  and  identify  this 
person  to  the  buyer  to  guarantee  protection  of  his  interest.  *  *  • 
It  would  seem  to  me  that  in  everv  case  there  has  been  here  today 
the  salesman  and  the  sales  manaa-er  were  in  disagreemeiit  as  to  the 
conditions  of  the  buyer's  interest  in  the  transaction." 
Assemblyman  Cameron  thereupon  commented,  with  respect  to  the 
present  function  of  a  salesman:  "So,  in  effect,  he  is  acting  as  an  agent, 
so  far  as  the  purchaser  is  concerned,  who  assumes  he  is  an  agent  of  the 
'house'  until  the  last  30  seconds  of  their  discussion  together,  so  that 
the  purchaser  has  been  brainwashed  *  *  *  as  to  the  terms  of  the  deal 
and  thoroughly  understands  what  he  has  agreed  to  until  the  papers 
leave  his  hands. ' ' 

Subsequent  testimony  from  representatives  of  the  California  De- 
partment of  Motor  Vehicles  substantiated  the  fact  that  dealers  gen- 
erally do  not  give  authority  to  salesmen  to  close  deals  and  that,  until  the 
dealer  signs  a  contract,  there  is  no  contract  executed  by  both  parties 
as  required  by  present  law.  The  authority  of  the  salesman  becomes,  in 
effect,  dependent  upon  the  value  of  the  deal  to  the  seller,  and  the  mis- 
representations of  salesmen  such  as  were  alleged  by  some  of  the  com- 
plaining witnesses  before  the  committee  can  be  passed  off  by  the  dealer 
or  sales  manager  in  such  manner  as  was  testified  to  by  Mr.  Paul 
Weimer  at  the  August  hearing.  Upon  complaining  to  the  sales  manager 
that  the  contract  he  was  given  was  seriously  out  of  line  with  the  under- 
standing he  had  reached  with  the  salesman,  Mr.  Weimer  was  told  by 
the  manager  "that  it  made  no  difference  to  him  what  the  salesman 
promised — promises  and  deals  were  two  different  matters.  The  sales- 
man was  strictly  on  his  own,  and  what  he  said  and  what  he  gave  were 
two  different  matters,  and  the  only  thing  the  sales  manager  saw  and 
was  interested  in  was  the  signed  contract. ' ' 
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INSUFFICIENT  PROTECTION  FOR  BUYER  IN  DEFAULT 

(1)  Rebate  of  Finance  Charge 

Althouffh  Civil  Code  Section  2982  requires  a  rebate  of  unearned  time 
price  differential  where  a  contract  is  paid  off  in  full  prior  to  maturity 
there  is  no  provision  for  such  rebate  where  the  buyer  is  m  default  and 
his  obligations  under  the  contract  are  cancelled  by  reason  of  reposses- 
sion of  the  automobile  and  action  against  him  for  a  deficiency  judg- 

Where  the  buyer  does  not,  for  whatever  reason,  continue  to  make 
payments  over  the  full  term  of  the  contract,  some  portion  of  the  time 
price  differential  as  originally  figured  is,  of  course,  unearned.  There 
i«  no  more  excuse  for  charging  the  original  full  amount  of  finance 
charge  to  the  buyer  in  default  than  in  the  case  where  there  is  an 
anticipation  of  payments  by  a  solvent  buyer. 

(2)  Notice  of  Resale 

Present  law  requires  five  days'  written  notice  of  intent  to^  sell  a 
repossessed  motor  vehicle.  The  notice  may  be  given  by  mail.  During  the 
period  of  five  days  after  such  notice  is  sent,  the  person  or  persons 
liable  on  the  contract  may  satisfy  their  indebtedness  m  full,  but  are 
liable  for  any  deficiency  after  sale  only  if  the  required  notice  has  been 

given. 

The  requirements  regarding  sale  of  a  repossessed  automobile  should 
be  such  as  to  help  ensure  that  the  greatest  possible  amount  will  be 
realized  on  the  sale,  for  both  the  original  purchaser  and  the  holder  of 
the  contract  are  better  off  the  higher  the  amount  that  is  received  at  the 
sale.  When,  however,  the  holder  can  satisfy  its  full  interest  in  the  con- 
tract by  selling  the  vehicle  at  less  than  the  price  it  could  command  at 
an  open,  public  sale,  there  is  no  incentive  for  it  to  get  the  _  highest 
possible  price,  and  the  buyer  is  hurt  to  the  extent  of  the  difference 
between  the  actual  market  value  and  the  lower  price  obtained  at  the 

Inclusion  in  the  statutes  of  prOAdsions  similar  to  those  in  force  in 
other  states  which  have  regulated  the  sale  of  motor  vehicles  and  which 
require  10  days'  written  notice  by  personal  delivery  or  registered  mail, 
specifiying  the  time,  date  and  place  of  a  public  sale,  and  publication  of 
the  notice  in  a  newspaper  of  general  circulation,  would  improve  the 
chances  of  the  sale's  being  made  at  the  true  market  price. 

SIDE-NOTE  FINANCING  OF  DOWN  PAYMENTS 
A  number  of  large-volume  dealers  advertise  automobiles  for  sale 
with  no  down  payment  required,  on  approved  credit.  There  is  no  doubt 
that  this  advertising  is  misleading.  It  may  be  that  some  automobiles  are 
sold  with  no  down  payment,  but  the  committee  has  yet  to  hear  of  such 
a  transaction. 

The  reason  for  the  advertising,  of  course,  is  to  lure  customers  of 
relatively  small  economic  means  to  the  particular  dealer,  and  if  there 
were  nothing  more  involved,  this  kind  of  advertising  would  not  be  a  too 
serious  matter.  It  is  serious,  however,  because  it  is  used  for  purposes 
other  than  the  mere  attracting  of  would-be  buyers.  It  is  used  to  instill 
in  the  customer's  mind  the  idea  that  he  is,  in  fact,  not  being  asked  to 
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make  a  down  payment,  and  he  is  thereby  distracted  from  those  particu- 
lars of  the  transaction  which  malve  provision  for  snch  a  payment. 

The  entire  deal  is  negotiated  with  no  mention  of  a  down  payment. 
Salesman  and  buyer  make  offers  and  counter-offers,  until  a  mutually 
agreeable  price  is  reached.  This  price  is  stated,  and  has  been  discussed, 
only  in  terms  of  a  monthly  payment.  The  colloquy  of  negotiation  fol- 
lows this  pattern : 

' '  Can  you  make  payments  of  $105  a  month  ? ' ' 

"No.  No,  that  is  too  high."  The  salesman,  across  a  table  from  the 
buyer,  jots  down  figures  on  a  piece  of  paper  which  the  customer 
cannot  read.  v 

"Well,  how  about  $97.50  a  month?" 

"Well,  I  think  that  would  be  a  little  too  much,  too.'^'  The  sales- 
man figures  again,  and  shakes  his  head  slowly.  "I  don't  know  if  I 
can  do  any  better  than  that  for  you.  Why  don't  you  give  me  a 
figure  and  I'll  see  if  maybe  I  can  get  the  sales  manager  to  give  you 
abreak,  seeing  as  you've  got  a  clean  trade-in  and  a  steady  job." 
The  customer  is  now  on  the  defensive,  and  feels  that  the  salesman 
is  trying  to  do  him  a  favor  and  help  him  out.  He  suggests  a  price 
about  $20  higher  than  th^  one  he  originally  had  intended  to  pay. 
The  advertisement  had  listed  a  number  of  cars  for  $59.50  a  month 
and  something  around  that  figure  was  what  he  had  in  mind,  but 
apparently  it  was  going  to  be  more  expensive  than  he  had  thought. 

"How  would  $80  be.  Or  maybe  a  little  less?  I  don't  think  I  can 
really  afford  much  more  than  that."  The  salesman  shakes  his  head 
again,  but  savs,  "I  really  don't  think  they'll  go  for  it,  but  I'll 
give  it  a  try. '"'  The  customer  is  left  alone,  usually  for  a  substantial 
length  of  time,  to  reflect  on  how  unreasonable  he  has  been  to  the 
salesman  who  is  so  obviously  trying  to  get  him  a  good  deal. 

The  point  of  all  the  above,  as  anyone  connected  with  the  automobile 
business  knows,  is  to  set  up  the  customer  psychologically  for  any  deal 
the  salesman  returns  with  that  will  call  for  monthly  payments  of  only 
$80.  There  has  been  no  talk  of  a  total  price,  or  of  an  allowance  for 
the  trade-in,  or  of  the  number  of  months  for  which  the  contract  will 
run,  or  of  the  cash  down  payment  that  will  be  required  and  the  fur- 
niture that  will  have  to  be  mortgaged.  The  customer  will  be  relieved 
to  find  out  that  the  sales  manager  has  agreed  to  the  $80  payments,  but 
it  is  obvious  that  the  dealership,  which  was  angling  originally  for  a 
30-month  contract  at  $100  a  month  and  was  prepared  to  allow  $1,000 
for  a  trade-in,  would  be  happy  to  write  a  36-month  contract  at  $80  per 
month  and  give  only  a  $700  allowance  once  it  has  determined  that  the 
finance  company  which  buys  its  paper  is  satisfied  with  the  customer's 
credit  and  will  buy  the  36-month  contract. 

When  the  customer  has  been  so  conditoned,  he  is  given  a  contract 
to  sign,  and  he  is  then  told,  for  the  first  time,  that  he  must  go  over  to 
the  X  Loan  Company  to  sign  additional  papers.  Some  customers  will 
realize  at  this  point  that  they  are  being  sent  out  to  sign  up  for  a  down 
payment  loan,  but  many  do  not— for  they  are  not  told  the  nature  of 
this  additional  transaction  and  there  has  been  no  talk  at  all  throughout 
the  negotiations  of  a  down  payment. 
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If  the  customer  becomes  aware  of  what  is  going  on  and  protests, 
he  is  looked  at  with  amazement  by  the  salesman  who  points  out,  quite 
rightly,  that  there  never  was  any  undertsanding  that  the  deal  could 
possibly  be  accepted  without  some  down  payment  as  a  show  of  good 
faith,  and  that  the  customer  has  already  signed  the  contract  anyway 
and  the  agreement  is  complete  and  the  contract  enforceable  so  far  as 
the  dealer  is  concerned. 

A  surprising  number  of  buyers  do  not  know  they  are  obligating 
themselves  for  a  second  loan  to  cover  the  down  payment.  Thinking 
that  their  total  monthly  obligation  will  be  the  $80  which  was  the  only 
figure  mentioned  during  the  entire  period  of  negotiation,  they  discover 
only  upon  receipt  of  a  payment  book  from  the  X  Loan  Company  a 
few  weeks  later  that  they  must  make  monthly  payments  of  $20  to  that 
company  as  well  as  payments  of  $80  to  the  bank  or  finance  company 
which  bought  the  basic  sale  contract  from  the  dealer.  Miss  Evangeline 
Yatco  who  appeared  before  the  committee  at  the  May  hearing  and 
whose  contract  called  for  monthly  payments  of  $72.34  on  her  car, 
later  found  out  that  she  had  also  to  make  an  additional  monthly  pay- 
ment of  $30  to  pay  off  her  down  payment  loan.  She  testified  that  if 
she  had  known  beforehand  that  she  would  have  to  make  two  payments 
totalling  $102.34  per  month  she  would  not  have  entered  into  the  deal, 
and  that  it  was  her  understanding  all  during  the  time  she  was  on  the 
dealer's  lot  that  she  would  be  paying  solely  the  $72.34  each  month  for 
her  automobile. 

Mr.  and  Mrs.  Eugene  Gentry,  who  appeared  at  the  same  hearing, 
testified  that  their  understanding  with  the  salesman  had  been  that  they 
would  have  monthly  payments  of  $76  to  meet,  and  it  was  not  until  a 
later  date,  when  they  received  a  payment  book  from  a  loan  company, 
that  they  discovered  they  had  to  make  additional  monthly  payments 
of  $26  on  a  down  payment  loan.  They  had  been  told  by  the  salesman 
that  their  total  monthly  obligation  was  to  be  $76  and  they  insisted 
that  they  would  not  have  consented  to  the  deal  had  they  known  that 
they  would  have  to  pay  more  than  $100  each  month. 

MISLEADING  ADVERTISING 

The  selling  of  automobiles  is  a  very  competitive  business.  Many 
dealers  advertise  extensively  in  newspapers  and  a  smaller  number 
advertise  on  television.  So  far  as  the  committee  is  aware,  the  bulk  of 
this  advertising  is  perfectly  honest  and  legitimate,  but  there  are  enough 
instances  of  misleading  advertising  to  warrant  consideration  of  the 
effectiveness  of  existing  law  in  deterring  its  use. 

(1)  "No  Down  Payment  Required" 

The  use  of  such  advertising  is  described  in  the  above  section  on 
"Side-Note  Financing."  As  pointed  out  therein,  such  advertisements 
are  not  only  deceptive  per  se,  but  are  used  as  an  integral  part  of  the 
process  of  deluding  a  customer  in  the  course  of  negotiating  ^  a  deal 
with  him.  These  advertisements  generally  include  the  words  "on  ap- 
proved credit"  in  tiny  type,  and  this  condition  enables  the  dealer  to 
legitimately  deny  a  customer  the  terms  of  sale  which  were  used  as  the 
bait  for  attracting  him  to  the  lot  in  the  first  place. 
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(2)  "V/e  Will  Consolidate  Your  Debts" 

Incredible  as  it  may  seem,  customers  already  heavily  obligated  with 
monthly  payments  on  other  retail  items  or  services,  believe  that  a 
dealer  can  sell  them  a  car,  consolidate  the  payments  for  it  with  the 
payments  already  being  made  by  them  on  other  items,  and  that  the 
new  single  monthly  payment  will  be  less  even  than  the  total  monthly 
payments  already  being  made. 

Kichard  Mitchell,  who  appeared  at  the  May  hearing,  went  to  a  par- 
ticular dealer  solely  because  of  this  type  of  advertisement,  and  the 
results  in  his  case  are  illustrative  of  the  use  to  which  such  advertising 
is  put.  Mitchell  testified  that  since  his  wife  had  a  baby  and  stopped 
work,  their  obligations,  totalling  $1,300,  h'ad  become  too  much  for 
them.  Although  hesitant  about  buying  a  car  because  he  could  not  see 
how  his  monthly  payments  could  be  reduced,  the  salesman  assured 
him  his  bills  could  be  consolidated  and  that  he  would  not  have  to  make 
any  payments  for  45  days,  and  sent  him  off  in  a  new  automobile — to 
a  finance  company.  The  finance  company  offered  only  to  finance  a  $400 
down  payment  for  the  car,  plus  two  outstanding  bills  of  approximately 
$100  each.  Mitchell  refused  to  sign  for  the  loan  since  the  great  bulk 
of  his  bills  were  not  to  be  included,  went  back  several  times  to  argue 
with  the  salesman,  finally  insisted  that  he  be  given  back  his  trade-in. 
The  salesman  agreed,  but,  while  Mitchell  was  waiting  in  the  office,  went 
out  and  repossessed  the  new  automobile  and  continued  to  refuse  to 
return  Mitchell's  old  car — which  would  have  been  fully  paid  off  after 
two  more  payments  had  been  made. 

It  was  obvious  in  this  case  that  the  dealer  had  no  intention  of,  nor 
could  he  possibly,  have  arranged  for  the  consolidation  of  the  customer 's 
debts.  The  fraudulent  nature  of  this  type  of  advertisement  is  also 
demonstrated  by  the  determination  by  investigators  of  the  California 
Department  of  Justice  that  "specimen"  cases  of  how  bills  had  been 
consolidated  which  were  published  in  newspaper  advertisements,  could 
not  be  substantiated  by  the  dealers  upon  investigation  by  the  Depart- 
ment. 

(3)  "Bargains"  Not  Available  on  Premises 

Investigations  by  the  Los  Angeles  Motor  Car  Dealers  Association  and 
by  the  California  Department  of  Justice,  as  well  as  testimony  of  com- 
plainants, has  shown  that  automobiles  shown  on  television  on  the 
dealer's  lot  with  price  tags  on  them,  may  not  be  available  for  that  price 
upon  inquiry  in  person  at  the  lot.  Likewise,  inquiry  in  person  in  re- 
sponse to  newspaper  advertising  listing  specific  automobiles  at  stated 
bargain  prices,  too  often  discloses  that  the  particular  automobile  is  no 
longer  on  the  premises,  or  that  it  is  in  such  poor  condition  that  it  is 
obvious  that  the  advertisement  was  directed  not  to  selling  these  auto- 
mobiles, but  only  to  getting  customers  to  the  lot  to  be  sold  other,  more 
expensive  automobiles. 

Richard  Mrozek,  who  appeared  at  the  August  hearing,  testified  that 
he  had  gone  to  the  dealer  involved  to  see  a  station  wagon  described  in 
an  advertisement  as  being  "in  excellent  condition"  and  accompanied 
by  a  photograph  of  the  vehicle.  On  arriving  at  the  lot,  he  was  shown 
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the  wagon  in  question.  The  grille,  bumpers  and  back  doors  were  all 
severely  dented,  and  it  "looked  like  it  was  just  out  of  a  wreck."  Mr. 
Mrozek  was  subsequently  sold  a  more  expensive  automobile. 

Paul  Weimer  testified  at  the  same  hearing  that  he  went  to  a  dealer 
to  look  at  a  specific  type  of  automobile  advertised  for  $2,195.  He  was 
told  the  automobile  could  not  be  sold  for  that  price  unless  the  com- 
pany could  get  12  percent  interest  on  it.  When  Weimer  complained 
that,  had  he  known  this,  he  would  have  borrowed  the  money  to  pay  in 
full,  he  was  told  that  the  automobile  could  not  be  sold  for  cash. 

TAKING  OF  TRUST  DEEDS  AS  SECURITY 

A  small  number  of  dealers  induce,  or  trick,  some  of  their  customers 
into  giving  a  deed  of  trust  on  their  homes  as  security  for  the  sale  of 
an  automobile.  Since  most  customers  are  extremely  reluctant  to  give 
this  kind  of  security,  the  salesmen  involved  must  generally  resort  to 
misrepresentation  to  obtain  it.  The  testimony  of  two  witnesses  at  the 
May  hearing  illustrate  the  manner  in  which  a  trust  deed  can  be  ob- 
tained and  the  use  to  which  it  can  be  put. 

Mr.  and  Mrs.  Eugene  Gentry  were  told,  when  they  attempted  to 
purchase  an  automobile,  that  their  credit  was  "okay"  but  not  "strong 
enough,"  and  that,  in  order  to  get  the  car  they  wanted,  Mr.  Gentry's 
parents  would  have  to  co-sign  the  contract  and  also  give  a  third  trust 
deed  on  their  home  in  the  amount  of  $1,300.  This  security  wasto  be 
released  by  the  dealer  once  the  Gentrys  had  proved  their  reliability  by 
making  $1,300  in  payments  under  the  sale  contract.  When  the  Gentrys 
had  made  $1,500  in  payments,  they  inquired  about  the  release  of  the 
deed  and  were  told  that  it  could  not  be  granted. 

Upon  consulting  an  attorney,  the  Gentrys  discovered  for  the  first 
time  that  they  had  not  been  given  a  copy  of  a  contract  of  sale,  but 
rather  of  a  lease  agreement,  and  that  under  the  agreement  they  would 
be  paying  almost  $4,000  in  monthly  installments  over  four  years  with- 
out getting  a  cent  of  equity  in  the  automobile,  and  would  have  to  pay 
an  additional  $1,000  the  fifth  year  to  acquire  title  to  the  car.  They  filed 
suit,  won  a  judgment  on  the  grounds  of  fraud,  and  were  awarded 
the  payments  they  had  made,  return  of  the  deed,  and  punitive  dam- 
ages. The  dealer  filed  an  appeal  and,  pending  its  outcome,  refused  to 
release  the  deed. 

Meanwhile,  the  elder  Gentrys,  both  unemployed  and  in  their  late 
70 's,  sought  to  consolidate  payments  on  their  first  and  second  deeds 
so  that  they  could  pay  them  off  together  from  their  monthly  pension 
check  in  one  reduced  payment.  Consolidation  was  prevented  by  reason 
of  the  outstanding  deed  held  by  the  dealer,  and  foreclosure  proceedings 
against  the  home  were  instituted. 

Hazel  Gary,  who  bought  an  automobile  on  a  sale  contract  running 
for  60  months,  and  under  which  she  was  paying  a  total  of  $2,784  for  a 
vehicle  whose  cash  price  was  $1,645,  was  induced  to  give  a  deed  as 
security  only  after  she  was  virtually  forced  into  a  deal  by  reason  of 
not  being  able  to  leave  the  lot  because  her  old  car  had  been  hidden 
from  her,  and  only  after  assurances  from  the  salesman  that  this  taking 
of  the  deed  would  not  encumber  her  property  in  any  way. 
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It  is  clear  that,  if  a  customer  cannot  satisfy  the  credit  requirements 
of  the  bank  or  finance  company  which  buys  a  dealer's  contracts  unless 
he  mortgages  his  real  property  as  security,  he  should  not  be  entering 
into  the  transaction  he  is  agreeing  to  enter.  The  holder  of  his  contract 
has  not  only  the  security  of  the  automobile  itself,  but  of  the  buyer's 
home  as  well,  and  is  enabled  in  this  manner  not  only  to  look  to  the  realty 
to  satisfy  its  claims,  but  also  to  a  deficiency  judgment  taken  on  the  sale 
contract".  The  buyer  is  thus  subjected  to  tremendous  pressures  not  only 
to  make  his  payments,  but  is  also  subject  to  effective  harassment  m 
any  case  where  there  is  any  sort  of  dispute  or  falling-out  between 
the  parties  to  a  sale.  A  buyer  who  is  unhappy  with  a  sale  in  which  he 
feels  there  is  fraud  or  illegality  involved,  m'ky  be  dissuaded  from  tak- 
ing the  legal  action  he  otherwise  might  take  for  fear  of  losing  his  real 
property  in  the  process.  It  is  a  situation  probably  not  intended  or  even 
discussed  by  the  Legislature  when  it  first  regulated  the  sale  of  auto- 
mobiles. 

A  number  of  these  problems  involving  the  taking  of  a  trust  deed 
were  summarized  by  J.  Wallace  McKnight,  an  attorney  who  appeared 
at  the  May  hearing,  who  testified: 

''Very  often  the  buyer  doesn't  appreciate  the  significance  of  a 
paper  like  a  trust  deed  when  he  signs  it.  And,  having  signed  it, 
he  presents,  when  he  comes  to  an  attorney,  complaining  about  in- 
correct statements  of  down  payment,  or  complaining  that  tlie 
monthly  payments  are  in  excess  of  what  he  expects  them  to  be, 
he  presents  an  entirely  different  problem  to  an  attorney  from 
what  he  would  if  that  trust  deed  were  not  in  effect. 

"It  places  his  home  at  stake  *  *  *  rather  than  the  five  or  six 
hundred  dollars  down  payment  that  he  has  made.  And  it  is  very 
difficult  to  advise  a  client  what  he  can  safely  do. 

"You  can  say  to  him,  'Well,  now,  if  the  judge  believes  you,_then 
this  will  be  declared  illegal  and  unenforceable.  But  if  the  judge 
doesn't  believe  you,  then  you  are  risking  your  home.' 

"Many  buyers  are  afraid  to  take  this  risk.  And  also,  a  great 
many  humble  buyers  think  that  anything  that  is  in  writing  is 
binding  upon  them,  no  matter  what  they  may  say.  So  many,  many 
people  who  have  been  victimized  exceedingly  are  afraid  to  risk 
the  consequences  in  court.  And  the  consequences  are  increased 
when  there  is  a  trust  deed  involved.  _    . 

"Also,  I  have  known  of  a  number  of  cases  where  the  victim 
didn't  know  there  was  a  trust  deed.  He  signed  papers,  and  he 
didn't  find  until  later  on  that  one  of  them  was  a  trust  deed." 

SELLING  OF  USED  AUTOMOBILES  AS  "DEMONSTRATORS"; 
ALTERATION  OF  MILEAGE  TOTALS  ON  SPEEDOMETERS 

Some  dealers  misrepresent  used  cars  as  being  "demonstrators"  and 
thereby  command  a  better  price  for  them.  Some  dealers,  also,  alter 
downward  the  mileage  totals  on  used  automobiles  they  acquire  and 
represent  them  to  customers  as  having  traveled  the  lesser  number  of 
miles.  The  committee  has  no  way  of  determining  how  often  such  alter- 
ations and  misrepresentations  are  made,  but  its  knowledge  of  even  a 
few  such  cases,  two  of  which  are  summarized  below,  indicates  that 
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existing  prohibitions  of  snch  fraud  on  the  part  of  dealers  and/or  in- 
vestigation and  enforcement  in  this  area  by  the  Department  of  Motor 
Vehicles  is  not  sufficient  to  deter  these  practices. 

Miss  Margie  Regan  testified  at  the  May  hearing  that  the  Chevrolet 
she  had  purchased  had  been  represented  to  her  as  a  new  automobile; 
that  she  had  several  times  said  specifically  that  she  wanted  only  a  new 
automobile;  that  she  had  noticed  that  the  automobile  already  had  li- 
cense plates,  but  that  the  salesman  had  told  her  that  another  man  had 
taken  the  car  home  with  him  overnight  but  his  wife  refused  to  go  along 
with  the  deal  and  the  vehicle  was  returned  the  next  day. 

One  or  two  days  after  buying  the  car,  Miss  Regan  noticed  that  the 
speedometer  was  not  working  and  still  registered  the  29  miles  it  had 
on  it  at  the  time  of  purchase.  The  dealer  replaced  the  speedometer 
Shortly  thereafter,  upon  being  told  by  a  repair  shop  that  she  should 
have  received  a  new  car  warranty,  she  returned  to  the  dealer  and  re- 
quested such  a  warranty.  The  request  was  resisted  on  the  ground  that, 
since  the  car  had  been  taken  home  overnight,  it  w^as  a  used  car,  but  the 
dealer  finallv  agreed  to  give  Miss  Regan  a  warranty  book. 

When  the  automobile  developed  trouble  a  few  months  later  on  a 
trip  to  Utah,  a  service  station  manager  refused  to  honor  the  warranty 
because  he  thought  the  car  was  not  new,  and  another  station  manager 
subsequently  told  her  that  one  of  her  tires  was  worn  through  to  the 
cord  and  expressed  surprise  at  such  wear  for  a  tire  on  a  new  car.  Back 
in  Los  Angeles,  Miss  Regan  checked  with  the  Service  Department  of 
Chevrolet  Division  and  was  advised  that  her  automobile  had  been  used 
as  a  demonstrator  model.  When  she  subsequently  came  to  the  commit- 
tee, inquiry  was  made  of  the  Department  of  Motor  Vehicles  and  it  was 
discovered  that  the  automobile  had  been  sold,  and  registered,  on  two 
previous  occasions  and  had,  in  fact,  been  repossessed  from  one  owner 
two  months  after  he  had  bought  it. 

Mr.  and  JMrs.  Andrew  Roman  of  North  Hollywood  advised  the  com- 
mittee that  they  purchased  a  1959  Buick  represented  to  them  as  a 
demonstrator  and  showing  4,580  miles  on  the  speedometer  at  the  time 
of  purchase.  Upon  taking  it  in  for  a  lubrication  and  oil  change  shortly 
thereafter,  they  discovered  a  lubrication  ticket  on  the  door  indicating 
that  the  automobile  had  last  been  served  at  15,848  miles.  On  a  subse- 
quent visit  to  the  dealer  for  repairs  on  the  new  car,  Mr.  Roman  saw  the 
1955  Buick  he  had  traded  in  for  the  1959  model  standing  on  the  used 
car  lot.  He  noticed  that  the  speedometer  indicated  a  mileage  of  34,430 
miles.  At  the  time  of  trade-in,  however,  the  older  car,  which  had  been 
purchased  new  by  the  Romans  in  1955  and  had  been  driven  only  by 
them  since  that  time,  had  had  a  mileage  of  57,436  on  the  speeclometer. 
The  probable  reason  for  most  such  situations  as  these,  in  which  auto- 
mobiles have  been  let  out  for  some  time,  then  reacquired  and  resold  as 
new,  is  a  result  of  sales  tactics  employed  with  a  prior  customer  with 
whom  an  attempted  deal  has  fallen  through.  In  order  to  get  a  customer 
to  feel  that  he  is  committed  to  a  deal,  a  dealer  will  let  him  take  the 
car  off  the  lot  for  a  night  or  perhaps  a  few  days  (called,  in  the  trade, 
"putting  the  car  out  for  a  ride"),  while  the  customer's  credit  is  being 
checked.  If  the  credit  check  is  satisfactory,  the  dealer  is  in  a  better 
position  to  get  the  kind  of  deal  he  wants  because  the  customer  believes 
he  is  obligated  by  his  use  of  the  vehicle.  (It  is  in  circumstances  such  as 
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these  that  a  dealer  may  have  his  greatest  success  in  requiring  a  pick-up 
payment  or  in  getting  the  customer's  signature  on  a  rewritten  contract 
containing  terms  more  advantageous  to  the  dealer  than  those  originally 
agreed  upon.)  If  the  customer's  credit  is  not  satisfactory,  the  dealer 
takes  the  automobile  back  in  and  resells  it  as  a  new  automobile  when, 
actually,  it  has  already  been  sold  and  registered  to  another  owner. 

UNJUSTIFIABLE  RETENTION  OF  DEPOSITS 

Another  abuse  which  should  be  mentioned  is  that  of  the  retention  by 
a  dealer  of  a  cash  down  payment  or  a  small  "faith  money"  deposit 
beyond  the  time  Avhen  an  attempted  deal  has  failed  of  consummation, 
as  a  means  of  applying  pressure  on  the  customer  either  to  go  through 
with  a  transaction  he  does  not  want  or  to  agree  to  another  deal.  A  case 
in  point  is  the  following  one  from  the  files  of  the  committee. 

Mrs.  Ardra  Cummings  of  Los  Angeles  went  to  a  local  dealer  on  De- 
cember 14,  1959,  to  buy  a  used  car.  She  saw  one  she  liked  and  decided 
to  purchase  it.  The  price  of  the  automobile  was  $830,  and  she  was  asked 
to  make  a  $300  down  paj-ment.  She  explained  to  the  salesman  that  she 
could  only  give  him  $130  that  day ;  he  said  to  give  him  the  $130  and  he 
would  write  the  contract  up  and  the  finance  company  would  pay  her 
the  remainder  of  the  down  payment,  which  would  be  included  in  the 
$700  balance.  She  signed  the  contract,  which  was  blank,  and  took  the 
car  home. 

Mrs.  Cummings  had  a  great  deal  of  trouble  with  the  car.  It  stopped 
dead  at  every  stop  sign,  the  brakes  did  not  work  properly,  and  there 
were  other  things  wrong.  She  took  the  automobile  back  to  the  dealer 
the  next  day  and  was  told  to  leave  it,  and  they  would  fix  it  up.  She 
came  back  again  the  following  day  and  asked  if  it  was  ready ;  they  said 
it  was,  but  this  time  it  did  not  work  at  all  and  could  not  even  be  driven 
off  the  lot.  She  w^as  then  told  she  would  have  to  go  over  to  the  finance 
company  and  sign  some  papers.  She  asked  if  that  meant  there  would 
be  two  monthly  payments  to  make,  and  the  salesman  told  her  there 
would  be  only  one.  When  she  asked  why  the  papers  could  not  be  signed 
at  the  dealer's,  she  was  only  told  they  had  to  be  signed  at  the  finance 
company.  She  then  said  she  would  not  do  that  until  the  car  was  fixed 
so  that  it  would  w^ork.  When  she  returned  to  the  dealer  two  days  later, 
the  car  was  no  longer  on  the  lot. 

Mrs.  Cummings'  statement  concludes: 

"I  still  don't  have  the  car  and  they're  keeping  my  $130.  They 
won 't  give  it  back  to  me  but  tell  me  to  buy  another  car,  but  I  don 't 
want  to  go  and  deal  there  any  more  because  I  don't  trust  them  and 
I  think  it  will  be  a  case  of  being  gypped  again.  They  say  the  money 
will  be  there  until  I  come  in  to  purchase  another  car  and  I  will 
have  that  much  down  on  whichever  car  I  buy  *  *  *  I  have  been 
to  see  a  lawyer  through  my  union  and  I  am  told  it  would  cost  me 
more  than  the  $130  to  get  my  $130  back.  My  take-home  pay  is 

about  $62  a  week,  so  if  I  can't  get  this  money  back  from ,  I'm 

out  two  weeks '  pay. ' ' 

A  letter  addressed  to  the  committee  chairman  dated  September  20, 
1960,  from  the  District  Attorney's  Office  of  San  Mateo  County,  dis- 
cusses the  same  subject  and  reads,  in  part,  as  follows : 
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"A  survey  of  the  complaints  in  our  various  offices  indicates  that 
the  main  difficulty  with  automobile  dealers  in  this  county  arises 
from  the  use  of  '  come-on '  transactions.  In  a  typical_  case  the  pur- 
chaser makes  a  contract  with  a  salesman  at  a  certain  fixed  price, 
gives  a  down  payment,  and  is  told  to  return  the  next  day.  Upon 
his  return,  the  purchaser  is  informed  that  the  Sales  Manager  would 
not  approve  the  transaction  and  that  the  price  of  the  vehicle  is 
actually  more  than  previously  agreed  upon.  This  leaves  the  pur- 
chaser ivith  the  alternative  of  paying  the  higher  price  or  of  having 
to  fight  for  his  deposit}  "Where  the  deposit  is  cash,  the  situation  is 
bad  enough.  Where  the  purchaser  has  given  the  dealer  his  auto- 
mobile and  pink  slip  as  a  trade-in,  the  situation  is  very  grave 
indeed,  since  the  dealer  refuses  to  return  the  trade-in  vehicle. 
Usually  the  trade-in  car  is  not  of  exceptional  value  and  the  legal 
fees  entailed  in  regaining  the  car  in  a  court  action  approximate 
either  the  value  of  "the  car  or  the  difference  in  price  demanded  by 
the  dealer.  Although  it  may  seem  that  it  would  take  a  gullible 
person  indeed  to  be  caught  in  the  mesh  of  such  a  transaction,  the 
incidence  of  this  sort  of  transaction  is  all  too  frequent  indeed. 
Vsuallij  the  customer  ends  up  paying  the  increased  price? 

"As  far  as  a  solution  to  the  above  problem  is  concerned,  it  is  my 
opinion  that  it  would  be  stopped  if  the  automobile  dealer  were 
made  responsible  for  the  attorney's  fees  of  the  purchaser.  In  most 
cases  it  is  the  reluctance  of  the  purchaser  to  pay  an  attorney's  fee 
which  makes  him  'knuckle  under'  to  the  dealer's  demands.  If  the 
dealers  were  responsible  for  the  attorney's  fees  in  automobile 
transactions,  I  feel  that  many  of  the  abuses  now  so  prevalent 
would  be  greatly  diminished. ' ' 

The  committee  has  knowledge  of  several  cases  where  buyers  were 
asked  to  make  small  deposits  (usually  of  $25)  before  any  deal  at  all 
was  even  discussed,  and  where  the  return  of  the  deposit  has  been  re- 
fused by  the  dealer  when  the  customer  failed  to  purchase  an  auto- 
mobile, in  none  of  these  cases  has  the  customer  succeeded  in  retrieving 
his  money. 

ABUSIVE  SALES  TACTICS 

The  majority  of  legitimate  complaints  involving  the  sale  of  automo- 
biles arise  from  transactions  involving  large-volume  dealers  who  use 
high-pressure  tactics  to  sell  large  numbers  of  automobiles,  mainly  to 
buyers  in  relatively  low  economic  brackets.  To  a  certain  extent,  the 
methods  of  doing  business  of  the  large  dealers  influence  the  methods  of 
smaller  dealers,  many  of  whom  must  compete  with  the  former  to  remain 
in  business.  The  attitude  of  automobile  manufacturers  likewise  fosters 
competition,  because  the  manufacturers  generally  eliminate  the  smaller 
dealerships  first  in  periods  of  retrenchment. 

The  fact  that  the  automobile  business  is  by  nature  a  very  competitive 
business  naturally  results  in  the  employment  of  competitive  sales  meth- 
ods. To  the  extent  that  such  a  situation  strengthens  the  environment 
of  free  enterprise  in  that  business,  it  is  all  to  the  good.  To  the  extent, 

1  Emphasis  added. 

2  Emphasis  added. 
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however,  that  the  bounds  of  honesty  and  fairness  in  dealing  with  the 
public  are  over-reached  by  some  dealers,  the  respect  and  trust  in  which 
the  public  holds  all  car  dealers  is  bound  to  suffer,  and  both  the  public 
and  the  honest  dealers  are  hurt  financially. 

Some  of  the  types  of  abusive  sales  tactics  employed  by  some  dealers 
are  summarized  below.  These  tactics  are  used  for  the  purpose  of  cre- 
ating a  specific  atmosphere  in  which  a  deal  is  to  be  transacted,  an 
atmosphere  in  which  the  average  consumer,  unacquainted  with  sales 
methods  other  than  the  normal  fixed-price  retail  situation  with  which 
he  is  familiar  and  to  which  he  has  become  accustomed  throughout  his 
economic  life,  is  put  at  an  immediate  disadvantage  regardless  of  the 
integrity  of  the  dealer.  Where  the  dealer's  sales  force  takes  undue 
advantage  of  a  customer,  the  latter  is  put  at  a  truly  great  disadvantage. 

(1)   Extended  Period  of  Time  of  Negofiafion 

Of  the  five  complainants  appearing  before  the  committee  w^hose  testi- 
mony included  statements  of  the  lengths  of  time  spent  on  the  dealers' 
premises  on  the  first  visit  there,  the  average  time  so  spent  was  just  over 
four  hours.  Most  of  the  time  was  spent  waiting— for  the  salesman  to 
reappear  from  the  back  office  with  the  verdict  of  whether  or  not  the 
sales  manager  would  accept  the  customer's  latest  offer.  Generally,  the 
wait  extends  far  into  the  evening,  or  substantially  past  a  dinner  hour. 
The  salesman  who  has  disappeared  is  not,  in  fact,  discussing  the  deal  at 
such  length  with  his  superiors.  He  is  purposely  making  the  customer 
wait.  After  an  hour  or  two  by  himself  the  latter  will  be  anxious  to  get 
home,  physically  tired  of  waiting,  psychologically  tired  of  negotiating 
further  at  greater  length,  and  will  be  more  prepared  to  conclude  an 
agreement  and  to  make  some  concessions  than  he  was  at  the  beginning 
of  his  visit. 

Evangeline  Yatco  testifi^ecl,  at  the  May  hearing : 

"We  were  getting  tired.  We  wanted  to  get  out  of  there  because 
we  had  been  there  so  long,  so  I  kept  on  telling  him  [salesman], 
'Let's  go.'  And  he  would  discuss  other  things,  and  he  tried  to 
delay  us. 

"In  other  words,  we  were  there  waiting  and  waiting,  while  he 
kept  on  going  out,  and  then  he  would  come  back  in  and  we  were 
so  tired—" 

Chairman  Rees:  How  many  hours  did  you  spend  there? 
Miss  Yatco :  About  five  hours. 

The  five-hour  delay  was  engineered  primarily  by  the  shuttling  of 
Miss  Yatco  back  and  forth  between  two  rooms  and  by  ha^^dng  her  sign 
numerous  papers.  When  the  time  came  for  her  to  sign  the  final  papers, 
she  was  induced  to  sign  a  blank  contract  since  ' '  the  secretary  had  gone 
home  and  could  not  type  up  the  contract  until  the  next  day."  The 
blank  contract  blossomed  into  her  subsequent  difficulties. 

Mr.  and  Mrs.  Richard  Mrozek  were  kept  waiting  on  the  lot  from  6.30 
to  11.30  on  a  cold,  foggy  April  night  in  San  Francisco  with  their  two 
small,  screaming  children  while  their  trade-in  was  being  "appraised" 
(they  did  not  see  it  again)  and  while  their  salesman  was  "called  to  the 
telephone"  several  times.  The  reason  for  the  delay  was  to  enable  the 
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salesman  to  get  their  signatures  on  a  series  of  contracts,  the  first  of 
which  was  filled  out  and  embodied  the  agreed-upon  terms,  the  rest  of 
which — signed  late  in  the  evening — were  blank.  They  received  a  copy 
only  of  one  of  the  latter,  with  terms  different  from  and  less  favorable 
than  those  on  the  first  contract. 

(2)  Superfluous  Documents 

The  customer  may  be  asked  to  sign  several  contracts,  or  sets  of  docu- 
ments, during  his  visit  to  the  dealer.  Sometimes  the  papers  are  filled 
out;  sometimes  they  are  blank.  In  all  cases,  their  use  is  a  means  of 
preventing  the  customer  from  knowing,  at  any  given  moment,  whether 
he  is  bound  on  any  contract  and,  if  he  is,  what  the  exact  terms  of  the 
contract  are.  It  is  also  a  means  of  inducing  a  customer  to  sign  papers 
which  he  believes  to  be  mere  formalities,  or  complementary  to  a  contract 
he  thinks  is  already  agreed  to,  but  which  in  fact  turn  out  to  be  them- 
selves the  final  documents.  Likewise,  the  customer  may  sign  a  com- 
pleted contract  whose  provisions  are  to  his  liking,  and  be  asked  to  sign 
additional  papers  stapled  beneath  it  which  are  supposedly  copies  of  the 
top  paper,  but  which  in  fact  are  blank  contract  forms  or  even  completed 
contracts  with  provisions  different  from  those  contained  in  the  first 
paper.  In  general,  the  use  of  superfluous  documents  is  similar  to  the 
use  that  can  be  made  of  purchase  orders  (supra). 

(3)  Hiding  of  Customer's  Automobile  ("Bushing") 

Salesmen  can  increase  the  chances  of  their  consummating  a  sale  by 
depriving  a  prospective  buyer  of  the  automobile  in  which  he  drove  to 
the  lot.  This  can  be  done  by  telling  the  customer  that  the  car  has  been 
taken  away  to  be  appraised  (see  Mrozek  case,  supra),  or  by  simply  driv- 
ing the  car  out  of  sight  and  maintaining,  if  asked  its  whereabouts,  that 
nothing  is  known  about  it.  In  either  case,  the  customer  may  feel  phys- 
ically trapped  on  the  premises;  he  certainly  will  feel  that  he  must 
remain  there  until  his  car  is  returned.  In  both  situations  his  physical 
presence  will  enable  the  salesman  to  continue  trying  to  sell  him  a  new 
automobile,  and  he  probably  will  be  psychologically  more  prepared  to 
make  a  purchase  than  if  he  knew  he  could  simply  get  into  his  old  car 
and  drive  away. 

Mrs.  Hazel  Gary  testified  at  the  May  hearing  that,  after  spending 
some  time  on  the  dealer's  lot,  she  found  the  negotiations  fruitless  and 
disagreeable  and  undertook  to  leave  the  place,  but  that  she  could  not 
find  her  own  automobile  (a  Nash)  and  no  one  would  tell  her  where  it 
was.  She  could  not  get  away. 

Chairman  Rees :  When  you  wanted  to  get  out  and  get  in  your  car 
and  drive  away,  you  just  couldn't  find  the  Nash? 

Mrs.  Gary:  No.  I  asked  three  times  definitely,  "Wliere  is  my 
car?"  Because  I  wanted  to  get  out  and  drive  away.  They  said, 
"Well,  I  don't  know  where  it  is.  Maybe  so-and-so  knows."  And 
you  couldn't  find  anybody  around  there.  Nobody  knew  where  any- 
body was,  there  are  so  many  of  them  running  around  here,  there 
and  everywhere.  You  ask  somebody  and,  "Oh,  I  don't  know.  Maybe 
he  is  over  there." 

At  the  end  of  two  hours,  Mrs.  Gary  bought  a  new  automobile,  signed 
the  papers  and  immediately  thereafter  got  into  the  new  car  to  drive 
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home.  Already  inside,  neatly  piled  on  the  front  seat,  were  all  the  per- 
sonal effects  that  had  been  in  the  trunk  and  glove  compartment  of  her 
old,  missing  Nash. 

(4)  Miscellaneous  Sales  Methods 

Robert  Fall,  Secretary-Treasurer  of  Automobile  Salesmen's  Union 
Local  1056  of  the  Retail  Clerks  International  Association,  AFL-CIO, 
testified  at  length  at  the  May  hearing  concerning  the  sales  methods  em- 
ployed by  some  dealers  and  salesmen  with  whom  he  was  familiar,  and 
also  talked  at  length  with  the  committee  staff  at  other  times  about 
various  other  aspects  of  the  same  subject.  His  point  of  view,  of  course, 
was  that  of  the  unionized  salesman,  and  he  spoke  of  the  squeeze  in 
which  some  salesmen  find  themselves  as  only  one  of  a  number  of  dealer 
representatives  to  be  involved  in  a  single  transaction.  Whereas  an  hon- 
est salesman  would  like  to  be  in  a  position  where  he  is  basically  a  seller 
of  automobiles  and  an  expert  on  customers'  automotive  needs,  and 
where  he  is  paid  a  guaranteed  salary,  he  may  find  himself  having  to 
push  financing  and  insurance  as  well,  or  he  maj^  also  find  himself  hav- 
ing to  split  his  selling  and,  consequently,  his  commissions,  with  other 
personnel  whose  primary  job  is  to  sell  the  financing  or  the  insurance. 

Mr.  Fall  described  the  TO  or  "take-over"  system  under  which  some 
dealerships  operate.  When  a  customer  comes  in  and  tells  the  salesman 
he  wants  100  percent  financing,  or  wants  to  consolidate  his  debts,  the 
salesman  writes  up  the  best  deal  he  can  get  and  then  takes  the  buyer  to 
a  TO  man. 

"So  they  write  up  this  deal  and  he  picks  this  car  out  and  he 
takes  him  to  the  TO  man.  Now,  the  TO  man  sets  up  the  deal  by 
finding  out  just  how  far  he  can  go  with  the  fellow.  In  the  mean- 
time, even  though  the  salesman  knows  that  this  sale  is  a  cinch  sale, 
he  has  to  take  it  to  the  TO  man,  who  takes  a  cut  of  his  commission. 
But  that  isn't  enough.  They  are  are  not  going  to  let  the  salesman 
get  away  so  easy,  because  this  is  an  easy  pigeon.  Why  let  the  sales- 
man have  all  the  gravy  ? 

' '  So  they  are  going  to  take  this  guy  to  the  finance  manager  who 
takes  another  cut  for  getting  a  loan  for  this  pigeon  who  could  go 
down  and  get  a  loan  for  himself.  They  even  charge  the  salesman 
for  the  customer  getting  the  loan. 

"The  customer  has  to  pay  for  the  loan,  too,  but  they  charge 
the  salesman  for  it.  So  this  is  how  the  TO  system  works." 

A  customer  who  shops  at  a  large-volume  lot  will  often  find  himself 
involved  with  two  or  more  salesmen.  Different  salesmen  will  offer 
different  terms  to  him  and  extract  different  offers  from  him,  so  that  he 
is  unsure  finally  just  where  he  stands  and  with  whom.  He  may  find 
that  he  has  reached  an  apparent  agreement  with  one  salesman  only  to 
have  another  bring  a  contract  embodying  other  terms  for  his  signature. 
It  is  all  a  way  of  keeping  a  buyer  off  balance  and  of  confusing  him  with 
respect  to  the  responsibility  and  authority  of  any  single  individual 
with  whom  he  has  been  dealing. 

The  shift  from  one  salesman  to  another  may  be  casual  and  appar- 
ently happenstance,  as  when  a  second  salesman  appears  and  apologizes 
for  the  other 's  absence :  ' '  Joe  was  called  to  the  phone  on  another  deal 
he  is  working  on  and  asked  me  to  help  him  out  with  you  folks  for  a 
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while."  Or  it  may  be  made  very  obvious,  as  when  the  first  salesman, 
unable  to  get  quite  the  deal  he  wants,  calls  to  another  to  take  over: 
"Bob,  come  over  here  for  a  minute,  will  you.  Maybe  you'll  have  better 
luck  with  these  people  than  I  have.  I  've  chopped  their  payments  down 
as  much  as  I  possibly  can  and  I'm  cutting  my  commission  in  half  to 
get  them  the  deal  they  said  they  wanted,  but  now  they  don't  seem  to 
like  it  any  more.  Maybe  you  can  work  something  out  with  them." 
Salesman  No.  1  walks  off  in  anger,  leaving  the  customers  feeling  upset 
and  wondering  whether  they  have  not,  after  all,  been  a  little  unreason- 
able with  them.  Salesman  No.  2  is  very  pleasant  and  understanding, 
and  affords  them  the  opportunity  to  redeem  their  good  standing  by 
reaching  a  fairly  quick  agreement. 

A  few  dealers  resort  to  the  use  of  small  customer  booths  that  are 
piped  for  sound  ("hot  boxes")  to  help  them  land  their  customers.  The 
booths  are  used  as  a  means  of  ascertaining  the  customer's  thinking 
and  frame  of  mind,  and  to  capitalize  upon  that  knowledge.  For  exam- 
ple :  the  salesman  is  attempting  to  write  a  deal  that  calls  for  monthly 
payments  of  $100,  but  he  is  not  yet  successful  and  he  is  not  certain 
how  near  he  may  be  to  reaching  a  satisfactory  agreement  of  any  kind. 
He  excuses  himself  for  a  few  minutes,  leaving  his  customers  alone  in 
the  booth  to  talk  among  themselves,  and  goes  into  a  back  office  to 
listen  to  them.  He  hears  a  conversation  that  concludes  with  the  wife's 
agreeing:  "If  we  can  pay  $85  a  month,  it's  OK  with  me.  That  way  we 
can  make  these  payments  all  right  and  still  get  by  with  the  furniture 
loan  also."  The  salesman  soon  returns  to  his  customers,  armed  with 
the  knowledge  of  their  private  thoughts,  and  asks  whether  they  could 
afford  "about  $85  a  month"?  He  has  figured  out  that  a  30-month 
contract  at  $85  a  month  is  a  little  better  even  than  the  24-month 
contract  at  $100  a  month  he  was  trying  to  write,  and  his  customers, 
who  had  been  thinking  only  of  their  monthly  obligation  and  not  at 
all  of  the  possible  term  of  the  contract,  are  pleased  to  learn  that  the 
salesman  is  offering  the  very  terms  they  themselves  had  previously 
decided  would  fit  in  with  their  budget.  It  does  not  occur  to  them  to 
bargain  further,  and  they  jump  at  the  opportunity  to  conclude  the 
deal  on  their  own  terms. 

THE  STATE  OF  THE  LAW;  SOME  DEFICIENCIES  AND  AMBIGUITIES 

There  is  mention  at  several  earlier  points  in  this  report  of  the 
primary  reason  for  the  prevalence  of  some  of  the  abuses  in  the  field  of 
automobile  sales  and  financing.  The  reason,  stated  in  general  terms 
of  effect,  is  that  sellers  are  not  deterred  by  present  law  from  indulging 
in  the  various  types  of  malpractice  discussed  above,  and  buyers  are 
di>scouraged  by  present  law  from  seeking  legal  redress  when  they  feel 
they  have  been  wronged.  The  following  sections  delineate,  in  specific 
terms  of  cause,  some  of  the  inadequacies  of  the  law  as  it  is  presently 
written  in  California. 

(1)  Attorney's  Fees  and  Court  Costs  to  Prevailing  Party 

All  contract  forms  provide  for  the  payment  of  attorney's  fees  and 
court  costs  by  a  buyer  when  the  seller  institutes  suit  against  him  to 
enforce  a  sale  contract,  but  there  is  no  provision  in  the  law  that  awards 
such  fees  and  costs  to  a  buyer  who  prevails  in  a  suit  to  enforce  his 
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rights  under  such  a  contract,  or  who  successfully  defends  a  suit  by 
the  seller  on  the  ground  that  the  contract  is  unenforceable.  The  Unruh 
Act  of  1959  does  provide  that  the  prevailing  party  shall  be  awarded 
attorney's  fees  and  court  costs,  and  the  lack  of  a  similar  provision 
in  Civil  Code  Section  2982  seriously  hampers  the  buyer's  chances  of 
obtaining  justice. 

Automobile  dealers  make  a  practice  of  fighting  all  cases  brought 
against  them.  They  refuse  to  settle  them  and,  if  they  lose  in  the  trial 
court,  they  invariably  file  an  appeal.  They  fight  these  cases  for  three 
reasons:  (a)  they  know  they  are  likely  to  win,  but  know  also  that, 
even  should  they  lose,  they  are  unlikely  to  end  up  paying  more  on 
an  adverse  judgment  than  they  have  already  received  from  the  buyer ; 
(b)  they  fight  them,  as  a  matter  of  principle,  to  serve  notice  on  at- 
torneys who  handle  such  cases  on  behalf  of  buyers  that  they  will, 
regardless  of  the  merits  of  the  case,  be  involved  in  lengthy,  expensive, 
time-consuming  litigation;  (c)  they  may  already  have  paid  an  attorney 
an  annual  retainer  fee  and  it  will  probably  cost  them  little  or  nothing 
extra  to  contest  this  particular  suit. 

Few  lawyers  are  willing  to  undertake  the  case  of  a  potential  buyer- 
client  even  though  the  latter  may  have  an  apparently  sufficient  cause 
of  action.  The  buyer  is  more  likely  than  not  unable  to  pay  a  reasonable 
fee  in  advance,  and  a  contingent  fee  arrangement  is  unacceptable  be- 
cause it  will  be  a  great  many  months  before  judgment  can  be  obtained 
and  collected.  Even  should  "the  buyer  be  able  to  pay  in  advance,  his 
judgment,  if  obtained,  will  probably  amount  only  to  several  hundred 
dollars  and  the  attorney  cannot  charge  him  more  than  two  or  three 
hundred  dollars  for  his  services — and  such  a  fee  still  will  not  be  suffi- 
cient compensation  to  the  attorney  for  the  time  he  will  have  to  spend 
preparing  the  case  and  taking  it  to  trial. 

Testimony  concerning  this  problem  was  given  at  the  May  hearing 
by  V.  Lane  Knight,  an  El  Segundo  attorney : 

"One  man,  Leonard,  bought  a  car  and  the  price  was  $3,200, 
after  it  has  been  jacked  up  with  the  various  finance  charges.  And 
he  had  paid  for  a  year  and  he  still  owed  $2,800.  His  father 
got  sick  and  he  couldn't  pay,  so  the  finance  company  came  out  to 
repossess  the  car.  And  he  had  an  indepedent  buyer  who  would 
pay  him  $2,200,  but  he  still  owed  $2,800,  so  he  would  have  to 
dig  up  $600  to  sell  it  in  an  independent  deal. 

'*So  they  repossessed  the  car  and  spent  some  money  on  it  and 
sold  it  for  less  than  $1,500  and  billed  Leonard  for  $1,300  and 
threatened  to  garnishee  his  wages.  (Refer  to  the  subsection  on 
"Notice  of  Resale"  in  the  section  entitled  "Insufficient  Protec- 
tion for  Buyer  in  Default";  here  is  a  case  in  which  a  public  sale 
would  probably  have  brought  $700  more  than  did  this  private 
sale. ) 

"Leonard  came  to  me  and  I  made  one  call  to  the  finance  com- 
pany and  they  said,  'We  will  take  $300.'  My  arithmetic  just 
doesn't  work  that  way.  It  is  obvious  that  their  point  is  that  they 
just  want  barely  above  an  attorney's  fee.  Just  so  that  Leonard 
isn't  going  to  save  much  by  suing,  or  by  defending. 
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"Most  of  the  clients  or  prospective  clients  who  have  come  to  me 
have  been  gypped  by  less  than  $150,  $200;  just  so  that  the  cus- 
tomer can't  afford  to  do  anything  about  it.  Some  of  them  get  so 
mad  that  they  will  pay  my  fees,  win,  lose,  or  draw. ' ' 

For  these  reasons,  a  wronged  buyer,  whose  loss  is  likely  to  be  only 
a  few  hundred  dollars,  may  find  it  difficult  to  obtain  an  attorney  and 
will  be  dissuaded  from  taking  any  action  at  all.  The  implications  aris- 
ing from  this  situation  are  important.  Firstly,  the  intent  of  the  law 
will  not  be  effectuated  if  sellers  know  in  advance  that  the  risk  of  finan- 
cial loss  arising  from  their  disregard  of  the  law  is  small.  Secondly, 
if  the  Legislature  is  serious  about  its  attempted  protection  of  the 
automobile  buyer  and  is  unwilling  to  provide  effective  means  of  self- 
help  through  legal  processes  for  the  wronged  individual,  it  will  have 
to  implement  its  laws  by  providing  for  the  intervention  in  this  area 
by  governmental  agencies  such  as  the  Department  of  Motor  Vehicles, 
Consumer  Counsel,  or  Department  of  Justice.  It  is  submitted  that  the 
preferable  way  of  affording  protection  to  the  individual  is  to  arm 
him  sufficiently  so  that  he  is  enabled  to  prosecute  his  own  cause  in  the 
courts. 

(2)  The  Measure  of  Recovery 

Civil  Code  Section  2982(e)  provides: 

"If  the  seller,  except  as  the  result  of  an  accidental  or  bona  fide 
error  in  computation,  shall  violate  any  provision  of  subdivisions 
(c),  or  (d)  of  this  section  the  conditional  sale  contract  shall  not 
be  enforceable,  except  by  a  bona  fide  purchaser  for  value,  and  the 
buyer  may  recover  from  the  seller  in  a  civil  action  the  total  amount 
paid  on  the  contract  balance  by  the  buyer  to  the  seller  or  his  as- 
signee pursuant  to  the  terms  of  such  contract." 

Subdivision  (c)  establishes  the  maximum  permitted  time  price  differ- 
ential, or  finance  charge,  and  subdivision  (d)  provides  for  a  refund 
credit  to  a  buyer  who  satisfies  his  indebtedness  under  the  contract  prior 
to  its  maturity,  and  specifies  the  permissible  minimum  amount  of  such 
refund  credit. 

Although  Section  2982(e)  applies  by  its  own  terms  only  to  violations 
of  subdivisions  (c)  and  (d),  the  courts  have  held  that  a. violation  of  any 
of  the  provisions  of  subdivisions  (a)  and  (b)  shall  also  render  the 
contract  unenforceable  and  that  a  buyer  who  has  made  payments  to 
the  seller  under  such  a  contract  can  recover  them  [Carter  v.  Seaboard 
Finance  Co.  (1949),  33  C.  2d  564].  Subdivision  (a)  requires  that  the 
contract  be  in  writing,  with  specified  contents,  and  that  an  exact  copy 
be  delivered  to  the  buyer;  subdivision  (b)  requires  the  seller  to  furnish 
the  buyer  who  pays  for  insurance  under  the  contract  with  an  exact 
copy  of  the  insurance  policy. 

Some  of  the  ambiguities  of  Section  2982  have  been  resolved  by  the 
courts.  Absent  the  holding  of  the  Carter  case,  for  example,  there  is 
no  penalty  provided  by  law  where  a  seller  entirely  disregards  the  sub- 
stantial and  specific  requirements  of  subdivision  (a).  The  courts  have 
likewise  clarified  omissions  in  the  law  by  holding  that  the  items  re- 
quired by  that  subdivision  to  be  included  in  the  contract  must  be 
stated  in  the  contract  at  the  time  the  buyer  signs  it,  and  that  the 
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successful  buyer  may  recover  from  the  seller  not  only  "the  total  amount 
paid  on  the  contract  balance,"  but  also  the  amount  paid  by  the  buyer 
as  down  payment  and  the  market  value  of  his  trade-in,  if  any.  [Ctty 
Lincoln-Mercury  Co.  v.  Lindsey  (1959),  52  C.  2d  267]. 

However,  subdivision  (a)  remains  ambiguous,  as  noted  in  the  sec- 
tion on  "Failure  to  Deliver  Fully  Executed  Copy  of  Contract  at  Time 
of  Sale,"  supra,  in  that  it  does  not  require  that  a  copy  of  the  contract 
be  given  the  buyer  until  it  is  fully  executed  regardless  of  when  the 
seller  finally  executes  it. 

Despite  this  judicial  surgery,  the  present  law  remains  inadequate 
and  ambiguous.  The  most  important  of  such  areas  are  described  below. 

(a)  The  Dealer's  Offset.  Because  Section  2982(e)  provides  that  a 
contract  is  not  enforceable  only  when  the  seller  has  violated  provisions 
of  subdivisions  (c)  or  (d),  the  courts,  in  extending  the  application  of 
this  penalty  to  subdivision  (a)  and  (b),  have  differentiated  between 
the  two  latter  subdivisions  and  the  two  former  ones.  The  requirements 
of  subdivisions  (a)  and  (b),  which  are  designed  to  enable  the  buyer 
to  know  just  what  his  deal  is,  have  been  termed  "formal" ;  the  require- 
ments of  subdivisions  (c)  and  (d),  which  are  directed  at  excessive 
charges  which  are  akin  to  usury  but  to  which,  by  common  law,  the 
usury  statutes  do  not  apply  (because  a  finance  charge  is  only  a  charge 
for  the  extension  of  credit  but  is  not  compensation  for  the  loan  of 
money  and,  therefore,  not  "interest"),  are  termed  "substantive    . 

A  seller  who  is  guilty  of  intentional  "formal"  violations  is  allowed 
an  offset  against  the  buyer's  recovery  "in  an  amount  representing  the 
depreciation  in  value  of  the  car  occasioned  by  the  use  made  ot  it  by 
the  buyer  while  in  his  possession,  which  necessarily  excludes  any  allow- 
ance for  depreciation  resulting  from  a  general  decline  m^e  market 
value  of  such  automobile  during  the  period  in  question  .  [WilhamsY. 
Caruso  Enterprises  (1956),  140  Cal.  Ap.  2d  Supp.  973].  A  seller  who 
is  guilty  of  intentional  "substantive"  violations  is  penalized  by  not 
allowing  him  an  offset. 

The  courts  are  not  only  hesitant  to  prescribe  a  harsh  penalty  for 
violations  of  subdivisions  (a)  and  (b)  (for  which  the  Legislature  has 
neglected  to  provide  any  penalty),  but  they  also  seem  to  believe,  and 
the  terminology  of  their  dichotomy  itself  implies,  that  violations  of 
the  "substantive"  requirements  of  subdivisions  (c)  and  (d)  are  more 
serious  than  violations  of  the  "formal"  requirements  of  subdivisions 
(a)  and  (b). 

The  opposite  is  true.  Many  of  the  practices  described  in  the  sections 
above  have  to  do  with  matters  regulated  by  Section  2982(a)  and  (b), 
but  none  relate  to  the  matters  regulated  by  Section  2982(c)  and  (d). 
Those  practices  which  are  illegal  are  so  because  they  are  violations  of 
2982(a),  but  not  of  the  other  subdivisions  of  Section  2982.  The  reason 
is,  obviously,  that  the  many  facets  of  writing  a  sale  contract  where 
there  is  room  for  abuse  are  mostly  covered  by  the  "formal"  require- 
ments of  the  law,  and  not  by  the  "substantive"  requirements.  However, 
the  apparent  complete  lack  of  violation  by  dealers  of  the  provisions  of 
subdivisions  (c)  and  (d)  may  well  be  because  the  courts  will  not  allow 
an  offset  to  the  dealer  in  such  cases— and  therein  may  lie  a  moral. 


AUTOMOBILE  FINANCING  33 

Why  does  the  law,  as  it  has  been  interpreted  by  the  conrts,  fail  to 
prevent  sellers  from  violating  the  "formal"  provisions  of  Section  2982? 
Why  does  the  allowance  of  an  offset  to  a  seller  who  has  violated _  those 
provisions  make  it  impossible  to  deter  him  from  violating  them  in  the 
first  place?  There  are  a  number  of  explanations.  To  begin  with,  a 
dealer  knows  in  advance  that  should  he  violate  the  law,  and  should 
the  buyer  not  be  discouraged  from  going  to  court  to  seek  redress  (as 
he  usually  is),  and  should  the  dealer  eventually  lose  the  case,  even 
then  he  will,  as  the  guilty  party,  be  allowed  an  offset  by  the  court 
against  the  judgment  recovered  by  the  buyer.  He  even  knows  that 
should  he  be  found  by  the  court  to  be  guilty  of  outright  fraud,  rather 
than  of  a  violation  of  the  statute  regulating  the  sale  of  automobiles, 
that  he  will  be  allowed  such  an  offset  [Dube  v.  Kelley  Kar  Co.  (1959), 
171  C.A.  2d  862].  He  knows  that  the  rule  of  the  Williams  case,  supra, 
under  which  the  amount  of  offset  is  to  be  determined,  is  unclear  and 
must  be  interpreted  by  each  trial  judge  to  the  best  of  his  ability,  and 
he  knows  further  that  the  judge  is  likely  to  be  impressed  with  the 
testimony  concerning  "depreciation  in  value"  given  by  expert  wit- 
nesses to  whom  only  the  dealer  has  ready  access.  And  he  knows  that 
the  mere  existence  of  the  case  law  granting  the  offset  will  lead  many 
lawyers  to  advise  their  clients  in  the  first  place  that  to  file  suit  will  be 
a  risky  and  uncertain  venture  at  best. 

The  testimony  of  attorney  J.  Wallace  McKnight  at  the  May  hearing 
described  the  buyer 's  predicament  : 

"A  buyer  goes  in  with  $1,000  cash.  He  takes  a  new  car  out.  He 
signs  a  contract  in  blank.  A  few  days  later  he  gets  a  copy  of  the 
contract  showing  that  the  payments  are  $50  a  month  more  than 
he  expected.  This  is  common. 

"So  let's  say  that  only  three  days  have  passed,  and  he  goes  to 
an  attorney  and  he  tells  the  attorney,  'I  have  given  him  $1,000. 
I  can't  make  these  additional  monthly  payments,  which  are  $50 
higher.  What  shall  I  do?' 

"The  attorney  says,  'Well,  the  contract  is  illegal.  You  have  a 
right  to  recover  from  the  dealer. ' 

"And  the  buyer  says,  'Fine.  I  will  go  get  my  $1,000.' 

"The  attorney  has  to  say,  'Well,  now,  I  can't  say  you  will  get 
$1,000.  In  fact,  I  can't  say  how  much  you  will  get,  because  from 
that  $1,000  they  can  withhold  something  which  we  call  the  offset. 
And  this  offset  which  they  can  withhold  is  the  depreciation  in  the 
value  of  this  new  car. ' 

"And  he  will  say,  'Well,  how  much  is  the  depreciation  of  the 
value  of  this  car  ? ' 

"And  the  attorney  must  say,  'Well,  it  depends  upon  what  the 
expert  witnesses  will  say,  and  whether  the  judge  will  believe  the 
expert  witnesses. ' 

"And  he  has  to  say,  'It  will  also  depend  on  an  element  which 
hasn't  yet  been  decided  by  any  of  the  California  courts:  whether 
this  depreciation  shall  include  the  drop  in  value  which  occurs  when 
the  new  car  becomes  a  used  car. ' 

"Now,  I  have  had  expert  witnesses  swear  on  a  stack  of  Bibles 
that  a  car  loses  $1,000  the  minute  it  is  driven  off  the  floor  and 
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goes  into  the  name  of  a  person  and  becomes  a  used  car.  Now  if  this 
is  a  fact,  and  certainly  expert  witnesses  can  testify  to  it,  and  the 
judge  may  believe  them  or  believe  any  place  in  between,  so  the 
man  has  to  be  told  by  the  attorney  that,  '  You  may  lose  that  whole 
$1,000  that  you  paid  to  them  three  days  ago  because  that  car  now 
is  a  secondhand  car. ' 

' '  And  this  is  small  consolation  to  the  victim,  who  thought  he  was 
signing  up  for  $100  monthly  payments,  and  the  finance  company 
expects  him  to  pay  $150  a  month. " 

Chairman  Rees :  Just  a  minute.  You  are  saying,  Mr.  McKnight, 
that  even  if  there  is  a  violation  on  the  seller's  part,  if  he  gets  the 
contract  in  blank,  which  is  prohibited  by  California  law,  then  fills 
it  in  after  it  has  already  been  signed  by  the  buyer,  fills  it  in  with 
things  not  agreed  to  by  the  buyer,  the  buyer  brings  a  suit  and, 
under  your  case,  he  would  take  a  loss  of  about  $1,000  for  his 
trouble  in  bringing  a  suit  after  he  won  the  suit  ? 

Mr.  McKnight :  He  would  take  a  loss  in  an  unknown  sum  which 
could  easily  be  $1,000,  or  could  be  more  than  $1,000.  I  have  con- 
ceived that  an  expert  witness  might  testify  that  a  Cadillac  would 
lose  maybe  $2,500.  I  mean,  he  would  be  exaggerating,  but  I  have 
seen — where  would  I  get  an  expert  witness  to  testify  to  the  con- 
trary ? 

Now,  if  an  offset  must  be  allowed,  which  I  don't  think  it  should 
be  at  all — whenever  there  is  an  offset  allowed,  it  is  going  to  en- 
courage the  dealers  to  refuse  to  give  back  the  trade-in,  and  to  give 
back  the  money,  because  they  have  got  such  a  good  chance  of 
winning.  But  if  they  are  going  to  be  allowed  some  kind  of  an  off- 
set, it  should  not  include  the  drop  in  value  caused  by  that  car 
leaving  the  sales  floor  and  becoming  a  used  car. 

The  present  state  of  the  law,  therefore,  presents  two  serious  problems 
to  the  buyer  whose  contract  is  illegal  or  fraudulent  and  who  is  dis- 
satisfied with  this  state  of  affairs.  He  knows  that  should  he  successfully 
prosecute  a  civil  action,  the  offset  allowed  the  dealer  may  be  so  large, 
or  nearly  so  large  as  the  payments  he  will  recover  from  him,  and  he  will 
thus  end  up  with  no  car  at  all  and  very  little  or  no  money  to  show 
for  it.  He  knows  also  that  the  law  as  it  now  stands  is  so  vague  and 
uncertain  that  the  results  of  a  successful  suit  cannot  be  known,  or  even 
reasonably  appraised  in  advance  of  the  judgment  itself,  and  the  dealer 
has  everything  to  gain  and  nothing  to  lose  in  fighting  the  case  as  long 
as  he  possibly  can. 

(b)  The  Value  of  the  Trade-in.  Although  Section  2982  does  not 
categorically  provide  for  the  recovery  by  the  buyer,  in  the  case  of  an 
unenforceable  contract,  of  the  value  of  the  automobile  given  to  the 
dealer  as  a  trade-in,  the  courts  have  held  that  the  value  of  the  trade-in 
may  be  recovered  in  such  a  case.  The  amount  that  may  be  so  recovered, 
however,  has  been  held  to  be  not  the  value  ascribed  to  the  used  auto- 
mobile by  the  parties  to  the  transaction  at  the  time  of  sale,  but  the 
market  value  of  the  trade-in.  [City  Lincoln-Mercury  Co.  v.  Lindsey, 
sujjra] . 

The  fact  that  the  courts  have  limited  the  amount  of  the  buyer 's  recov- 
ery to  the  market  value  of  the  trade-in  has  had  the  same  effects  as  the 
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courts'  allowing  an  offset  to  the  guilty  seller:  there  is  a  built-in  com- 
pensation for  the  seller,  and  the  amount  of  recovery  by  the  buyer  is 
impossible  to  predict  prior  to  the  trial  itself. 

Many  buvers  agree  to  a  deal  only  after  shopping  around  to  see  which 
dealer  will  give  them  the  best  price  for  their  old  car ;  many  others,  who 
are,  to  begin  with,  hesitant  about  buying  a  new  car,  are  successfully 
sold  one  primarily  because  they  are  offered  an  attractive  price  for  the 
automobile  they  already  were  driving.  In  short,  the  price  allowed  on 
the  trade-in  is  as  important  a  figure  to  many  buyers  as  the  cash  price 
of  the  new  car  or  the  amount  of  their  monthly  payments,  and  they 
would  not  have  bought  the  new  car  had  they  not  been  given  an  allow- 
ance of  X  dollars  for  their  old  one.  The  same  buyer  will  find,  however, 
when  he  goes  to  court  because  of  some  fraud  involved  in  the  sale  of 
the  new  automobile,  that  the  trade-in  allowance  agreed  to  by  the  dealer 
and  himself  is  no  longer  of  consequence  and  will  not  be  considered  by 
the  court  in  the  process  of  its  determination  of  what  his  recovery 
will  be. 

A  case  handled  by  J.  Wallace  McKnight,  and  concerning  which  he 
testified  at  the  I^Iav  hearing,  is  illustrative  of  this  problem.  McKnight  s 
clients  traded  in  a  one-year-old  Mercury  toward  the  purchase  of  two 
other  cars.  They  were  told  they  would  be  allowed  $2,900  for  their  Mer- 
cury, which  was  a  fair  price.  When  the  contract  was  signed,  it  was 
admittedly  blank,  but  the  purchase  order  had  initials  at  the  various 
places  where  figures  were  to  be  written  in.  The  dealer  and  the  salesman 
swore  in  court  that  the  figures  were  filled  in  on  the  purchase  order. 
The  buyer  and  his  wife  swore  that  the  figures  were  not  filled  m,  but 
that  they  were  just  asked  to  initial  those  places  on  the  order  where 
the  figures  were  supposed  to  be  placed.  One  such  figure  was  to  be  the 
$2,900  allowance  for  the  trade-in.  The  buyers  were  also  supposed  to 
raise  an  additional  cash  down  payment  on  a  side  loan,  but  before  they 
signed  the  side-note  for  that  loan,  they  received  a  copy  of  the  sale 
contract  in  the  mail  and  noticed  that  it  aUowed  them  only  $1,900  for 
their  trade-in.  McKnight  advised  them  not  to  use  their  new  car,  but 
to  put  it  in  storage,  and  to  send  a  notice  demanding  their  old  car  back. 
This  demand  was  sent  within  eight  days  of  the  time  of  sale,  and  it 
was  refused  by  the  dealer. 

"When  we  got  into  the  trial,  they  didn't  get  $2,900  for  that. 
The  dealer,  of  course,  went  ahead  and  sold  their  trade-in  car,  so 
that  they  had  to  sue  for  the  value  of  it.  But  they  didn't  get  the 
value  at  $2,900.  They  got  the  value  at  $1,900.  There  was  $1,700 
due  on  the  car,  so  *  *  *  they  lost  possession  of  that  one-year-old 
automobile  and  got  out  of  it  only  $200,  which  is  useless.  With  that 
automobile  they  could  have  made  a  down  payment  on  any  other 
car.  But  with  $200,  they  are  afoot.  They  have  to  walk. 

' '  So  this  new  decision  by  the  Supreme  Court  provides  that  this 
down  payment  shall  be  compensated  for  at  the  retail  market  value. 
Well,  here  you  have  to  rely  on  the  opinion  of  expert  witnesses 
*  *  *  And  I  think  that  the  dealers  will  always  be  encouraged  to 
litigate  every  one  of  these  cases  *  *  *  because  they  have  such  a 
good  opportunity  of  winning  through  these  uncertain  elements. 

"For  example :  the  value  to  be  placed  on  the  car  that  was  traded 
in  is  anybody's  guess,  and  they  can  produce  witnesses  who  will 
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say  it  was  worth  very  little.  And  the  buyer  is  stuck  with  it.  The 
buyer  can  say,  'Well,  I  thought  it  was  worth  so-and-so.'  And  they 
may  have  agreed  that  it  was  worth  *  *  *  $2,900.  But  according 
to  this  you  can't  tell  what  they  agreed  to. 

"Now,  I  think  that  the  law  should  provide  that  the  buyer,  if 
he  has  been  imposed  on  by  a  violation  of  2982,  should  recover  the 
value  which  was  placed  on  the  car  by  the  parties;  the  value  for 
which  he  was  willing  to  part  with  possession  of  it,  and  not  be 
forced  to  take  some  other  value  which  would  be  placed  on  it  by 
expert  witnesses." 

(3)  Regulation  by  the  Department  of  Motor  Vehicles 

Civil  Code  Section  2982,  which  alone  regulates  the  sale  of  automobiles 
in  California,  prescribes  no  penalties  other  than  those  of  unenforceabil- 
ity and  recovery  of  payments  discussed  in  the  sections  immediately 
above.  Motor  vehicle  sales  statutes  in  other  states  such  as  New  York, 
New  Jersey  and  Penns^dvania,  on  the  other  hand,  provide  that  inten- 
tional violation  of  any  of  the  provisions  of  the  respective  sales  statutes 
shall  constitute  a  misdemeanor  and  be  punishable  by  fines  of  up  to 
$500.  The  New  York,  New  Jersey  and  Pennsylvania  statutes  also  pro- 
vide that  a  dealer's  license  may  be  suspended,  revoked  or  refused 
renewal  if  the  licensee  has,  among  other  things,  violated  or  failed  to 
comply  with  any  of  the  provisions  of  the  sales  act. 

In  California,  all  dealers  must  be  licensed  with  the  Department  of 
Motor  Vehicles,  and  that  department  exercises  what  control  the  State 
has  over  the  sale  of  automobiles.  However,  neither  the  extent  of  such 
control,  nor  the  ability  and  willingness  of  the  department  to  exercise  it 
is  entirely  clear.  The  few  provisions  of  the  California  Vehicle  Code 
relevant  to  this  study  are  discussed  below. 

A  dealer,  before  his  license  is  issued  or  renewed,  must  procure  and 
file  with  the  Department  of  Motor  Vehicles  a  bond  in  the  amount  of 
$5,000,  to  cover  any  fraud  practiced  or  fraudulent  representation  made 
by  the  licensee  that  causes  monetary  loss  to  a  purchaser,  seller,  financ- 
ing agency,  or  governmental  agency  [Vehicle  Code  Section  11710]. 
Many  persons,  including  Mr.  Libby  of  the  San  Francisco  Better  Busi- 
ness Bureau,  have  told  the  committee  that  the  bond  is  clearly  insuffi- 
cient in  amount,  in  that  two  or  three  fraud  cases  involving  the  same 
dealer  could  easily  consume  the  entire  amount  of  the  bond.  It  is  inade- 
quate, too,  in  that  it  does  not  cover  monetary  losses  suffered  by  persons 
because  of  a  violation  by  the  dealer  of  any  of  the  provisions  of  Civil 
Code  Section  2982  unless,  of  course,  there  is  fraud  or  a  fraudulent 
representation  involved. 

Vehicle  Code  Section  11711(a)  provides  that  any  person  who: 

' '  shall  suffer  any  loss  or  damage  by  reason  of  any  fraud  practiced 
on  him  or  fraudulent  representation  made  to  him  by  a  licensed 
dealer  or  one  of  such  dealer's  salesmen  acting  for  the  dealer,  in  his 
behalf,  or  within  the  scope  of  the  employment  of  such  salesman; 
*  *  *  such  person  shall  have  a  right  of  action  against  such  dealer, 
his  said  salesman,  and  the  surety  upon  the  dealer's  bond,  in  an 
amount  not  to  exceed  the  value  of  the  vehicle  purchased  from  or 
sold  to  the  dealer." 
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The  following  coUoquy  took  place  at  the  August  hearing : 

Assemblyman  O'Connell:  I  am  wondering  what  Section  11711 
of  the  code  is  for?  It  is  a  section  that  provides  that  if  a  person 
suffers  any  loss  by  reason  of  fraud  by  a  licensee,  he  has  a  right 
of  action  against  the  dealer;  is  that  not  the  same  right  that  he  has 
under  Section  2982  of  the  Civil  Code?  ^  ,.,       .     -^         ,        ^ 

Mr.  Al  Veglia   (Registrar  of  Vehicles,  California  Department 

of  Motor  Vehicles)  :  I  think  so.  ^  v^       •     T^^TT7^     Tf 

Mr  W  P  Scanland  (Chief  Investigator,  California  DMV)  :  It 
does  afford  an  action  specifically  against  the  surety  on  the  dealer's 
bond. 

It  is  apparent,  therefore,  that  Section  11711  does  not  provide  a  buyer 
with  a  cause  of  action  he  does  not  already  possess.  It  does  specify  that 
a  defrauded  buyer  may  sue  upon  the  bond  required  by  Section  11710, 
although  the  latter  section,  by  stating  that  the  bond  is  for  the  protec- 
tion of  such  a  buyer,  itself  impliedly  grants  the  cause  of  action. 
Whether  or  not,  however,  Section  11711  limits  the  recovery  by  a  buyer 
in  a  suit  brought  not  under  11711  but  upon  general  grounds  of  fraud, 
to  an  amount  not  to  exceed  the  value  of  the  vehicle   is  not  clear. 

The  most  important  relevant  section  of  the  Vehicle  Code  is  Section 
11713  which  provides  that  it  is  unlawful  and  a  violation  of  the  code 
for  any  licensee  to  commit  any  one  of  a  number  of  specified  acts,  among 
which  are  the  following:  the  publishing  of  misleading  or  inaccurate 
advertising:  the  advertising  or  offering  for  sale  of  any  automobile  not 
actually  for  sale  at  the  dealer's  premises;  the  advertising  or  repre- 
senting of  a  used  vehicle  as  new ;  and  the  employment  of  any  person 
as  a  salesman  who  has  not  been  licensed  as  such. 

Mr  Veglia  testified  that  if  a  buyer  files  suit  against  a  licensed  dealer 
under  Sections  2982  or  11711,  and  as  the  basis  of  the  suit  charges  a 
violation  of  Section  11713,  the  dealer  could  be  prosecuted  under  the 
latter  section  by  the  district  attorney's  office  or  by  the  Department 
of  Motor  Vehicles.  The  Department  of  Motor  Vehicles  could  also  take 
disciplinary  action  against  a  dealer's  license  under  Section  11713.  If, 
however  the  buyer's  complaint  was  strictly  a  civil  matter  (i.e.,  not 
covered  by  Section  11713),  the  department  would  take  no  action  until 
and  unless  the  courts  have  determined  that  the  buyer  was  civilly  m- 

Prosecutions  for  the  commission  of  a  misdemeanor  are  infrequent  and 
ineffective  Two  recent  cases  filed  by  the  department  against  dealers 
have  been  dismissed  on  the  ground  that  the  dealers,  both  of  which  are 
corporations,  were  not  criminally  liable  for  the  acts  of  their  employees. 
Furthermore,  as  Mr.  Scanland  testified,  "our  experience  with  most 
district  attorneys  has  been  that  they  are  extremely  slow  to  entertain 
a  complaint  under  this  section  [11713]."  .      «,    ^• 

The  end  result  of  all  the  above  is  that  the  present  law  is  effective 
only  in  that  it  provides  the  Department  of  Motor  Vehicles  with  the 
power  to  seek  disciplinary  action  in  a  hearing  under  the  Administra- 
tive Procedures  Act  where  the  licensee  has  violated  Section  11713.  The 
law  is  not  effective  in  providing  for  criminal  action  even  under  that 
section,  and  it  makes  no  direct  provision  at  all  for  the  department  s 
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intervention  in  the  great  majority  of  eases  where  the  only  complaint  is 
that  of  a  violation  of  the  provisions  of  Section  2982. 

The  ambiguity  of  the  general  situation  was  summarized  in  the  am- 
biguity of  Mr.  Veglia's  introductory  remarks  to  the  committee: 

' '  The  Department  of  Motor  Vehicles  has  not  had  a  considerable 
amount  of  trouble.  We  have  had  some  problems  in  policing  the 
industry,  and  I  think  that  our  authority  within  the  Vehicle  Code 
is  really  not  as  spelled  out,  or  not  spelled  out  as  clearly  as  it  could 
be,  but  I  think  that  in  general  it  is  adequate." 

And  reason  for  concern  over  the  department's  enforcing  of  what  law 
there  is  was  indicated  by  Mr.  Veglia's  paring  remarks,  in  response  to 
questions  by  a  member  of  the  committee : 

Assemblyman  0  'Connell :  May  I  ask  you  this :  Do  you  intend  to 
ask  the  Legislature  for  any  additional  appropriations  for  more 
staff  to  administer  the  new  law  which  was  given  effect  in  July  of 
this  year  [11713]  ? 

Mr.  Veglia :  Mr.  0  'Connell,  this  is  the  policy  of  the  Department 
of  Motor  Vehicles,  to  not  increase  its  budget  request  at  all. 

Assemblyman  0 'Connell:  You  just  told  us  that  you  do  not  have 
sufficient  staff  now  to  vigorously  enforce  the  law;  is  that  not 
correct  ? 

Mr.  Veglia:  We  could  more  vigorously  enforce  the  law  if  we 
had  a  greater  staff,  this  is  true. 

Assemblyman  0  'Connell :  But  you  do  not  intend  to  ask  for  more 
appropriations  ? 

Mr.  Veglia :  We  do  not. 

GENERAL  CONCLUSIONS 

1.  A  small  minority  of  automobile  dealers  are  conducting  their  busi- 
nesses in  such  a  manner  as  to  endanger  public  trust  in  the  doing 
of  business  by  all  dealers,  and  as  to  inflict  serious  economic  suffer- 
ing upon  their  consumer  victims.  These  few  dealers  are  responsible 
for  virtually  all  of  the  valid  complaints  received  and  reviewed  by 
the  committee. 

2.  The  abuses  uncovered  by  the  committee  include  unethical  business 
methods,  fraud,  and  violations  of  existing  California  law  purport- 
ing to  regulate  the  sale  of  automobiles. 

3.  Where  existing  law  provides  a  wronged  individual  with  a  legal 
remedy  (as  in  the  case  of  fraud)  or  with  a  legal  defense  (as  in 
the  case  of  violation  of  provisions  of  the  Civil  Code  governing  the 
sale  of  motor  vehicles),  such  an  individual  seldom  avails  himself 
of  those  legal  rights  and  remedies  because  they  are  generally  too 
expensive  and  of  too  little  practicable  value  to  him  to  be  worth 
his  while  to  pursue. 

4.  Existing  provisions  of  the  Civil  Code  (Sections  2981  and  2982) 
which  regulate  the  sale  of  motor  vehicles  are  ambiguous  in  part, 
are  lacking  in  part  in  that  they  do  not  cover  all  aspects  of  such 
sales,  and  are  ineffectual  in  general  in  that  they  do  not  provide  a 
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great  enough  incentive  for  parties  to  such  sales  to  comply  with 
the  provisions  of  the  code  because  the  penalties  provided  are  in- 
sufficient to  deter  noncompliance  by  dealers  or  to  encourage  the 
seeking  of  legal  redress  by  the  wronged  purchaser.  In  sum,  exist- 
ino-  laAv  is  not  effective  in  preventing  practices  proscribed  by  such 
law,  and  does  not  purport  to  proscribe  other  practices  which  re- 
quire regulation. 

5.  New  legislation  to  remedy  deficiencies  in  existing  law  is  necessary 
if  California  is  sincere  in  attempting  to  extend  to  automobile 
buyers  protection  analogous  to  that  provided  purchasers  of  other 
types  of  personalty  on  retail  installment  contracts,  or  even  the  pro- 
tection envisaged  in  the  existing  law  regulating  motor  vehicle 
sales. 

6.  The  penalties  provided  for  in  Civil  Code  Section  2982(e)  should 
be  made  applicable  to  violations  of  all  other  subdivisions  of  that 
section,  rather  than  only  to  subdivisions  (c)  and  (d),  as  is  now 
the  case. 

7.  There  should  be  provision  made  for  a  uniform  statewide  sales 
order  form  to  be  used  by  all  sellers  in  all  transactions  involving 
the  sale  of  a  motor  vehicle. 


REPORT  OF 
LENDING  INSTITUTIONS  SECTION 

Followiug  the  last  session  of  the  Legislature,  it  was  determined 
that  the  Assembly  would  benefit  from  more  background  in  order  to 
give  adequate  judgment  to  the  many  requests  for  changing  statutory 
limits  for  lenders  in  the  field  of  consumer  credit. 

The  Lending  Institutions  Section,  holding  two  hearings,  engaged 
in  a  systematic,  parallel  study  of  interest  rates  and  charges  which 
may  be  imposed  by  the  various  types  of  lenders  under  California  law. 

The  first  hearing  was  held  on  January  28,  1960,  in  Room  5168  of 
the  State  Capitol  Building,  Sacramento.^  "Witnesses  included  Frank- 
lin Hardinge,  California  Savings  and  Loan  League;  Robert  A. 
McNeil,  Independent  Mortgage  Bankers  Association ;  Donald  McClure, 
Assistant  Commissioner  of  Real  Estate;  Mrs.  Helen  Ewing  Nelson, 
Consumer  Counsel  to  the  Governor;  George  D.  Nickel,  California 
Loan  and  Finance  Association;  Richard  Groulx,  Alameda  County 
Central  Labor  Council ;  Clarence  E.  Murphy,  California  Credit  Union 
Leaoue;  Robert  B.  Donohue,  California  Association  of  Industrial 
Loan  Companies ;  John  Gilchrist,  Collateral  Loan  Association  of  Cali- 
fornia; and  James  E.  Denebeim,  Commonwealth  Thrift  Company 

This'  hearing  dealt  primarily  with  those  lending  institutions  other 
than  commercial  banks. 

Another  hearing  was  held  on  June  24,  1960,  in  Room  1194,  State 
Building  Annex,  San  Francisco.-  The  subject  was  consumer  lending 
as  it  is  affected  bv  the  commercial  banks  of  California.  Witnesses 
appearing  were:  Philip  Gregory,  California  Bankers  Association; 
J  0.  Elmer,  Wells  Fargo  Bank— American  Trust  Company;  E.  L. 
Cumpston,  Crocker-Anglo  National  Bank;  Miles  J.  Rubin,  Deputy 
Attorney  General;  D.  Z.  Albright,  Security  First  National  Bank; 
L  M  Schaefer,  California  Bank;  William  H.  Pratt,  First  Western 
Bank;  A.  F.  AVagele,  Bank  of  America;  and  Paul  Martin,  National 
Automobile  Salesmens'  Club  Organization. 

On  the  basis  of  public  hearings,  various  interviews  with  representa- 
tives of  lenders  and  regulatory  bodies  (e.g.,  the  Federal  Reserve  Bank 
of  San  Francisco), 3  as  well  as  research  by  the  committee  statt,  the 
Lending  Institutions  Section  presents  the  following  conclusions. 

L  THE  HISTORICAL  CONTEXT  OF  INTEREST  REGULATION 

The  legal  rate  of  interest  at  early  common  law  in  California  was 
governed  by  custom.  Later,  the  Legislature  provided  that  parties  are 
free  to  contract  for  a  loan  at  any  rate  of  interest,  and  as  a  result, 

^TM^allni'^'^efefj^semWymen  Ronald  B.  Cameron.  Harold  K    Levering,  John  A 
O'Connelf   Thomal  M.   Rees,   W.   Byron   Rumford,    Howard   J.    Thelm,    and   Bert 

»Par?fc^p°ated^in'''br Assemblyman    Rees    as    well    as    subcommittee    chairman.    Mr. 
DeLotto. 
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the  California  Supreme  Court  held  in  1888  that  "The  illegality  of 
usury  is  wholly  the  creature  of  legislation. ' '  ^  Thus,  rate  regulation 
became  the  subject  matter  of  specific  legislation,  as  interpreted  by  the 
courts. 

In  both  the  case  of  the  credit  sale  and  the  small  loan,  the  courts 
established  theories  under  which  the  usury  laws  could  be  avoided. 
In  the  case  of  the  credit  sale,  the  "time  price  doctrine"  has  been  fol- 
lowed; in  the  case  of  the  small  loan,  "interest"  was  distinguished 
from  "charges". 

Although  these  concepts  were  adopted  to  provide  the  consuming 
public  with  small  loans  and  credit  sales  where  the  legal  interest  rates 
were  inadequate  to  provide  for  these  needs,  abusive  practices  resulted 
from  the  application  of  each  of  these  concepts.  In  the  credit  sale,  the 
buyer  purchased  goods  on  credit  from  the  seller  which  included  us- 
urious interest  concealed  under  the  label  of  "time  price"  which  was 
paid  to  the  financing  agency  to  whom  the  seller  sold  his  contract.  In 
the  small  loan  case,  various  brokerage  systems  were  developed  to  re- 
quire the  borrower  to  deal  with  one  party  who  demanded  usurious 
"charges"  to  obtain  the  loan  from  another  party  who  exacted 
"interest". 

These  abuses  have  resulted  in  legislation  to  provide  regulation  of 
small  loan  transactions  not  within  the  scope  of  the  usury  laws  and 
to  include  within  the  scope  of  regulation  both  brokers  and  lenders. 
The  Unruh  Act  provides  legislation  relative  to  retail  installment 
transactions  involving  household  articles. 

Until  1918,  California  had  no  general  usury  law.  An  initiative  meas- 
ure was  passed,  known  as  the  Usury  Law,  which  set  a  maximum  con- 
tract interest  rate  of  "$12  on  the  $100  for  one  year".  "Without  a 
contracted  rate,  the  maximum  interest  was  "$7  on  the  $100  for  one 
year".  In  addition,  Section  3  of  the  act  regulated  the  maximum 
amount  that  a  lender  could  receive  on  a  loan,  and  regulated  charges 
and  expenses  of  loan  brokers.  In  Wallace  v.  Zinman,^  the  California 
Supreme  Court  held  Section  3  to  be  unconstitutional  on  groundsthat 
the  classification  was  unreasonable,  and  because  the  constitutional 
requirement  that  the  subject  matter  of  the  section  be  included  in  the 
title  of  the  act  was  not  satisfied.  The  latter  reason  was  based  on  the 
distinction  between  "interest"  and  "charges".  The  court  felt  that  the 
subject  matter  of  the  act  was  usury,  which  regulated  interest  only; 
and  therefore  any  attempt  to  include  regulations  upon  other  charges 
was  unconstitutional.  However,  the  provisions  relating  to  maximum 
interest  rates  were  sustained. 

This  construction  led  to  a  successful  evasion  of  the  1918  Usury  Law. 
A  brokerage  system  developed  wherein  the  broker  handled  the  loan 
for  the  borrower  and  charged  a  fee  for  his  services.  His  fee  was 
regulated  by  the  act. 

A  constitutional  amendment  was  enacted  in  1934  which  reduced  to 
10  percent  per  annum  the  maximum  interest  allowable  and  excluded 
special  groups  of  lenders  from  coverage.^  It  would  appear  that  the 
first  two  paragraphs  of  this  amendment  correct  the  flaws  of  the  1918 


i  Coleman  v.  Commins,  77  Cal.  548,  554. 

5  200  Cal.  585. 

8  CAL.  CONST.  Art.  IV,  Sec.  24. 
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Usury  Law  J  However,  the  courts  have  continued  to  make  the  distinc- 
tion between  "interest"  and  "charges".  ,  ^-         .  .i. 

The  1934  amendment  resulted  in  taking  away  all  regulation  ot  tne 
exempted  lenders.  The  courts  have  interpreted  the  amendment  as  free- 
ing the  exempted  lenders  from  the  restraints  imposed  upon  them  by 
the  rigid  provisions  of  the  1918  Usury  Law  and  allowing  charges  more 
appropriate  to  business  conditions  of  each  type  of  lender. 

In  the  field  of  small  loan  legislation,  the  first  classification  of  lenders 
to  be  regulated  under  California  law  was  that  of  pawnbrokers  In  IHbl 
the  legislation  went  into  effect.  Further  legislation  was  passed  in  1JU5 
but  was  held  to  be  unconstitutional.  The  defects  were  cured  m  IJUy 
with  the  passage  of  the  first  Personal  Property  Brokers  Act.  1  his  act, 
together  with  the  1911  amendments,  defined  personal  property  brokers 
as  those  in  the  business  of  loaning  money  on  the  security  of  personal 
property,  the  possession  of  which  is  retained  by  the  borro^^•er,  or  on 
the  security  of  wages,  and  provided  for  a  maximum  rate  ot  2  percent 
per  month. 

In  1931  a  new  Brokers  Law  was  passed  which  provided  tor  licensing 
and  an  interest  limit  of  3*  percent  per  month  on  secured  loans  of  $300 
or  less.  Subsequent  litigation  held  the  licensing  provisions  valid,  but 
the  rate  limitation  invalid  as  being  in  conflict  with  the  1918  Usury  Law. 
However,  an  attempt  to  regulate  the  abuses  of  the  brokerage  system 
was  made  by  requiring  the  licensing  of  brokers  and  subjectnig  their 
activities  to  the  supervision  of  the  Commissioner  of  Corporations.  The 
commissioner's  powers  included  the  suspending,  amending,  and  revok- 
ing of  brokers'  licenses.  However,  there  were  no  provisions  made  tor 
the  regulation  of  the  fees  of  such  brokers.  _    _      _ 

In  1934,  personal  property  brokers  were  freed  from  the  limitations 
of  the  1918  Usury  Law  and,  as  a  result,  were  allowed  to  charge  any 
rate  they  pleased.'  The  brokers  remained  unregulated  until  1939,  when 
Brokers^nd  Small  Loan  Laws  were  passed.  Both  the  acts  were  pat- 
terned after  the  sixth  version  of  the  Uniform  Small  Loan  Law.  The 
Brokers  Law  applied  to  secured— and  the  Small  Loan  Law  applied  to 
unsecured— loans.  Both  acts  provided  for  maximum  interest  rates  at 
2i  percent  per  month  on  the  first  $100  of  principal,  and  2  percent  on 
the  principal  balance  up  to  $300. 

In  1945  loans  of  $5,000  or  more  were  exempted  from  certain  provi- 
sions of  the  Brokers  Law.  In  addition,  the  scope  of  the  definition  ot 
"personal  propertv  broker"  was  enlarged  by  removing  a  prohibition 
against  the  taking'of  real  property  as  security.  In  1949,  the  maximum 
rate  under  the  Brokers  Law,  which  formerly  was  $300,  was  changed  to 
$5,000.  ,   , 

In  1951,  the  Brokers  Law  and  the  Small  Loan  Law  were  ainended 
and  codified  with  other  laws  relating  to  financial  institutions  m  the 
new  Financial  Code  which  designated  them  as  the  ''Personal  Property 
Brokers  Law"  and  the  "California  Small  Loan  Law."  In  1955,  certain 
credit  card  transactions  were  exempted  from  the  Small  Loan  Law.  In 
1959,  new  maximum  charges  were  provided  by  amendments  to  the 

^  The  first  paragraph  of  the  amendment  states :  "The  rate  of  tntcrest  *  *  *  ^^^^^^l 
7  per  cent  per  annum  but  it  shall  be  competent  for  the  Parties  *  ,,  ^^v-e  second 
in  writing  for  a  rate  of  interest  not  exceeding  10  per  cent  pei  annum  The  secona 
paragraph  adds:  "No  person  *  *  *  shall  by  chargmg  any  fee  *  ^  ^or  otiier 
compensation  receive  *    *   *     more  than  10  per  cent  per  annum 
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Brokers  Law.  In  1960,  the  Unriih  Act  (Retail  Installment  Sales  Act) 
was  passed  to  regulate  the  sale  of  all  consumer  goods  and  services,  ex- 
cepting automobile  sales. 

2.  COMMERCIAL  BANKS 

Banks  are  not  only  excepted  from  the  usury  provisions  of  the  Cali- 
fornia Constitution,  but  they  are  also  free  of  legislative  regulation  in 
the  matter  of  interest  rates  except  insofar  as  the  Automobile  Sales 
Financing  Law  and  the  Unruh  Act  apply.  It  has  been  argued  that, 
inasmuch  as  the  Legislature  has  not  enacted  a  specific  limitation  upon 
such  rates,  banking  institutions  are  governed  by  the  Usury  Law  which 
provides  that  the  parties  to  a  loan  contract  may  agree  in  writing  to  any 
rate  of  interest  which  does  not  exceed  12  percent  per  annum.  However, 
the  California  Supreme  Court  has  rejected  this  argument,  stating  that 
until  such  time  as  the  Legislature  exercises  its  power  to  regulate  such 
institutions,  they  are  subject  to  no  restrictions  on  interest  rates  or 
charges.^ 

In  addition,  there  is  no  federal  interest  rate  maximum  or  miscel- 
laneous charge  statutory  limit.  However,  the  discounting  practices  of 
the  Federal  Reserve  System  vitally  affect  member  banks.  In  regard  to 
mortgage  lending,  the  policies  of  the  Federal  Housing  Administration 
and  the  Veterans  Administration  have  the  effect  of  pegging  interest 
rates;  requirements  of  the  Federal  National  Mortgage  Association  for 
acting  as  a  secondary  mortgage  market  can  and  do  affect  interest  rates. 

Prevailing  Interest  Rates 

The  first  question  to  arise  at  the  June  24  hearing  pertained  to  pre- 
vailing interest  rates  in  representative  types  of  consumer  lending. 

Mr.  E.  L.  Cumpston  told  of  a  survey  conducted  by  the  California 
Bankers  Association  which  covered  banks  representing  90  percent  of 
the  total  consumer  loan  business  in  California.^ 

''What  I  haA^e  tried  to  do  is  to  show  the  highest  rate  that  any  bank 
might  charge  and  the  lowest  rate  that  another  bank  might  charge  for 
the  same  type  of  loan  and  then  come  up  with  sort  of  a  normal  figure 
*  *  *  Now,  in  personal  loans,  there  is  a  high  of  $9  per  hundred  per 
annum  and  a  low  of  $6  per  hundred  per  annum,  but  the  normal  for 
an  average  size  loan,  and  in  that  category  an  average  size  would 
probably  be  between  $400  and  $500,  *  *  *  would  be  $8  per  hundred 
per  annum." 

In  discussing  rates  for  other  types  of  loans,  Mr.  Cumpston  stated: 
"In  home  improvement  loans,  the  high  that  was  revealed  by  the  survey 
showed  a  $9  per  hundred  per  annum  charge,  the  low  was  $6.50  per 
hundred  per  annum,  with  a  normal  average  *  *  *  somewhere  around 
$7.50  to  $8  per  hundred  per  annum. ' ' 

»  Carter  v.  Seahord  Finance  Co.,  33  Cal.  2d  564,  582. 

8  Mr.  Cumpston,  an  officer  of  the  Crocker-Anglo  National  Bank,  told  the  committee 
that  the  survey  had  been  conducted  on  a  confidential  basis  and  that  he  was, 
therefore,  not  at  liberty  to  divulge  information  relative  to  specific  banks.  He  and 
Mr.  J.  O.  Elmer  of  Wells  Farg-o-American  Trust  Co.  made  the  principal  pre- 
sentation on  behalf  of  the  California  Bankers  Association.  It  is  important  to  note, 
however,  that  at  various  points  in  the  course  of  the  hearing  these  and  other 
witnesses  would  speak  of  banks  generally,  on  the  one  hand,  and  their  own  insti- 
tutions specifically  on  the  other. 
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Oil  automobile  loans,  Mr.  Cumpston  pointed  out  that  there  were 
different  rates  for  loans  on  new  and  used  cars.  He  said  there  was  quite 
a  variation  on  direct  loans  to  buyers  of  new  ears.  "  [We  found]  a  high 
of  $9  per  hundred  and  a  low  of  $5  per  hundred  per  annum,  with  a 
normal  rate  *  *  *  of  approximately  $6  per  hundred  per  annum." 

On  used  cars,  he  estimated  the  range  at  "from  $9  per  hundred  per 
annum  to  a  low  of  $6  per  hundred,  with  a  normal  running  approxi- 
mately $7  per  hundred." 

In  personal  loans,  Mr.  Cumpston  informed  the  committee  that  he 
found  a  high  of  $9  per  hundred  per  annum  and  a  low  of  $6,  with  the 
averao-e  charge  $8.  He  added  that  the  average  size  loan  "would  prob- 
ably be  between  $400  and  $500  *  *  *  ." 

True  Annual  Interest 

In  response  to  a  question  from  Assemblyman  Cameron,  Mr.  Elmer 
explained  the  reason  for  use  of  the  expression  "dollars  per  hundred 
per  annum."  "I  [might  point  out  that]  the  term  of  'interest  rate'  is 
not  one  that  is  commonly  applied  in  the  field  of  consumer  credit— at 
least  [by]  such  lenders  as  commercial  banks.  We  express  the  charge 
that  is  concerned  in  this  manner  in  terms  of  dollars  per  hundred  per 
annum."  . 

Assemblyman    Cameron    then    undertook    the    foUowmg    line    ot 

questioning : 

ASSEMBLYMAN  CAMERON:  I'd  like  to  set  [this]  square,  at  least  in 
my  own  mind.  On  these  loans  that  you're  talking  about  now— [the  $500 
personal  loans]— you  must  be  talking  about  installment  "  "  '^  loans. 

MR.  CUMPSTON:  Yes. 

ASSEMBLYMAN  CAMERON:  And  when  you  figure  per  hundred  per 
annum,  you  figure  the  number  of  dollars  that  were  out,  total  day-wise,  and 
then  divide  this  by  365  to  get  hundred  per  annum.  Do  you? 

MR  CUMPSTON :  No,  at  the  time  the  loan  is  made — if  the  loan  were 
for  $500  and  if  the  rate  were  to  be  $8  per  hundred  per  annum— the  charge 
for  one  year  then  would  be  $8  for  each  $100  borrowed,  or  $40  on  that  loan 
for  oneVear.  The  $40  is  added  to  the  $500  that  the  customer  borrowed, 
making  a  gross  debt  to  the  lender  of  $540,  which  would  be  divided  by  twelve 
for  the  monthly  payment. 

ASSEMBLY:MAN  CAMERON  ;  *  *  *  You're  talking  about  a  discounted 
loan  here,  actually,  [with  the  charge]  tacked  on  the  top,  so  you  have  an 
eifective  $250  borrowing  instead  of  *  *  *  $500.  So,  roughly,  we  can  double 
the  figures  that  you  give  us  per  hundred  per  annum  to  come  up  to  a  true 
interest,  is  that  right?  A  little  less  than  double? 

MR.  CUMPSTON  :  It  would  be  a  little  less  than  double  for  a  true  yield 
on  the  dollars  per  hundred  per  annum  that's  added  on.  That's  correct. 

The  difference  between  "true  annual  interest"  and  "dollars  per 
hundred  per  annum"  gave  rise  to  some  confusion  throughout  the  hear- 
ing. In  the  course  of  questioning  Mr.  William  H.  Pratt  of  the  First 
Western  Bank,  Assemblyman  Cameron  took  occasion  to  remark,  "Don't 
you  think  possibly  *  *  *  that  'dollars  per  hundred  per  annum'  is  not 
particularly  meaningful  to  the  average  consumer?  When  you  say,  'Our 
charge  is  $7  or  $8,'  and  then  when  you  frequently  interchange,  as  each 
of  you  has  done  who  testified  here— '  dollars  per  hundred  per  annuin' 
with  the  term  '  percent '—that  possibly  the  consumer  is  visualizing  this 
as  being  a  percentage  interest  rather  than  what  it  actually  is?"  The 
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witness  replied,  "I  think  that  is  possibly  right,  and  I  think  that  the 
term  'percent'  is  definitely  wrong.  I  think  it  should  be  expressed  in 
dollars. ' ' 

' '  True  annual  interest ' '  is  generally  understood  to  represent  the  real 
cost  of  borrowing  money,  whereas  ''simple  interest"  or  "simple  annual 
interest"  are  terms  which  have  been  traditionally  used  and  represent 
the  figures  customarily  quoted  to  consumers. ^^  A  6%  loan,  as  expressed 
in  simple  interest,  really  costs  a  trifle  less  than  12%  if  interest  and 
principal  due  the  lender  are  paid  in  equal  monthly  installments.^^  This 
is  because  the  requirement  of  returning  principal  month  by  month 
gives  the  borrower  use  of  only  half  of  it,  when  averaged  out,  yet  he 
pays  interest  for  the  year  on  the  full  amount.  A  6  percent  loan  really 
costs  6  percent  only  if  the  principal  is  not  repaid  until  the  end  of  the 
'borrowing  year. 

A  brochure  entitled  "Credit  Costs  Money,"  which  undertakes  to 
translate  stated  rates  to  true  annual  interest,  has  been  distributed  in 
California  by  the  State  Consumer  Counsel,  Mrs.  Helen  Nelson,  The 
brochure  does  not  elaborate  the  formula  used  to  arrive  at  ' '  true  annual 
interest. ' ' 

In  the  course  of  the  discussion  of  interest  charges.  Chairman  DeLotto 
asked  Mr.  Cumpston  whether  ' '  when  we  're  talking  about  this  cost,  such 
as  $9  per  hundred  per  annum,  are  we  also  lumping  in  the  service 
charges  or  any  fees  that  are  attached  at  the  beginning  of  the  contract?" 
The  witness  replied  that  they  were  all  included  in  the  interest  charge. 

The  size  of  a  loan  was  considered  a  factor  in  determining  the  interest 
charge.  Mr.  Cumpston  said  that  the  charge  "decreases  in  relation  to 
the  amount  of  the  loan  *  *  *,  in  other  words,  the  greater  the  loan, 
the  lower  the  rate  per  hundred  the  charge."  He  later  explained  that 
"with  a  larger  loan  to  handle,  we  can  afford  to  handle  it  at  a  lesser  rate 
because  of  the  cost  of  doing  business." 

Assemblyman  Cameron  inquired  about  the  method  of  computing  the 
monthly  amount  due  on  a  30  month  loan  at  $6  per  hundred  per  annum. 
Mr.  Cumpston  concurred  when  he  was  asked,  "You'd  take  15  percent 
times  the  unpaid  balance  and  put  that  on  the  top  and  [then]  divide  it 
into  equal  monthly  payments  for  30  months?" 

Competition  as  a  Factor  in  Interest  Rates 

The  influence  of  competition  in  determining  the  interest  charge  came 
up  during  the  hearing,  both  in  the  general  discussion  of  rates  and  in 
the  testimony  in  answer  to  the  Committee's  second  topic  of  discussion, 
"Conditions  of  the  current  money  market  which  affect,  if  not  deter- 
mine, the  cost  of  consumer  credit. ' ' 

Mr.  Elmer  stated  early  in  the  hearing  that  "The  most  important 
factor  in  the  fixing  of  the  actual  rate  *  *  *  is  competition.  *  *  *  On 

10  The  proposal  of  U.  S.  Senator  Paul  H.  Douglas  (S.  2755)  for  enactment  of  a  law 
which  would  require  lenders  to  furnish  borrowers  a  "clear  statement"  of  total 
finance  charges  and  an  expression,  in  "simple  annual  interest,"  of  tlie  actual  cost 
of  loans  received  more  than  casual  attention  by  tliis  committee.  Tlie  proposal 
was  considered  during  lengtliy  hearings  held  by  tlie  Senate  Banliing  and  Cur- 
rency Committee.  It  is  notewortliy  tliat  botli  Pedei'al  Reserve  Board  Chairman 
William  McChesney  Martin  and  Federal  Trade  Commission  Cliairman  Earl  Kint- 
ner  have  endorsed  the  disclosure  principal.  It  is  anticipated  that  Senator  Douglas 
will  re-introduce  his  bill  in  the  87th  Congress. 

n  It  would  be  a  "trifle  less"  because,  as  a  rule,  the  borrower  does  have  the  full  use 
of  the  loan  amount  for  the  month  preceding  the  first  installment  payment. 
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the  loans  that  we  make  directly,  the  rates  that  are  set  by  banks  are 
based  on  two  principal  factors.  One  of  them  is  competition,  and  the 
other  is  our  basic  cost  of  operation. "  i    i    ^  .  <       -u 

Mr  Cnmpston  agreed  with  this  position  and  commented  that  _  each 
bank  sets  its  own  policy.  When  someone  comes  in  to  borrow,  he  is  told 
how  much  it  costs.  If  they  say  that  they  think  they  can  do  better  else- 
where, then  they  have  the  opportunity  to  go  elsewhere  and  try. 

Nevertheless,  \wice  during  the  hearing,  once  by  Mr.  Cumpston  and 
once  by  Mr.  Pratt,  it  was  stated  that  interest  charges  are  set  State-wide. 
Mr.  Cumpston  related,  ' '  In  the  case  of  our  own  bank,  we  set  one  policy 
for  the  whole  system.  On  a  certain  type  loan,  we  have  the  same  rate  m 

all  areas. "  ^   i   i 

Assemblyman  Levering  asked  whether  the  interest  rates  quoted  dur- 
ing the  hearing  were  subject  to  "fluctuation  upward  and  downward  m 
accordance  with  the  general  cost  of  the  money  market."  Mr.  Cumpston 
replied  "The  cost  of  money  to  the  commercial  type  borrower  or  the 
prime  rate  or  any  of  the  other  indexes  of  that  type  that  you  might  use 
do  not  affect  the  rates  that  are  charged  on  consumer  type  loansto  any 
great  degree."  This  led  into  a  discussion  of  the  second  topic  ot  inquiry 
?"  Conditions  of  the  current  money  market  which  affect,  if  not  deter- 
mine the  cost  of  consumer  credit").  Mr.  Elmer  agreed  with  Mr.  Cump- 
ston's  remarks  and  stated  that  "the  basic  cost  of  consumer  credit  is 
much  more  closely  related  to  the  paperwork  *  *  *  and  the  labor  that  is 
represented  by  paperwork  than  the  actual  cost  of  money. 

Federal  Controls 

The  third  topic  considered  was  the  "Nature,  degree  and  stringency 
of  regulations  imposed  by  the  Federal  Keserve  Board  as  to  volume  of 
consumer  lending,  interest  rates,  amount  of  down  payment  required, 
choice  of  credit  risks,  etc."  Mr.  Elmer  pointed  out  that  there  have  been 
no  regulations  on  consumer  credit  imposed  by  the  Federal  Reserve 
Board  since  the  end  of  Regulation  W  on  May  7,  1952.  "However,"  he 
added,  "all  commercial  banks  are  subject  to  very  careful  scrutiny  and 
examination  by  the  State  and  Federal  examining  authorities,  and  when 
they  examine  a  bank  loan  portfolio,  they  consider  very  carefully  such 
factors  as  the  total  volume  of  consumer  credit  business  done  related  to 
the  bank's  total  resources  and  its  capital.  They  examine  and  criticize 
our  credit  policy  in  the  selection  and  approval  of  loans  and  m  the 
selection  and  approval  of  dealers.  They  examine  our  amount  of  delin- 
quencies, our  provisions  for  charging  off  bad  debts,  and  our  methods  ot 
recovery  and  collection  of  defaulted  items.  Now,  whenever  we  encounter 
variations  *  *  *  from  practices  that  they  consider  to  be  normal  and 
sound,  we  can  be  sure  that  the  bank  that  is  being  examined  hears  of 
that  very  promptly ;  it  becomes  a  matter  of  the  report  that  is  made  to 
the  board  of  directors  of  that  bank,  and  is  subject  to  reply  by  the  board 
to  satisfy  the  examining  authorities  that  the  necessary  changes  have 
been  made.  Other  than  that,  there  are  no  direct  regulations  by  Federal 
authority  of  consumer  credit. ' ' 

Bank  Relaf'ions  with  Merchants 

The  fourth  topic  related  to  the  "Requirements  to  be  met  by  retailers, 
auto  dealers  and  others  as  conditions  precedent  to  discounting  their 
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paper."  The  role  of  a  bank  as  a  discounter  of  loans  was  touched  upon 
by  Mr.  Elmer  earlier  when  he  stated  that  banks  function  in  a  dual 
capacity  as  regards  consumer  credit.  ' '  In  the  first  capacity,  we  function 
as  direct  lenders.  *  *  *  We  also  function  as  the  discounter  of  purchase 
obligations  which  are  originated  by  retailers.  Now,  the  significant  part 
of  this  distinction  is  that  retailers,  who  are  generally  small  business- 
men, originate  from  two-thirds  to  three-fourths  of  the  business  which  is 
carried  on  by  banks."  Commenting  upon  the  requirements  to  be  met  by 
the  retailers  before  Wells  Fargo-American  Trust  would  accept  paper, 
Mr.  Elmer  said,  ' '  Our  requirements  would  be  that  the  dealer  obviously 
appear,  as  far  as  our  investigation  can  esta^blish,  to  be  honest  and  re- 
liable. Secondly,  we  expect  that  he  should  have  a  good  knowledge  and 
understanding  of  the  business  that  he  is  in  [so]  he  can  perform  the 
proper  services  to  his  customers.  Tliirdlij,  ive  ivant  to  he  assured  that  he 
is  not  or  has  not  teen  engaged  in  any  unethical  or  illegal  selling  prac- 
tices. ^2  Fourth,  we  want  to  be  sure  that  he  has  sufficient  moral  and 
financial  stability  to  make  good  on  the  warranties  to  the  bank  as  to  the 
conditions  of  the  contracts  or  the  notes  that  he  sells  to  the  bank. ' ' 

The  Committee  Investigator  wondered  whether,  in  regard  to  Mr. 
Elmer's  first  criterion,  the  witness  meant  that  the  dealer  be  "honest 
and  reliable"  with  the  bank  alone  or  with  the  public  generally.  Mr. 
Elmer  answered,  "*  *  *  We  would  expect  that  he  be  honest  and  re- 
liable in  his  dealings  with  the  public.  Now,  we  're  not  policemen,  and  we 
cannot  spend  our  time  investigating  that,  but  whenever  *  *  *  we  en- 
counter any  examples  where  we  believe  the  dealer  has  consistently 
violated  any  such  standards  of  honesty  and  ethics  *  *  *  we  don't 
hesitate  to  discontinue  our  arrangement." 

On  the  occasion  of  his  appearance  before  the  Committee,  Mr.  A.  F. 
Wagele,  a  vice  president  of  Bank  of  America,  was  questioned  about  his 
bank's  relations  with  unethical  dealers.  "*  *  *  We  work  very  hard," 
he  pointed  out,  ' '  at  alerting  our  lending  officers  to  the  danger  of  financ- 
ing a  shady  operation  and  we  know  that  this  is  not  only  costly  to  us  in 
the  form  of  dollar  losses,  but  is  a  real  public  relations  problem  for  us ; 
it  hurts  us  in  more  w^ays  than  [monetarily  alone]."  Mr.  Wagele  as- 
sured the  Committee  that  one  of  the  chief  tools  used  in  restraining 
financing  of  questionable  sales  methods  is  to  closely  watch  the  dealer's 
advertising. 

Testimony  was  then  given  on  the  same  subject  by  Deputy  Attorney 
General  Miles  Rubin  w^ho  informed  the  Committee  that  he  has  been 
specializing  in  consumer  frauds.  "In  the  duties  that  we  have  under- 
taken in  the  consumer  fraud  field,  we  *  *  *  have  received  numerous 
complaints  from  individuals  who  felt  that  they've  been  pressed  by 
various  sales  techniques  involving  items  of  considerable  sums  to  these 
individuals — several  hundred  dollars  to  several  thousands  of  dollars. 
These  items,  of  necessity,  must  be  financed,  and  our  concern  is  with  the 
responsibilities  of  the  financial  institutions  *  *  *  in  assuming  that  the 
people  from  whom  they  buy  paper  are  reputable  and  are  conducting 
their  business  ethics  on  a  high  level. ' ' 

^  Emphasis  added. 
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Mr.  Rubin  then  explained  various  questionable,  if  not  illegal,  methods 
of  sales  techniques,  including  referral  sales,^^  and  went  on  to  say,  "It 
has  been  our  experience  that  the  financial  institutions  have  eliminated 
types  of  paper  when  public  agencies  have  called  to  their  attention  facts 
surrounding  the  transaction.  However,  all  the  complaints  that  have 
come  to  the  public  agencies  generally  have  been  previously  furnished 
to  the  financial  institutions.  It's  just  when  the  pressure  of  public  agen- 
cies or  newspaper  pressure  is  brought  to  bear  that  they  stop  handling 
this  type  of  paper. ' '  Mr.  Rubin  then  stated  that  these  transactions  were 
definitely  the  exception  to  the  rule,  but  "the  amounts  involved  ^are 
such  as  to  concern  us,  and  I  think  should  concern  the  committee. 

Deficiency  Judgments 

On  the  fifth  topic  of  the  inquiry  ("Nature  of  the  risks  undertaken 
by  lenders  and  the  concomitant  contractual  guarantees  insisted  upon  to 
secure  loans."),  Mr.  Elmer  commented,  "The  risks  *  *  *  range  very 
widely  from  the  signature  type  of  loan  on  which  there  is  no  security 
whatever  and  the  risk  is  100  percent  to  those  that  may  be  fully  secured 
by  some  form  of  negotiable  securities.  In  between  that,  most  security 
is  in  the  form  of  personal  property  which  may  be  automobiles,  refrig- 
erators, any  other  thing  of  that  kind,  that  are  covered  by  conditional 
sales  contracts.  Except  for  automobiles,  which  have  an  established 
market  value  that  can  be  fairly  accurately  determined  *  *  *,  personal 
property  is  very  seldom  full  security  for  the  credit  involved.  Now,_  [co- 
signers} *  *  *'are  [required]  where  the  borrower  has  no  established 
cr'edit  record  or  where  he  has  insufficient  job  or  residence  continuity  to 
make  the  bank  feel  that  the  applicant  is  assured  of  paying  the  obliga- 
tion. I  should  say,  however,  that  guaranties  are  taken  in  only  a  very 
small  percentage  of  the  cases  and  only  where  we  think  that  the  bor- 
rower has  probably  the  capacity  to  pay  but  we  have  not  been  able  to  be 
assured  of  his  credit  background." 

As  to  the  rationale  for  the  deficiency  judgment,  Mr.  Elmer  stated, 
"AVe  regard  a  consumer  credit  loan  as  a  promise  to  pay  a  sum  of  money. 
To  be  of  value  in  banking  and  commerce  as  an  instrument  that  can  be 
dealt  with,  discounted  and  used  in  financing,  there  must  be  the  reason- 
able expectancy  that  this  promise  to  pay  will  be  kept  or  that  there 
will  be  adequate  legal  means  for  enforcing  the  debt."  Mr.  Elmer  ob- 
served that  personal  property  tends  to  depreciate  rapidly  "especially 
in  the  hands  of  irresponsible  or  dishonest  *  *  *  buyers."  He  argued 
in  favor  of  the  deficiency  judgment  as  a  penalty  for  carelessness. 
"Without  the  deterrent  effect  of  the  deficiency  judgment,  the  ratio  of 
default  and  the  percentage  of  credit  losses  would  go  up." 

Mr.  Elmer  maintained  that  the  number  of  such  suits  filed  by  banks 
is  a  very  small  fraction  of  the  loans  that  they  make.  Even  then,  he 
asserted^  they  are  filed  only  when  there  is  a  "reasonable  expectancy 
of  collection." 

M In  his  report  to  the  Governor,  dated  June  24,  1960,  Corporations  Commissioner  John 
G  Sobieski  alluded  to  referral  sales,  characterizing  them  as  bemg  one  type  ot 
"fraudulent  sales  promotions."  "I  have  taken  the  position,  administratively,  the 
commissioner  reported,  "that  the  purchase  of  paper  from  a  concern  which  engages 
in  the  fraudulent  sales  methods  is  an  'unsafe  practice'  within  the  meaning  ot 
the  Financial  Code  and,  therefore,  that  I  have  authority  to  direct  that  the  dis- 
counting of  such  paper  be  discontinued." 
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Assemblj^man  O'Connell  inquired  about  incentives,  on  the  part  of 
the  bank  or  the  dealer,  to  keep  the  deficiency  down  to  a  minimum.  Mr. 
Elmer's  response  was  to  the  effect  that  the  incentive  lay  in  the  very 
uncollectability  of  most  deficiency  judgments. 

ASSEMBLYMAN  O'CONNELL:  *  *  *  i  think  that  Avhat  it  boils 
down  to  is  that  where  it  appears  that  a  deficiency  would  not  be  collectible 
in  any  case,  then  the  obvious  thing  for  the  lender  or  dealer  to  do  is  to  get 
the  maximum  possible  amount  of  money  out  of  the  sale  made  subject  to 
repossession. 

MR.   ELMER:     I   think   it   could   certainly   be   said   that,   in   the   case 
of  the  legitimate  retailer,  *   *  *  nobody  wins  when  he  has  to  go  into  a 
deficiency  judgment — and  that's  generally  true^  in  the  case  of  a  legitimate 
lender  as   well   *    *    *. 
***** 

ASSEMBLYMAN  O'CONNELL:  AVell,  now,  let's  take  those  cases 
where  it  appears  that  there  is  a  good  chance  to  collect.  What  is  to  prevent 
a  collusive  arrangement  whereby  the  vehicle  is  sold  at  a  price  which  is 
somewhat  less  than  it  is  reasonably  expected   to  be  sold  for? 

MR.  ELMER:  *  *  *  My  belief  is  that  the  deficiency  judgment  can 
only  be  obtained  in  court  and  that  the  figure  allowed  by  the  court  would 
take  the  cost,  the  conditions  under  which  the  repossessed  [property]  has 
been  sold,  and  so  on,   into  consideration.   *   *   * 

ASSEMBLYMAN  O'CONNELL :  Except  that  about  90  percent  of  the 
deficiency  judgments  are  obtained  by  default. 

Mr.  Pratt  of  the  First  Western  Bank  indicated  agreement  with  Mr. 
Elmer's  position  regarding  deficiency  judgments,  but  he  conceded, 
upon  questioning,  that  he  knew  of  no  studies  which  establish  that  most 
borrowers  are  aware  of  the  deficiency  judgment  clause  in  sales  con- 
tracts at  the  time  of  signing. 

Bank  Credit  Plans 

Mr.  D.  Z.  Albright  of  the  Security  First  National  Bank  was  called 
upon  to  describe  its  revolving  credit  plan.  He  summarized  that,  "An 
individual  establishes  his  credit  with  us  for  a  certain  maximum  num- 
ber of  dollars.  *  *  *  The  credit  he  uses  at  his  own  election  by  merely 
drawing  checks  *  *  *  and  [those  cheeks]  come  in  *  *  *  and  create  the 
debt ;  and  the  carrying  charge  here  is  on  a  basis  of  simple  interest.  He 
is  billed  *  *  *  once  a  month.  *  *  *  [The]  carrying  charge,  in  the  case 
of  my  own  organization,  is  at  the  rate  of  1%  percent  per  month. 
*  *  *  This  credit  does  not  apply  in  its  entirety  or  in  its  general 
usage  to  all  individuals  who  are  seeking  consumer  credit  because  they 
must  meet  a  somewhat  different  set  of  requirements  *  *  *."  Mr.  Al- 
bright further  pointed  out  that  a  borrower,  under  this  plan,  must 
have  a  "splendid  credit  record."  He  also  stated  that  the  charge  is 
a  uniform  one,  and  a  minimum  of  10  percent  of  the  amount  outstand- 
ing must  be  paid  monthly.  . 

Another  type  of  financing  discussed  was  the  "Bankamericard. 
Speaking  for  his  institution,  Mr.  Wagele  explained  that  the  Bank  of 
America  Charge  Account  Plan  represents  extension  of  credit  to  those 
to  whom  it  has  issued  its  own  credit  card— "Bankamerieard".  The 
card  holder  may  use  this  form  of  bank  credit  to  purchase  merchandise 
and  services  from  merchants,  professional  persons,  and  other  members 
of  the  bank's  plan.  The  card  holder  can  use  his  bank  credit  to  pur- 
chase at  one  time  up  to  $25  or  $100  worth  of  services  or  merchandise— 
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depending   on  the   class  of  Bankamericard   the  bank   determines  he 
should  have. 

The  card  holder  purchases  by  presenting  his  Bankamericard  to  a 
merchant  member  of  the  plan.  The  merchant  pays  an  "entrance  fee" 

of  $25. 

The  Bankamericard  and  a  sales  draft  evidencing  the  transaction  and 
obligation  to  the  bank  of  the  card  holder  are  run  through  an  imprinter. 
The  card  holder  then  signs  and  acknowledges  his  obligation  to  the 
bank.  The  sales  draft  is  payable  to  the  bank  by  its  terms.  The  merchant 
deposits  the  sales  draft  to  his  account  at  his  branch  of  Bank  of  America 
and  receives  depository  credit  for  the  face  amount  of  the  draft,  less 
6  percent.  Based  on  volume  and  average  size  of  transaction,  the  cost 
to  the  dealer  may  be  reduced  to  as  low  as  If  percent.  This  is  accom- 
plished by  quarterly  refunds  to  the  dealer. 

Bank  of  America  processes  sales  drafts  and  bills  the  card  holder 
monthly.  The  billing  in  effect  is  a  demand  for  payment  of  the  drafts 
theretofore  accepted  25  days  after  the  date  of  the  billing.  It  contains 
an  option  to  the  card  holder  to  pay  the  accumulated  total  of  the  drafts 
he  has  accepted  and  agreed  to  pay  to  the  bank  on  the  extended  pay- 
ment plan.  There  is  no  charge  to  the  Bankamericard  holder  if  total 
payment  is  made  25  days  after  billing.  The  card  holder  may  elect  to 
use  the  extended  payment  plan,  paying  a  specified  minimum  payment 
or  more,  as  he  chooses,  plus,  with  the  subsequent  payments,  1^  percent 
of  the  outstanding  balances. 

There  is  no  charge  to  a  Bankamericard  holder  to  obtain  a  Bank- 
americard or  to  purchase  thereunder— his  only  cost  is  if  he  chooses  the 
extended  payment  plan. 

3.  PERSONAL  PROPERTY  BROKERS 

Personal  property  brokers  are  regulated  in  California  by  the  Per- 
sonal Property  Brokers  Law,  which  comprises  Division  9  of  the  Finan- 
cial Code.  This  law  relates  solely  to  loans  of  money  which  are  secured 
either  by  a  contract  involving  the  forfeiture  of  rights  in  or  to  personal 
property,  the  use  and  possession  of  which  is  retained  by  someone  other 
than  the 'lender,  "or  by  a  lien  on  wages,  salary,  earnings,  income  or 
commissions. ' '  ^'^ 

Certain  lenders  are  exempt  from  this  law  (e.g.,  banks,  trust  com- 
panies, credit  unions,  licensed  pawnbrokers,!^  certain  cooperative  asso- 
ciations and  other  corporations  engaged  in  making  loans  relating  to 
agricultural  enterprises,^^  and  insurance  companies  admitted  to  do 
business  in  California).!^  Further,  the  Personal  Property  Brokers  Law 
is  limited  to  those  who  are  "engaged  in  the  business  of  lending  money" 
and  therefore  the  Attorney  General  has  ruled  in  certain  cases _  that 
where  the  making  of  loans  was  merely  an  incident  to  another  business, 
(such  as  college  loans  to  needy  students  or  labor  union  welfare  loans 
to  members),  no  license  under  the  Personal  Property  Brokers  Law 
was  required.   Certain  transactions,  although  actually  loans,  are  also 

1*  Financial  Code,  Sec.  22009. 
15  Financial  Code,  Sec.  22050. 
i"  Financial  Code,  Sec.  22151. 
"Insurance  Code,  Sec.  1100.1. 
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exempt.  Conditional  sales  contracts  are  not  loa^is  ^^  and  are  specifically 
exempted  by  Section  22052  of  the  Financial  Code. 

"Charges"  permitted  by  the  Personal  Property  Brokers  Law  are 
defined  to  include  not  only  interest  or  compensation  for  the  nse  of 
money,  but  also  all  expenses  and  costs  of  investigating,  arranging,  ne- 
gotiating, procuring,  guaranteeing,  making,  servicing,  collecting  and 
enforcing  a  loan,  or  of  any  service  rendered,  charged  or  received  by  a 
lender,  broker  or  "any  other  person."  ^^  Thus,  the  Legislature  has 
limit ek  not  only  the  interest  which  may  le  charged,  lut  other  costs  to 
the  borrower  which  relate  to  the  loan.^^ 

The  maximum  rate  of  charge  which  a  ^licensed  personal  property 
broker  may  contract  for  is  2^  percent  per  month  on  the  portion  of 
the  unpaid  principal  balance  which  does  not  exceed  $200,  2  percent  per 
month  on  the  balance  in  excess  of  $200  (but  not  in  excess  of  $500)  and 
I  of  1  percent  on  the  balance  in  excess  of  $500.2i  If  any  property  secur- 
ing a  loan  by  a  personal  property  broker  is  insured  in  his  favor  against 
loss,  then  modification  in  the  interest  rates  must  be  made.-^ 

In  the  ease  of  loans  of  $5,000  and  over,  the  provisions  of  the  limiting 
charges  do  not  apply.--'^  As  a  licensed  personal  property  broker  is  ex- 
empted from  the  Constitutional  usury  provisions,  there  is  no  limit  of 
any  kind  to  the  charges  that  such  a  lender  may  exact  from  a  borrower 
where  the  amount  of  the  loan  is  $5,000  or  more  and  of  a  type  set  forth 
in  Section  22009  of  the  Financial  Code.-^ 

At  the  January  hearing,  Mr.  George  D.  Nickel,  President  of  the 
California  Loan  and  Finance  Association,  spoke  on  behalf  of  his  organi- 
zation which  is  the  trade  association  of  the  licensees  under  the  Personal 
Property  Brokers  Law. 

Under  California  law,  personal  property  brokers  are  not  permitted 
to  make  unsecured  loans.  The  California  Small  Loan  Act  covers  those 
loans.  Mr.  Nickel  explained  why  personal  property  brokers  do  not  ob- 
tain small  loan  licenses.  "  *  *  *  They,  in  effect,  make  unsecured  loans 
when  they  make  loans  on  the  security  of  wage  assignments  and,  in  fact, 
they  make  those  *  *  *  on  household  goods,  too,  because  [it  rarely 
happens  that  household  goods  are  repossessed.]  " 

Mr.  Nickel  said  the  chattel  mortgage  on  the  household  goods  or  the 
wage  assignment  is  made  primarily  for  psychological  purposes,  and 
that  repossession  generally  happens  only  when  the  security  is  aban- 
doned or  the  broker  is  requested  to  repossess.  He  explained  that  "We 
make  our  loans  primarily  on  the  basis  of  the  [family's  ability]  to 
repay,  not  on  the  basis  of  the  value  of  the  security — except  where 
motor  vehicles  are  concerned." 

Describing  the  typical  loan,  Mr.  Nickel  said  the  average  amount 
borrowed  was  $475,"  and  the  usual  length  is  about  18  months.  He  also 
commented  that  in  1958  "personal  property  brokers  made  just  about 
a  million  loans." 

18  Ve?-becfc  v.  Clymer,  202  Cal.  557. 

18  Financial  Code,  Sections  22003  and  22004.     .   ,  ^   ^         ^    ^    ^  .         ^   ,a  ^^  ^   ,.„v,n^ 

20SDeciflc  exceptions  are  found  in  the  Financial  Code:  statutory  fees  paid  to  a  public 
officer  for  aclinowledging,  recording-  or  releasing  an  instrument  securing  a  loan 
or  executed  in  connection  with  the  loan  (Sec.  22472),  premiums  tor  insurance 
on  property  securing  a  loan  (Sec.  22005  and  22458),  and  charges  for  providing 
credit  life  insurance  (Sec.  2245S.1). 

21  Financial  Code,  Sec.  22451. 

22  Financial  Code,  Sec.  22452. 

23  Financial  Code,  Sec.  22053. 

^^  Budget  Finance  Plan  v.  Gawson,  34  Cal.  2d  95. 
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Mr.  Nickel  called  the  California  rate  schedule  "one  of  the  lowest 
in  the  United  States. ' '  Chairman  DeLotto  asked  whether  the  companies 
always  lend  at  the  maximum  allowable  rates.  Mr.  Nickel  answered, 
"Yes,  [while]  some  companies,  up  until  two  years  ago,  were  charging 
less  than  the  maximum,  *  *  *  the  costs  of  operation  have  increased, 
[and]  we  have  been  forced  to  go  up  to  the  maximum  [while]  rates  have 
remained  steady." 

Mr.  Nickel  commented  that  the  1959  legislation  allowing  optional 
precomputation  of  interest  has  proved  economical  for  the  personal 
property  brokers  and  added  that,  "Now  many  companies  have  shied 
away  from  precomputation  because  they  believe  it's  too  complicated 
for  their  operations.  But  one  thing  precomputation  does  do  *  *  * 
[is  that]  it  informs  the  borrower  at  the  time  the  loan  is  made  exactly 
what  the  loan  will  cost  him  in  dollars  and  cents,  *  *  *  because  you 
compute  the  full  charges  at  [that  time]  and  add  them  to  the  face 
amount  of  the  note  so  he  gets  whatever  the  amount  of  the  note  is,  plus 
the  charges,  and  he  sees  those  charges  in  one  lump  sum." 

Discussing  the  personal  property  broker's  source  of  money,  Mr. 
Nickel  said  the  cost  of  borrowed  funds  is  "vital"  to  his  industry, 
"because  next  to  salaries,  and  right  along  with  *  *  *  bad  debts,  it's 
the  major  cost  of  our  operation  *  *  *."  He  then  related  that  "the 
only  source  from  which  we  are  excluded  is  *  *  *  depositors."  "Con- 
trarv  to  what  many  people  believe,"  he  added,  "no  [company]  in  the 
personal  property^  brokers'  field,  small  *  *  *  or  large,  can  operate 
successfully  using  its  own  money  or  its  own  invested  capital.  Any 
company  in  the  personal  property  brokers'  field,  to  show  a  net  profit, 
must  rely  on  the  leverage  that  comes  from  borrowing  to  broaden  the 
earning  base.  A  large  chain  company,  such  as  the  company  I  represent, 
[Beneficial  Finance]  *  *  *  or  Pacific  Finance,  will  yield  about  70 
percent  borrowings  for  about  30  percent  capital  stock  surplus.  *  *  * 
Now,  .just  about  all  companies  use  bank  borrowings.  Small  companies  ^^ 
*  *  *'  will  borrow  money  from  banks  at  a  cost  of  between  6  to  10  per- 
cent earned  per  annum,'  simple  interest,  with  a  range  *  *  *  upward, 
around  7,  8  and  9  percent.  A  large  company,  *  *  *  such  as  Household 
Finance,  *  *  *  at  this  time,  strangely  enough,  will  borrow  money  at  a 
cost  not  too  far  below  the  cost  of  a  small  company,  which  is  a  change 
which  has  come  within  the  last  two  years. ' ' 

Mr.  Nickel  said  that  common  and  preferred  stock  are  the  only  other 
sources  of  money.  He  estimated  that  the  cost  was  about  6  percent  for 
a  large  company  and  7  or  8  percent  for  a  small  company. 

Mr.  Nickel  described  the  typical  borrower  as  being,  for  the  most 
part,  younger  married  couples  representing  primarily  the  skilled  and 
semiskilled  workers.  He  added  that  the  loans  from  the  personal  prop- 
erty brokers  were  generally  for  "smaller  amounts  than  the  loans 
extended  by  other  credit  granters  and  they  are  generally  extended  to 
customers  who  have  less  well-established  credit  than  some  of  our  com- 
petitors." 

He  referred  to  the  idea  of  people  comparing  credit  costs.  The 
average   person   who   comes  *  *  *  says,   'We   can  pay  so   much   per 

25  Mr   Nickel  defined  a  "small  company"  as  being  one  with  outstanding  loans  of  about 
$250,000. 
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month' — what  can  you  do  with  that?"  He  thereupon  concluded  that 
failure  to  "shop"  for  credit  was  entirely  the  fault  of  the  buyer. 

4.  INDUSTRIAL  LOAN  COMPANIES 

Under  the  Industrial  Loan  Law,^'^  industrial  loan  companies  are 
corporations  which  engage  in  the  loaning  of  money.  They  are  authorized 
to  loan  money,  secured  or  unsecured,  and  to  collect  and  receive  charges 
for  loans  in  advance  or  otherwise.  They  are  subject  to  the  provisions 
and  regulations  of  the  Corporate  Securities  Law  of  the  Corporation 
Code  and  the  Industrial  Loan  Law  of  the  Financial  Code. 

The  interest  rates  imposable  by  industHal  loan  companies  are  set 
forth  in  the  Financial  Code.-^  Industrial  loan  companies  are  exempt 
from  the  usury  provisions  of  the  California  Constitution.  The  Legisla- 
ture, however,  has  limited  charges  on  loans  made  by  such  conipanies. 
The  term  "charges"  is  defined  to  include  the  aggregate  of  interest, 
fees,  bonuses,  commissions,  brokerage  discounts,  expenses  and  other 
forms  of  costs  charged  or  received  by  any  person  in  connection  with  the 
loan.28  This  definition  is  substantially  the  same  as  that  of  "charges" 
in  the  Personal  Property  Brokers  Law.^*^ 

Charges  of  an  industrial  loan  company  may  not  exceed  2-|  percent 
per  month  on  the  portion  of  the  unpaid  principal  balance  which  does 
not  exceed  $100,  2  percent  per  month  on  the  portion  in  excess  of  $100 
(but  not  in  excess  of  $300)  and  five-sixths  of  1  percent  per  month  on 
the  portion  in  excess  of  $300.^*^  However,  if  in  connection  with  a  loan, 
credit  insurance  is  taken  in  favor  of  the  industrial  loan  company  then 
the  interest  rates  imposable  are  reduced.^^ 

The  provisions  of  the  code  regulating  the  maximum  rates  of  indus- 
trial loan  companies  do  not  apply  to  loans  of  $10,000  and  over.  There- 
fore, there  is  no  limitation  of  any  hind  on  the  amount  of  interest  or 
charges  an  industrial  loan  company  can  collect  from  those  who  borrow 
$10,000  or  more. 

In  the  case  of  delinquent  principal  balances  in  excess  of  $300,  an 
industrial  loan  company  may  collect  court  costs  and  reasonable  attor- 
neys' fees  allowed  by  a  court  in  a  judgment,  or,  where  no  judgment  at 
law  is  sought,  collect  bona  fide  expenses  incurred  and  paid  not  exceed- 
ing 10  percent  of  the  unpaid  principal  balance.^^ 

Where  interest  and  charges  deducted  in  advance  are  in  excess  of  the 
permitted  maximum  by  reason  of  any  prepayment  of  the  loan  or  of  an 
installment,  a  refund  must  be  made.^^  An  industrial  loan  company  is 
permitted  to  collect  from  the  borrower,  in  addition  to  the  charges  per- 
mitted, the  statutory  fees  paid  to  a  public  officer  for  acknowledging, 
recording  or  releasing  an  instrument  securing  a  loan,  and  insurance 
premiums  for  insurance  on  tangible,  real  and  personal  property  offered 
as  security  for  the  loan.^^ 


2s  Division  7  of  the  Financial  Code. 

27  Financial  Code,  Sec.  18000  et.  seq. 

28  Financial  Code,  Sec.  18651. 

29  Financial  Code,  Sec.  22004. 

30  Financial  Code,  Sec.  18655. 

31  Financial  Code,  Sec.  18656. 

32  Financial  Code,  Sec.  18662. 

33  Financial  Code,  Sec.  18667. 

3*  Financial  Code,  Sec.  18660  and  18661. 
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Mr.  Eobert  B.  Donoliue,  speaking  for  the  California  Association  of 
Industrial  Loan  Companies,  testified  at  the  January  hearing.  In  dis- 
cussing the  report  of  the  previous  year  by  the  Corporations  Commis- 
sioner on  industrial  loan  companies,  he  stated  that  the  outstanding 
assets  of  all  the  companies  amounted  to  $139,298,402  and  that  there 
were  about  twenty-one  companies  (with  about  165  offices)  in  the  state. 
He  added  that  "they  had  an  operating  expense  of  $14,426,841,  which 
was  an  increase  of  $1,313,614  over  1957,  the  previous  year.  They  paid 
interest  on  their  certificates  of  *  *  *  25.82  percent  in  gross  income,  so 
that,  out  of  the  gross  total  income  of  $22,184,282,  they  have  total  ex- 
penses of  $21,897,010  or  a  net  profit  of  $257,571,  or  1.16  percent  of  the 
total  income." 

Assemblyman  Rees  observed  that  industrial  loan  companies  have  a 
wide  scope  of  lending  as  they  may  lend  "every  place  a  personal  prop- 
erty broker  can  lend,  and  can  also  lend  in  many  of  the  areas  that  banks 
can  lend  in  terms  of  the  collateral  used." 

Assemblyman  Rees  asked  about  the  kind  of  trade  an  industrial  loan 
company  has.  "There  was  a  time  when  the  banks  got  the  'cream', 
*  *  *''  ]y[p  Donohue  replied,  "but  now  it's  just  pretty  much  an  open 
competition.  The  banks  will  take  borrowers  nowadays  that  formerly 
they  wouldn't,  and  I  don't  think  it's  designated  into  special  groups. 
I  think  the  'people  have  become  more  alert  to  what  they  can  do  in  lar- 
gaiyiing  for  terms  and  they  go  where  they  can  get  the  best  deal."  ^^ 

Chairman  DeLotto  then  asked  about  the  cost  of  money  to  the  indus- 
trial loan  company.  Mr.  Donohue  stated :  It  runs  4  to  5  percent ;  some 
companies  are  paying  four  on  a  certain  type  of  certificate  and  four- 
and-a-half  on  other  certificates  which  are  in  units  of  larger  amounts; 
and  some  companies  are  paying  five  on  all  certificates.  There  again, 
the  economic  considerations  come  in.  In  some  communities  they  have 
the  competition  where  they  have  to  pay  more  to  get  their  money. ' '  He 
added  that  there  are  other  costs  involved  in  making  the  loan  and  that 
at  least  90  percent  of  the  companies  are  charging  the  maximum  rates 
allowed  by  law. 

5.  CREDIT  UNIONS 

Credit  unions,  as  defined  in  the  Financial  Code,  are  "cooperative 
corporations  organized  for  the  purposes  of  promoting  thrift  among 
their  members  and  creating  sources  of  credit  for  them  for  provident 
purposes.  "^*^  They  are  organized  under  two  laws,  the  Federal  Credit 
Union  Act  and  the  California  Credit  Union  Law  (Division  5  of  the 
Financial  Code).  A  credit  union,  therefore,  may  be  state-chartered  or 
federally-chartered  at  its  own  option.  Further  discussion  here  will  as- 
sume a  state-chartered  credit  union. 

Credit  unions  are  authorized  to  make  loans  to  its  members  upon  such 
terms  and  conditions  as  provided  by  its  by-laws  and  credit  committees.^^ 
Charges  (including  interest)  which  a  credit  union  may  assess  are  lim- 
ited to  1  percent  per  month  simple  interest  on  a  declining  balance  basis. 
The  cost  of  insvirance  and  any  costs  of  acknowledgment,  certification, 
etc.,  are  not  considered  charges  incident  to  the  making  of  a  loan.^^  In 

"^  Emphasis  added. 
30  Financial  Code,  Sec.  14000. 
3T  Financial  Code,  Sec.  14802. 
38  Financial  Code,  Sec.  14901. 
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the  case  of  delinquent  loans,  a  charge  of  1  percent  per  month  on  the 
amount  which  is  past  due  is  permitted.^^ 

The  limit  on  charges  applies  to  loans,  regardless  of  size,  although 
no  credit  union  may  make  a  loan  in  excess  of  $3,000  or  10  percent  of 
its  unimpaired  capital  (whichever  is  greater)  with  an  overall  limitation 
of  $10,000  to  one  borrower.^^ 

The  committee  heard  from  Mr.  Clarence  Murphy,  spokesman  for  the 
California  Credit  Union  League,  at  the  January  hearing.  He  stated  that 
at  the  end  of  1959  there  were  1,684  credit  unions  operating  in  Cali- 
fornia, serving  about  1,292,000  members.  State-chartered  credit  unions 
numbered  640  while  1,044  operated  under  Federal  law.  He  estimated 
that,  at  the  end  of  1959,  all  the  credit  unibns  in  California  had  assets 
of  $609,000,000,  that  the  savings  of  members  totaled  $540,000,000,  and 
that  there  were  634,000  borrowers.  Mr.  Murphy  pointed  out  that  only 
members  of  a  credit  union  may  borrow  from  it,  and  that  to  form  a 
credit  union  there  must  be  a  bona  fide  community  interest  based  on 
membership,  residence,  and  employment.  On  the  point  of  membership. 
Assemblyman  Rees  suggested  the  possibility  of  a  rule  preventing  a 
credit  union  from  taking  money  out  of  a  member's  last  paycheck  to 
repay  a  loan  when  the  employee  has  lost  his  job.  Mr.  Murphy  stated 
that  this  is  a  practice  which  is  discouraged,  but  that  the  presence  or 
absence  of  an  acceleration  clause  is  a  policy  decision  of  the  board  of 
directors  of  the  individual  credit  union. 

Discussing  the  maximum  rates  imposable  by  a  credit  union,  Mr. 
Murphy  commented  that  there  is  little  difference  between  a  State- 
chartered  or  Federally-chartered  credit  union.  Regarding  the  amount 
charged,  he  said:  "Many  of  the  credit  unions  charge  a  lesser  rate.  They 
may  not  charge  more  than  this  1  percent  per  month  which  is  12  percent 
simple  interest,  but  they  may  charge  a  lesser  rate  if  fixed  by  policy  by 
the  board  of  directors.  For  example,  *  *  *  we  charge,  on  new  auto- 
mobile secured  loans,  *  *  *  three-quarters  of  1  percent  on  the  unpaid 
balance,  or  9  percent  simple  interest.  On  loans  that  are  wholly  secured 
by  the  savings  of  the  member,  very  often  the  interest  rate  is  even  less 
than  that.  Some  credit  unions  will  charge  one-half  of  1  percent  of  the 
unpaid  balance  and  others  will  charge  as  much  as  6/10  of  1  percent, 
[or]  7.2  percent  simple  interest." 

Dealing  with  the  cost  of  money  to  the  credit  union,  Mr.  Murphy 
stated  that  the  average  dividend  paid  by  a  credit  union  is  slightly  over 
4  percent  per  annum,  and  that  there  are  a  number  of  credit  unions 
using  borrowed  money  in  excess  of  the  savings  of  the  members.  He 
added,  "A  credit  union  may  borrow  up  to  50  percent  of  its  paid-in 
and  unimpaired  capital,  and  service.  They  seldom  do.  At  all  times, 
there  are  a  number  of  credit  unions  using  borrowed  money  and  for 
the  use  of  that  money,  they  pay  anywhere  from  4  percent  to  6^  percent. 
They  have  found  it  difficult  to  establish  a  line  of  credit,  in  many  in- 
stances at  recognized  commercial  institutions;  therefore,  they  resort  to 
a  very  large  degree  of  horr owing  from  one  another."  ^^ 

Discussing  the  costs  of  the  credit  union,  Mr.  Murphy  reported  that 
the  recent  increase  of  the  minimum  franchise  tax  from  $25  to  $100 

8B  Financial  Code,  Sec.  14852. 
«  Financial  Code,  Sec.  14904. 
"  Emphasis  added. 
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has  caused  a  great  decline  in  the  number  of  new  credit  unions  to  be 
chartered  under  the  California  Credit  Union  Law.  Assemblyman 
Keagan  stated  that  the  reason  for  the  rates  of  credit  unions  being  Ioav 
was  that  outside  of  the  franchise  tax,  they  pay  none  of  the  taxes  that 
their  competitors  do.  "That  is  possibly  a  minor  factor  *  *  *,"  Mr. 
Murphy  replied,  "because  in  analyzing  the  income  of  credit  unions 
(and  recognizing  that  the  dividends  they  pay  are  the  same  as  the 
interest  paid  on  savings  accounts  in  commercial  banks),  *  *  *  if  that 
were  exempted  as  an^  expense,  *  *  *  the  tax  burden  on  the  credit 
union  would  be  very  little. ' ' 

Assemblyman  Rees  wondered  whether  a  consumer  who  belonged  to_  a 
credit  union  and  needed  a  consumer  loan  would  go  there  first  for  it. 
"I  would  say  that  they  should,"  Mr.  Murphy  replied,  "but  they  don't 
always  do  so.  I  think  that  was  pointed  out  in  the  earlier  testimony 
where  the  [buyers]  are  so  anxious  to  get  their  hands  on  the  product, 
that  they  will  sign  anything  to  [obtain]  it,  and  consequently,  they  pay 
considerably  more  *  *  *  . " 

6.  PAWNBROKERS 

Pawnbrokers  are  regulated  by  Division  8  of  the  Financial  Code.  The 
loan  charge  limitations  applicable  to  pawnbrokers  were  amended  in 
1959  and  now  permit  the  following :  2i  percent  per  month  of  the  por- 
tion of  the  unpaid  balance  which  does  not  exceed  $100,  2  percent  per 
month  on  the  balance  in  excess  of  $100  (but  not  in  excess  of  $500),  and 
five-sixth  of  1  percent  on  the  balance  in  excess  of  $500.  The  Code  also 
provides  that  a  minimum  charge  of  75  cents  per  month  may  be  imposed 
on  loans  of  less  than  $10,  and  a  minimum  charge  of  $1  per  month  may 
be  imposed  on  any  loan  of  $10  or  more. 

Mr.  John  Gilchrist  gave  testimony  at  the  January  hearing  on  behalf 
of  the  California  Collateral  Loan  Association.  He  declared  that  prior 
to  enactment  of  the  1959  amendment,  California  had  one  of  the  lowest 
schedules  of  rates  in  the  nation.  lie  also  testified  that:  "There  are 
approximately  220  *  *  *  pawnbrokers  in  the  State  of  California,  and 
of  that  number,  we  [represent]  *  *  *  190  to  195.  The  average  loan 
throughout  the  State  of  California  is  $8.75.  The  average  holding  period 
for  those  loans  is  approximately  60  days.  Approximately  85  percent  of 
the  total  number  of  loans  are  redeemed  at  the  end  of  the  sixty  day 
period,  and  90  to  92  percent  of  all  the  loans  are  redeemed  by  the  end 
of  the  six  month  redemption  period." 

Mr.  Gilchrist  estimated  the  pawnbroker's  cost  in  making  a  loan  at 
48  cents.  As  to  the  source  of  money,  he  stated  that  the  money  is  gen- 
erally personal  money,  and  that  only  upon  occasion  do  the  pawnbrokers 
borrow  from  banks.  Money  borrowed  from  banks  is  not  secured  by  the 
pawnbroker's  type  of  loan. 

The  typical  borrower  from  the  pawnbroker  was  described  as  "the 
classification  of  people  who  cannot  obtain  loans  from  any  other  type 
of  lending  agency,  with  the  possible  exception  of  the  credit  union.  *  *  * 
Due  to  the  low  "average  amount  of  the  loan,  very  few  of  the  lending 
institutions  will  go  down  that  low  *  *  *  .  The  type  of  people  we  get 
are  those  who  are  new  *  *  *  to  the  community  *  *  *  ;  who  have  no 
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established  credit;  or  they  would  be  the  type  of  people  who  would  be 
employed  on  an  hourly  basis  *  *  *  and  would  require  small  sums  of 
money  *  *  *  for  emergency  purposes  *  *  *  ."  "But,  strange  as  it 
may  seem,"  Mr.  Gilchrist  observed,  "that  money  is  rarely  ever  used 
for  personal  pleasure  or  liquor  or  anything  such  as  that." 

7.  SMALL  LOAN  COMPANIES 

The  California  Small  Loan  Law  ^^  is  applicable  to  persons  or  organ- 
izations who  are  engaged  in  the  business  of  making  loans  in  the 
amount  of  $300  or  less,  without  regard  to^the  security.''^  In  addition 
to  loans  of  money,  loans  of  credit,  goods  or  things  in  action  are  also 
regulated.^^  The  same  lenders  that  are  exempted  from  the  Personal 
Property  Brokers  Law  are  exempted  from  the  California  Small  Loan 
Law  ^^  plus  licensed  personal  property  brokers  when  transacting  busi- 
ness as  authorized  by  the  Personal  Property  Brokers  Law."^^  The  opin- 
ion of  the  Attorney  General  relating  to  the  making  of  loans  which  are 
merely  incidental  to  another  business  applies  to  the  California  Small 
Loan  Law  as  well  as  to  the  Personal  Property  Brokers  Law. 

Insofar  as  exempted  transactions  are  concerned,  there  is  a  difference 
between  the  Personal  Property  Brokers  Law  and  the  California  Small 
Loan  Law.  Conditional  sales  contracts  (which  are  not  loans)  are  ex- 
empted from  both  laws.  Flooring  contracts,  however,  are  not  exempt 
from  the  Small  Loan  Law.  Loans  of  credit  made  pursuant  to  a  plan 
involving  the  issuance  of  a  credit  card  for  which  the  charge  does  not 
exceed  $10  per  year  are  exempted,  provided  there  is  no  other  charge 
to  the  holder  of  the  credit  card.^''' 

"Charges"  are  defined  in  the  Small  Loan  Law^^  substantially  the 
same  as  under  the  Personal  Property  Brokers  Law.  However,  the 
lender  under  the  Small  Loan  Law  is  not  exempt  from  the  constitu- 
tional provisions  relating  to  usury.  Therefore,  in  addition  to^  the 
10  percent  per  annum  limitation  as  to  interest,^^  there  is  a  provision 
limiting  the  amount  of  expense  charges  a  lender  can  make  under  the 
Small  Loan  Law.  Such  charges  are  limited  to  the  "actual  outlay"  of 
the  lender  and,  when  added  to  interest,  may  not  exceed  the  aggregate 
amount  of  2^  percent  per  month  on  that  portion  of  unpaid  principal 
balance  of  the  loan  not  in  excess  of  $100  and  2  percent  per  month 
which  is  in  excess  of  $100  but  not  in  excess  of  $300  as  $300  is  the 
maximum  amount  allowed.  If  property  securing  the  loan  is  insured 
in  favor  of  the  lender,  the  ceiling  on  expense  charges  for  actual  outlay 
is,  when  added  to  interest,  2  percent  per  month. 

Charges  for  statutory  fees  to  public  officers  for  acknowledging, 
filing,  recording  or  releasing  instruments  executed  in  connection  with 

^2  Financial  Code,  Div.  10.  ■  j.       ■         ^^ 

«  Deputy  Corporations  Commissioner  John  A.  Metzler  stated  to  tlie  committee  investi- 
gator in  October  1959  that  there  were,  at  that  time,  only  three  licensees  under 
this  law. 

«  Financial  Code,  Sec.  24200. 

«  Financial  Code,  Sees.  24050  and  24051. 

«  Financial  Code,  Sec.  24053. 

^T  Financial  Code,  Sec.  24051.1. 

«  Financial  Code,  Sees.  24003  and  24004. 

«  Financial  Code,  Sec.  24451. 
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the  loan  are  permitted  ^^  as  are  charges  for  insurance  on  tangible 
personal  property  securing  the  loan.^^ 

Both  the  Personal  Property  Brokers  Law  and  the  California  Small 
Loan  Law  are  licensing  laws.  They  are  primarily  concerned  with  the 
protection  of  borrowers.  In  the  one  case  the  application  of  the  law  to 
a  transaction  is  dependent  upon  the  type  of  security  for  the  loan.  In 
the  other  case  the  size  of  loan  is  the  determining  factor.  The  Indus- 
trial Loan  Law  and  the  California  Credit  Union  Law  differ  in  that 
they  relate  to  corporations  formed  under  those  laws.  The  solvency 
of  the  lender  is  a  matter  of  concern  under  these  laws  although  they 
also  contain  regulations  aimed  at  the  protection  of  the  borrowers. 
However,  their  application  is  not  dependent  upon  either  the  size  of 
the  loan  or  the  nature  of  the  security  taken. 

8.  SAVINGS  AND  LOAN  ASSOCIATIONS 

A  savings  and  loan  association  may  be  defined  in  theoretical  terms 
as  an  organization  of  people  entitled  to  equal  privileges,  co-operating 
by  established  periodic  and  equal  payments  per  share  in  the  creation 
of  a  common  fund  which  may  be  loaned  to  any  member  for  the  pur- 
pose of  building  on  property  purchased  therewith  or  on  other  prop- 
erty on  which  the  association  obtains  a  lien,  and  sharing  the  profits 
and  losses  of  the  association  according  to  their  respective  interests. 
The  statutory  definition  of  a  savings  and  loan  association,  except 
federal  savings  and  loan  associations,  is  "Any  institution  incorporated 
to  conduct,  *  *  *  the  business  of  receiving  and  lending  money  in 
accordance  with  the  provisions  of  Division  2,  Part  1,  of  the  Financial 
Code."  52 

Savings  and  loan  associations  are  regulated  by  Division  2  of  the 
Financial  Code,  known  as  the  Savings  and  Loan  Association  Law.  The 
state  agency  involved  is  the  Division  of  Savings  and  Loan  which  is 
headed  by  the  Savings  and  Loan  Commissioner.^^ 

A  savings  and  loan  association  is  not  a  banking  corporation.  An 
association  may  not  carry  on  its  books  any  demand,  commercial,  or 
checking  account,  or  any  credit  to  be  withdrawn  upon  a  negotiable 
check  or  draft.  Nor  may  it  advertise  or  represent  itself  to  the  public 
as  a  bank  or  as  a  trust  company,  or  do  a  trust  business.  Any  associa- 
tion whose  corporate  name  does  not  include  the  words  "building  and 
loan,"  "building-loan,"  or  "savings  and  loan"  is  required  to  state  in 
all  advertisements  that  "This  is  a  savings  and  loan  association."  ^4 

Federal  savings  and  loan  associations  are  governed  by  the  Federal 
Home  Loan  Bank  Board.  The  Veterans  Administration,  Federal  Hous- 
ing Administration,  and  Federal  National  Mortgage  Association  are 
also  involved  in  regulation  of  federal  savings  and  loan  associations.  The 
California  statutes  applying  to  federal  savings  and  loan  associations 
duplicate,  in  most  particulars,  the  statutes  applicable  to  building  and 
loan  associations.  As  to  their  powers,  the  code  provides  that  every 
federal  savings  and  loan  association  incorporated  under  the  provisions 
of  the  Home  Owners'  Loan  Act  of  1933,  and  the  holders  of  shares  or 


Eo  Financial  Code,  Sec.  24455. 
SI  Financial  Code,  Sec.  24466. 
62  Financial  Code,  Sec.  5057. 
Bs  Financial  Code,  Sec.  5200. 
w  Financial  Code,  Sec.  5013. 
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share  accounts  issued  by  any  such  association  have  all  the  rights,  pow- 
ers, and  privileges  and  are  entitled  to  the  same  exemptions  and  immuni- 
ties, as  are  granted  to  savings  and  loan  associations  organized  under 
the  laws  of  this  State,  and  to  the  holders  of  investment  certificates, 
membership  shares,  or  guarantee  stock  of  domestic  associations.^^ 

Interest  rates  imposable  by  savings  and  loan  associations  are  not 
regulated  under  California  law,  for  the  same  reason  discussed  above  in 
relation  to  commercial  banks.  However,  the  federal  interest  rate  maxi- 
mum is  8  percent  per  annum.  In  addition  to  this  8  percent  figure, 
"points"  are  often  charged  on  mortgages. 

Mr.  Franklin  Hardinge  represented  the  Qalif ornia  Savings  and  Loan 
League  at  the  Sacramento  hearing.  Committee  members  were  furnished 
an  elaborate  analysis  of  the  national  money  market  for  the  years  1950 
through  1959,  with  the  figures  for  the  concluding  year  representing  a 
projection. 

''*  *  *  To  the  extent  that  these  statistics  are  available,"^®  Mr. 
Hardinge  told  the  committee,  "this  is  a  pretty  good  picture  as  to  the 
funds  which  have  been  saved  by  individuals  and  corporations  over  the 
years,  showing  the  movement  in  *  *  *  the  last  eight  ^■'  years  and  to 
give  you  some  idea  as  to  what  happened  to  cause  the  increase  in  in- 
terest rates  *  *  *  . " 

According  to  the  Savings  and  Loan  League's  figures,  the  supply  of 
money  for  lending  has  increased  by  approximately  $130,000,000,000  in 
the  period  1950-1958, ' '  and  in  1959  it  will  go  up  another  $26,000,000,000, ' ' 
Mr.  Hardinge  added.  He  drew  attention  to  the  fact  that,  in  1951,  the 
aggregate  of  money  available  for  lending  was  roughly  $52,562,000,000 
while  the  total  corporate  borrowings,  governmental  loans  and  consumer 
credit  was  $52,301,000,000 — "a  fairly  good  balance;  therefore,  your 
money  market  certainly  was  not  '  tight '. ' ' 

Turning  to  the  figures  for  1955,  however,  the  witness  noted  that  an 
imbalance  occurred,  with  a  deficit  of  some  $13,531,000,000  for  that 
year.  The  "tight  money"  condition  commenced  in  that  year,  but  Mr. 
Hardinge  observed  that  money  has  not  necessarily  been  scarce  "because 
in  1959  we  had  $94,000,000,000  worth  of  loans  made— which  contrasts 
with  just  $52,000,000,000  worth  of  loans  *  *  *  in  1951.  Certainly 
money  is  not  scarce,  even  though  it  is  somewhat  expensive.^^ 

The  allusion  to  the  Federal  Government's  money  policy  prompted 
Assemblyman  Eees  to  ask  what  effect  a  recent  5  percent  valuation  on 
short  term  government  debentures  had  produced  on  savings  and  loans 
who  have  been  paying  4^  percent  for  their  money, 

MR.  HARDINGE:  *  *  *  jt  has  unquestionably  been  a  factor  in  the 
recent  increase  [in  interest  rates  on  deposits]  from  4  to  4^  percent  *  *  *. 
The  banks  and  the  savings  and  loan  associations  in  the  East  felt  it  much 
more  because  the  money  market  rates  are  generally  much  lower  [there] 
*   *  * 


66  Financial  Code,  Sec.  11000.  „     ^  ^^ 
60  Mr.  Hardinge  cautioned  that  his  data  did  not  represent  "a  complete  picture     of  the 

course  of  available  funds  for  loans.  He  pointed  out,   specifically,  that  it  did  not 
include  savings  in  the  stock  market  or  real  estate  investments. 

67  Since  the  data  for  1950  related  only  to  supply  of  money  and  because  of  the  hypo- 

thetical data  for  1959,  the  presentation  included  full  factual  breakdowns  on  only 
eight  years  (1951-1958). 

68  Emphasis  added. 
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ASSEMBLYMAN  REES  :  *  *  *  In  the  past,  what  has  been  the  rela- 
tionship of  the  yield  on  short-term  Government  securities  and  the  percent- 
age which  you  pay  for  your  money? 

MR.  HARDINGE  :  Traditionally,  it  has  been  lower.  *  *  *  The  [rate  at 
which]  the  United  States  Government  has  been  able  to  borrow  money  has 
always  been  the  lowest  rate  in  the  country,  and  all  other  rates  have  been 
based  and  have  been  built  on  top  of  that  *   *   *. 

***** 

ASSEMBLYMAN  REES  :  So  *  *  *  your  toughest  competition  for  get- 
ting money  loaned  out  for  home  purchases  in  California  is  from  the  Federal 
Government — which  is  now  a  half  percentage  above  you,  [whereas]  it  has 
usually  been  about  a  half  percentage  below  you? 

MR.  HARDINGE :  I  wouldn't  say  it's  a  tough  source  of  competition 
*  *  *  for  the  simple  reason  that  people  who  invest  in  Government  bonds 
usually  have  large  sums  of  money,  whereas  our  typical  customer  is  a  person 
with  more  modest  means  *  *  *.  It  has  its  influence,  but  I  wouldn't  say 
[the  effect  is  drastic].  It  has  more  [of  an  effect]  in  the  East. 

Discussing  interest  rates  paid  by  the  borrower,  Mr.  Hardinge  observed 
that,  in  the  mortgage  loan  field,  interest  is  charged  on  the  balance  of 
the  loan  outstanding.  ("Therefore,  the  stated  interest  is,  in  effect,  the 
actual  interest  charge.")  He  contrasted  this  with  the  customary  prac- 
tice of  discounting  the  interest  at  the  beginning  of  the  term  in  most 
instances  of  consumer  loans.  < '  *  *  *  The  borrower  only  has  use  of  half 
of  the  funds,  so  that,  as  a  result,  it  amounts  to  the  effective  interest 
rate  being  almost  double  the  stated  interest  rate." 

Mr.  Hardinge  recited  the  various  charges  incident  to  loans.  These 
costs  include  title  insurance,  appraisal  and  credit  reports,  "[and],  in 
the  field  of  construction  loans,  where  a  great  many  inspections  of 
property  during  construction  [are]  involved,  where  many  pay-outs  are 
made  to  different  material  people  and  subcontractors,  there  is  usually 
a  charge  of  from  2  to  2^  percent  made  for  a  service  rendered  *  *  *." 
In  response  to  a  question  from  Chairman  DeLotto,  the  witness  indi- 
cated that  if  the  loan  were  for  $10,000  the  amount  of  the  charge  would 
be  in  the  neighborhood  of  $200  to  $250. 

At  this  juncture,  Mr.  Hardinge  explained  the  "point"  system  used 
by  savings  and  loan  associations.  ' '  It  has  been  said  by  some  *  *  *  that 
a  point  *  *  *  is  an  extra  point  of  interest.  This  is  not  so,  because  a 
point  would  be — if  we  are  talking  about  a  1  percent  [on]  this  $10,000 
loan — this  would  be  $100.  But  this  one  point  is  amortized  either  over 
the  entire  length  of  the  loan  (if  it  is  a  20-year  loan)  or,  more  typically, 
it  is  amortized  over  the  average  term  that  loans  are  on  the  books  (which 
is  about  eight  years),  so  that  a  charge  of  about  one  point,  on  top  of  all 
the  other  charges,  actually  constitutes  about  one-eighth  of  1  percent  of 
yield  to  the  lender  and,  therefore,  one-eighth  of  1  percent  cost  to  the 
borrower."  As  a  case  in  point,  Mr.  Hardinge  stated  that  if  a  loan  is 
quoted  at  6  percent  interest  and  two  points,  it  signifies  that  the  interest 
has  been  raised  by  one-fourth  of  1  percent — noi  two  full  'percentage 
points  or  8  percent. 
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CALIFORNIA  UNEMPLOYMENT  COMPENSATION  DISABILITY  FUND 

The  California  Unemployment  Compensation  Disability  Act  was 
enacted  into  law  by  the  1946  Special  Session  of  the  California  State 
Legislature.  The  act  was  designed  to  compensate,  in  part,  for  the  wage 
loss  sustained  by  individuals  unemployed  because  of  sickness  or  injury. 

The  act  and  the  Disability  Insurance  Fund  established  by  it  are 
administered  by  the  California  State  Department  of  Employment. 

The  act  was  adopted  in  California  only  after  many  years  of  argu- 
ment between  labor  unions  who  generally  support  the  concept  of  this 
form  of  social  insurance  and  insurance  companies  who  say  this  act 
is  an  encroachment  on  the  traditional  forms  of  private  insurance 
underwriting. 

As  originally  introduced  into  the  Legislature,  the  Unemployment 
Compensation  Disability  Act  established  a  state  monopoly  in  the  field 
of  disability  insurance  much  like  the  unemployment  insurance  system. 
No  private  insurance  companies  would  be  allowed  to  write  unemploy- 
ment compensation  disability  coverage.  This,  along  with  the  whole 
concept  of  unemployment  compensation  disability,  was  strongly  op- 
posed by  the  private  insurance  companies.  However,  when  it  became 
clear  the  act  was  gaining  widespread  support,  the  insurance  com- 
panies abandoned  their  opposition  to  the  act  and  had  introduced 
into  the  act  an  amendment  that  permitted  them  to  compete  with  the 
State  Plan  in  the  writing  of  unemployment  compensation  disability 
insurance. 

Proponents  of  a  monopolistic  plan  argued  that  if  private  insurers 
were  permitted  to  compete  with  the  State,  they  would  be  free  to  reject 
the  application  of  any  group  desiring  coverage  which  they  considered 
an  inferior  risk  and  would  accept  only  superior  risks.  The  State  Plan, 
therefore,  would  have  to  carry  the  less  desirable  risks  to  the  detri- 
ment of  the  financing  position  of  the  Disability  Fund. 

The  Legislature  appeared  to  be  impressed  with  this  argument.  "When 
it  decided  against  a  monopolistic  system,  it  made  provision  in  Sections 
3254(h)  and  3255(h)  of  the  Unemployment  Insurance  Code  that  the 
Director  of  Employment  shall  not  approve  a  voluntary  plan  or  group 
of  plans  if  such  approval  would  result  in  a  substantial  selection  of 
risks  adverse  to  the  Disability  Fund.  The  law,  however,  made  no 
specific  provision  for  determining  what  "substantial  adverse  selection" 
was.  This  was  left  to  be  determined  by  departmental  regulation. 

The  establishment  coverage  rule  contained  in  Sections  3254(b)  and 
(f)  and  3255(b)  and  (f)  prevents  private  carriers  from  selecting  the 
better  risks  within  an  employing  establishment.  The  carrier  must  offer 
the  plan  to  all  the  employees  in  the  establishment,  present  and  future, 
and  enroll  all  the  employees  when  they  apply. 
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Another  prerequisite  for  departmental  approval  of  a  voluntary  plan, 
Sections  3254(a)  and  3255(a)  should  be  noted.  Since  some  selection 
of  risk  was  believed  to  be  unavoidable,  the  private  carriers  were  re- 
quired to  offer  more  liberal  benefits  than  the  State  Plan.  This  is  com- 
monly known  as  the  "greater  rights"  requirement. 

7.  The  Adverse  Selection  Regulaiions 

The  1946  Legislature  did  not  specify  a  criteria  for  determining 
''adverse  selection"  nor  did  it  give  a  definition  of  the  term  "substan- 
tial." Consequently,  a  departmental  regulation  was  needed  to  provide 
specific  standards.  Representatives  of  th^  insurance  companies  and 
the  department  met  during  1956  to  discuss  the  problem.  There  was 
general  agreement  that  many  factors  such  as  sex,  age,  race,  earnings, 
industry,  occupation,  pre-employment  physical  examination,  sick  leave 
policies,  etc.,  affected  the  hazard  of  wage  loss  due  to  nonoccupational 
disabilities.  It  was  also  recognized  that  criteria  for  administrative  con- 
trol and  the  preselection  of  risks  had  to  be  quite  simple  if  they  were 
to  be  applied  easily  and  without  seriously  impeding  voluntary  plan 
sales  activities.  Available  actuarial  data  from  private  insurance  experi- 
ence indicated  that  the  cost  of  providing  disability  benefits  to  a 
woman  employee  would  be  double  the  cost  of  providing  them  to  an 
employed  man.  So  the  proportion  of  women  in  each  group  to  be  cov- 
ered by  a  voluntary  plan  carrier  appeared  to  offer  a  good  standard 
for  measuring  adverse  selection.  Furthermore,  the  high  cost  of  bene- 
fits in  some  industries,  occupations  and  earnings  groups  seem  to  reflect 
concentrations  of  women  so  that  the  count  of  women  appeared^  to 
provide  some  indirect  control  over  those  other  factors  having  a  bearing 
on  benefit  costs.  It  was  decided  that  the  number  of  women  in  the  total 
employment  of  an  establishment  electing  private  coverage  taken  at 
the  beginning  of  the  contract  would  give  a  satisfactory  measure  of 
"female  content"  that  would  be  stable  and  would  require  the  simplest 
bookkeeping. 

Each  carrier's  aggregated  "female  content"  would  then  be  evaluated 
at  the  time  it  was  proposing  to  add  another  group  of  employees  to  its 
coverage  to  ascertain  if  adverse  selection  was  occurring. 

On  the  assumption  (based  on  census  data  for  all  civilian  employees 
as  of  March  1940)  that  women  constituted  about  25  percent  of  all 
workers  in  covered  employment,  the  minimum  required  proportion 
of  women  employed  in  all  the  establishments  insured  by  the  private 
carriers  was  set  at  20  percent.  The  20  percent  minimum  permis- 
sible female  content  was  incorporated  into  Departmental  Regulation 
3254 (h)-l  which  remained  in  effect  until  the  adverse  selection  rule 
was  suspended  by  the  1953  Legislature.  The  1953  suspension  left  the 
adverse  selection  rule  in  the  law  and  left  the  adverse  selection  regula- 
tions in  the  department's  books  but  made  them  inoperative  from  1953 
until  the  present. 

The  other  rule  bearing  on  adverse  selection,  the  establishment  cov- 
erage rule,  has  been  fully  operative  throughout  the  period  that  the 
adverse  selection  rule  was  suspended. 

It  should  be  noted  again  that  the  assumption  used  in  fixing  at  20 
percent  the  minimum  permissible  female  content  for  any  one  carrier 
was  that  the  female  content  of  all  disability  coverage  was  25  percent. 
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The  assumption  was  based  on  1940  census  data  which  showed  that 
women  represented  about  one-fourth  of  all  civilian  employment.  No 
later  data  were  available  except  for  manufacturing  when  the  regula- 
tion was  discussed.  Conditions  differed  substantially,  however,  from 
the  assumption.  Women  constituted  much  more  than  the  25  percent  of 
all  wage  earners  in  California  covered  employment  at  the  time  the 
assumption  was  made,  and  the  proportion  increased  slightly  over  the 
next  few  years.  For  the  1947-1953  period  as  a  whole,  the  average 
female  content  was  32.9  percent.  For  the  six  years  following  the  sus- 
pension, the  female  content  remained  virtually  stable  at  an  estimated 
33.3  percent. 

Before  the  Suspension 

At  the  start  of  voluntary  plan  coverage,  the  female  content  of.  this 
coverage  was  much  higher  than  the  20  percent  minimum  permissible 
level.  During  the  1947-1953  period  before  the  suspension  of  the  adverse 
selection  rule,  women  actually  constituted  26.2  percent  of  the  wage 
earners  covered  by  the  voluntary  plans  and  ran  as  high  as  27.5  percent 
in  1951. 

In  the  early  rush  to  obtain  new  business,  some  carriers  covered 
establishments  with  relatively  heavy  female  employment.  Such  cover- 
age was  often  very  profitable  even  with  substantial  additional  benefits 
in  excess  of  the  low  statutory  benefits  in  effect  at  the  start  of  the 
program.  Increases  in  statutory  benefits  gradually  raised  the  costs 
of  benefits,  but  the  underwriting  remained  financially  attractive,  and 
voluntary  plans  share  of  coverage  increased  year  by  year  to  a  peak  of 
51.6  percent  of  the  covered  employment  in  1951.  In  that  year,  the 
voluntary  plan  female  content  also  reached  its  highest  point,  27.5  per- 
cent. "When  benefits  increased  further  in  January  1952,  some  carriers 
reached  the  point  of  diminishing  returns.  They  found  it  difficult  to 
reduce  their  female  content  by  adding  plans  since  they  had  to  cover 
entire  establishments  rather  than  selected  groups  of  workers,  and  most 
establishments  not  under  private  coverage  had  large  numbers  of  women 
among  their  employees.  The  net  result  of  their  efforts  to  improve  their 
risks  and  reduce  their  loss  ratios  (which  was  ordinarily  done  by  ex- 
perience rating  plans  and  adopting  the  unsatisfactory  ones)  was  a 
drop  in  actual  female  content  from  27.5  percent  in  1951  to  26.3  percent 
in  1953. 

At  the  same  time,  the  voluntary  plans  share  of  covered  employment 
also  dropped  from  51.6  percent  in  1951  to  50.1  percent  in  1953.  This 
was  the  first  indication  of  the  fact,  substantiated  by  the  record  of 
later  years  after  the  suspension  of  the  adverse  selection  clause,  that 
private  carriers  could  not  reduce  the  female  ratio  of  their  aggregate 
coverage  without  also  decreasing  their  total  coverage.  The  establishment 
coverage  rule,  of  course,  was  the  reason  for  this. 

The  female  content  of  the  State  Plan  coverage  was  substantially 
higher  than  the  aggregate  for  the  voluntary  plans.  During  1947-1953, 
it  was  37.5  percent  compared  with  26.2  percent  for  the  voluntary  plans. 
While  the  voluntary  plan  female  content  decreased  somewhat  between 
1951  and  1953,  the  State  Plan  content  changed  very  little,  rising  from 
38.9  percent  to  39.3  percent. 

3_L,.2059 
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In  summary,  aggregate  female  content  of  all  voluntary  plans  was 
higher  than  the  minimum  permissible  during  the  years  preceding  the 
suspension.  Their  actual  female  content  was  26.2  percent  for  the 
period,  but  it  was  nevertheless  considerably  lower  than  the  State 
Plan  female  content  which  averaged  37.5  percent. 

After  the  Suspension 

Upon  the  suspension  of  the  adverse  selection  clause,  the  female  con- 
tent of  voluntary  plans,  the  single  measure  of  adverse  selection  affected 
by  the  suspension,  dropped.  During  the  first  three  years,  their  actual 
female  content  went  down  from  26.3  percent  in  1953  to  23.4  percent 
in  1956.  The  average  figure  for  the  six-yeiar  period  following  the  sus- 
pension was  23.4  percent,  down  by  2.8  percentage  points  from  the 
average  of  the  period  preceding  the  suspension. 

Concurrently,  with  the  moderate  decline  in  voluntary  plan  female 
content  the  State  Plan  female  content  rose  and  stabilized  between  40.3 
percent'  and  40.5  percent  during  the  1956-1959  period.  The  average 
State  Plan  female  content  rose  to  40.2  percent.  Thus,  the  difference 
between  the  State  Plan  and  the  voluntary  plans  with  respect  to  female 
content,  which  was  11.3  percentage  points  on  the  average  before  sus- 
pension, increased  to  16.8  percentage  points  after  suspension. 

It  was  noticeable  that,  after  suspension  of  the  adverse  selection 
clause,  the  private  carriers  tried  to  drop  the  risks  which,  when  experi- 
ence rated,  turned  out  to  be  unsatisfactory  and  to  pick  up  other  risks 
which  they  hoped  would  be  profitable.  This  they  had  done  before  but 
always  with  the  limitation  that  they  had  to  maintain  the  minimum 
female  content. 

Under  the  establishment  coverage  rule,  however,  the  private  carriers 
were  able  to  decrease  their  aggregate  female  content  only  at  the  expense 
of  their  aggregate  share  of  coverage.  They  could  drop  establishments 
with  a  high  number  of  women,  but  they  could  not  acquire  new  coverage 
with  sufficiently  low  female  content  to  improve  their  overall  ratio. 
Thus,  in  1953,  a  little  more  than  50  percent  of  all  covered  employment 
was  under  voluntary  plan  coverage;  and  in  1959,  only  42  percent.  In 
other  words,  a  drop  of  3.5  percentage  points  in  actual  female  content 
between  1953  and  1959  was  associated  with  the  drop  of  8.1  percentage 
points  in  the  share  of  coverage.  It  is  quite  possible  that  the  average 
risks  covered  by  private  carriers  improved  more  than  the  small  drop 
in  female  content  would  indicate  because  experience  rating  and  reten- 
tion of  the  best  coverage  gives  a  more  effective  selectivity  than  the  use 
of  a  single  measure  such  as  female  content  to  select  which  plans  will 
be  written  initially.  These  figures  suggest  two  observations.  First,  to 
take  adverse  selection  only  in  the  limited  terms  of  the  regulation, 
women  are  now  employed  in  virtually  all  types  of  establishments,  and 
it  is  extremely  difficult  for  carriers  to  reduce  their  female  content 
without  reducing  total  voluntary  plan  coverage  as  well  so  long  as  the 
insurers  are  required  to  keep  the  plan  open  to  all  employees  of  an 
establishment.  Secondly,  taking  adverse  selection  in  a  broader  sense 
of  the  overall  results  that  could  be  secured  through  experience  rating, 
it  is  possible  that  the  private  carriers  did  not  reduce  their  female 
content  substantially  after  the  suspension  of  the  adverse  selection 
clause  because  the  regulation  related,  and  only  in  a  negative  way,  to 
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a  single  factor  affecting  costs  rather  than  to  the  net  effect  of  all  factors, 
and  thus  were  only  partially  effective  in  controlling  selection.  Experi- 
ence rating  irrespective  of  female  content  may  have  given  private 
carriers  a  more  effective  selection  of  the  better  risks  than  analysis  ot 
the  female  content  suggests. 

Experience  of  Some  Individual  Carriers 

Some  of  the  carriers  have  sought  the  improvement  of  their  risks 
through  underwriting  practices  and  experience  rating  much  more 
aggressively  than  others.  This  was  evident  before,  as  well  as  alter,  tne 
suspension."  Most  companies  underwrote  selectively  and  dropped  the 
plan  after  the  statutorv  minimum  length  of  coverage  if  they  tound 
it  unprofitable.  The  standard  insurance  industry  practice  of  experience 
rating  policies  was  reflected  in  a  great  deal  of  turnover  m  voluntary 
plans  About  124,000  voluntary  plan  approvals  have  been  issued  by 
the  Department  since  the  inception  of  the  program.  Approximately 
1.3,000  of  these  represent  a  change  from  one  insurer  to  another  and 
another  24,000  resulted  from  changes  of  employer.  Thus,  about  87  UOU 
new  voluntarv  plans  have  been  written.  Of  these,  33,997  were  m  effect 
on  September  30,  1959.  It  is  apparent  that  many  of  the  remaining 
53,000  plans  represent  returns  to  State  Plan  coverage  as  a  result  ot 

adverse  experience.  ^       ,  .     ^     n      i      . 

At  the  end  of  August  1959,  the  average  female  content  of  voluntary 
plans  computed  as  of  the  date  of  plan  approval  was  19.9  percent  0± 
the  57  insurance  carriers  writing  disability  insurance  on  that  date, 
16  had  a  female  content  that  was  under  17  percent.  These  16  carriers 
held  21,800  plans  out  of  the  34,128  in  effect.  Their  average  female 
content  was  about  15  percent  computed  as  of  the  date  of  approval  ot 
the  plans.  The  largest  single  carrier,  the  California  Western  States  Lite 
Insurance  Company,  had,  as  of  October  1959,  12,002  plans  m  effect 
with  an  aggregate  female  content  of  only  15.1  percent. 

Comparative  Filing  Rates  and  Cost  Rates  of  Women  and  Men  Under  the 
Various  Types  of  Disability  Coverage 

Table  I  presents  statistics  indicating  the  differences  in  filing  rates 
and  cost  rates  that  exist  between  men  and  women. 

The  filing  rates  correspond  to  the  number  of  paid  claims  filed  and 
terminated  per  thousand  persons  eligible  under  the  various  types  ot 
coverage,  eligible  persons  being  workers  who  have  sufficient  wage 
credits  to  file  a  claim  with  the  plan  that  covers  them  if  disabled._ 

Cost  rates  refer  to  costs  of  benefits  per  one  hundred  dollars  m  tax- 
able wages.  n    .X.         4-     A    1 

The  filing  rates  and  cost  rates  for  the  unemployed,  the  extended 
liability  rates,  are  separated  from  the  voluntary  plan  and  the  State 
Plan  rates  as  the  unemployed  represent  a  distinct  type  of  coverage 
that  is  a  joint  liability  of  the  private  carriers  and  the  State  l^und  ine 
female/male  ratios  are  the  ratios  of  female  filing  rates  or  cost  rates  to 
male  filing  rates  or  cost  rates.  They  show  how  much  greater  are  the 
female  filing  rates  and  the  cost  rates  than  the  corresponding  male  rates. 
Thus,  a  female/male  ratio  of  2.0  means  that  the  female  rate  is  twice 
as  high  as  the  corresponding  male  rate.  , 

The  figures  in  Table  I  indicate  clearly  that  women  m  covered  em- 
ployment file  many  more  paid  claims  than  men  for  a  given  number  ot 
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insured  lives  whether  they  are  covered  by  voluntary  plans  or  by  the 
State  Plan.  Their  cost  rate  has  been  at  least  twice  as  high  as  that  of 
men,  not  only  because  of  their  high  filing  rate  but  also  because  their 
earnings  are  lower  than  men's  earnings.  During  the  period  1949-1953, 
for  which  the  table  provides  data  on  cost  rates,  the  female/male  ratio 
for  the  State  Plan  fliicluated  between  2.21  and  2.63.  That  for  the  volun- 
tary plans  varied  from  2.03  to  2.20.  The  female  cost  rate  was  between 
2.3  and  2.4  times  the  male  rate  for  total  coverage.  (An  exact  ratio  for 
all  coverage  cannot  be  calculated  because  of  the  differences  in  the 
benefit  structures  of  State  and  voluntary  plans.)  In  1956,  however,  the 
State  Plan  female/male  ratio  dropped  to  2.03,  and  that  for  the  volun- 
tary plans  to  1.87  because  the  cost  rate  o^  men  rose  faster  than  the 
cost  rate  of  women.  (It  is  possible,  but  not  known  with  certainty,  that 
the  trend  is  continuing  at  present.) 

If  we  assume  the  cost  rate  of  women  is  2.4  times  as  large  as  the  cost 
rate  of  men,  that  female  content  is  the  only  criterion  for  the  control  of 
risk  selection,  as  is  assumed  in  the  regulations  of  the  department,  and 
we  take  into  account  the  coverage  proportions  given  earlier  in  this 
report,  it  is  possible  to  make  a  few  calculations,  the  results  of  which 
indicate  the  effect  of  the  various  trends  in  State  Plan — voluntary  plan 
female  coverage  described  above  : 

(a)  If  during  1947-1953,  the  State  Plan  had  covered  all  covered  em- 
ployment, no  voluntary  plans,  its  total  cost  rate  would  have  been 
1.46  times  the  male  cost  rate. 

(b)  Since  the  average  female  content  of  the  State  Plan  was  higher 
than  that  of  covered  employment  because  of  voluntary  plans, 
the  State  Plan  total  cost  rate  was  actually  1.525  times  as  high 
as  the  male  cost  rate  or  4.5  percent  higher  than  it  would  have 
been  under  complete  coverage. 

(c)  After  the  suspension  during  1954-1959,  had  the  State  Plan  had 
complete  coverage,  its  cost  rate  would  have  been  1.466  times  the 
male  cost  rate. 

(d)  Because  of  voluntary  plans  share  of  coverage,  the  State  Plan 
cost  rate  for  the  period  was  actually  1.563  times  the  male  rate 
or  6.6  percent  larger  than  the  cost  rate  for  monopolistic  cover- 
age. 

Consequently,  before  the  suspension,  the  State  Plan  cost  rate  was 
1.045  times  as  large  as  the  monopolistic  cost  rate  and  after  the  suspen- 
sion, it  was  1.066  times  as  large.  The  increase  in  this  ratio,  2.1  percent- 
age points,  may  be  said  to  represent  the  net  effect  in  the  State  Plan 
cost  rate  of  the  additional  adverse  selection  caused  by  the  suspension 
of  the  adverse  selection  clause  under  the  assumptions  given.  It  should 
be  compared  with  the  4.5  percentage  points  which  represent  the  net 
effect  of  the  adverse  selection  existing  before  the  suspension. 

It  is  further  possible  to  calculate  the  effect  on  the  voluntary  plan 
cost  rate  of  increasing  their  actual  female  content  from  their  1959 
level  of  22.8  percent  back  to  the  1953  figure  of  26.3  percent.  If  their 
female/male  ratio  were  2.4,  the  indicated  increase  in  female  content 
above  would  cause  their  cost  rate  to  rise  by  3.7  percent  if  their  benefit 
structures  remained  unchanged. 
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TABLE  I 


Disability  Insurance  Filing  Rates  and  Cost  Rates  by  Sex  and 
Female/Male  Ratios,  by  Type  of  Plan 


Part  A:  Filing  Rates 


Year  of  claims  filing 


1950- 
1951. 
1952. 
1953. 
1954. 
1955. 
1956- 
1957. 


Voluntary  plans 


Men 


86.5 
92.3 
89.6 
94.7 
91.5 
92.5 
89.3 
95.7 


Women 


130.8 
145.1 
152.0 
162.0 
150.2 
146.3 
154.5 
172.4 


F/M 
ratio 


1.51 
1.57 
1.70 
1.71 
1.64 
1.58 
1.73 
1.80 


State  Plan 


Men 


46.8 
48.9 
56.2 
60.0 
62.0 
62.1 
62.7 
66.5 


Women 


93.8 
96.0 
107.0 
110.1 
111.4 
119.9 
117.2 
121.2 


F/M 
ratio 


2.00 
1.96 
1.90 
1.85 
1.80 
1.93 
1.87 
1.82 


Extended  liability 


Men 


121.4 
186.5 
175.8 
194.4 
154.7 
159.9 
178.2 
160.4 


126.5 
137.2 
139.5 
162.3 
156.1 
153.8 
140.8 
146.0 


F/M 
ratio 


1.04 
.74 
.79 
.83 

1.01 
.96 
.79 
.91 


Part  B:  Cost  Rotes 


1949- 
1950. 
1951. 
1952_ 
1953. 


1.01 
1.18 
1.30 
1.34 
1.26 


2.06 
2.03 
2.20 
2.16 
2.10 


.73 

.91 

.92 

1.02 

1.05 


2.21 
2.53 
2.63 
2.49 

2.28 


2.00 
1.92 
2.14 
2.00 
1.63 


1956- 


.65 


1.87 


.60 


1.22 


2.03 


.08 


1.31 


SOURCE:  California  Department  of  Employment. 

2.  The  "Greater  Rights"  Requirement  1947-1958 

Section  3254  of  the  Unemployment  Insurance  Code  provides  that 
one  of  the  conditions  of  approval  for  a  voluntary  plan  is  that  it  shall 
offer  rio'hts  greater  than  those  provided  under  State  Plan  coverage. 
In  the  terminology  that  has  grown  up  around  the  disability  program 
the  additional  rights  offered  by  voluntary  plans  over  those  provided 
for  under  the  State  Plan  have  come  to  be  known  as  "greater  rights._ 
An  interpretation  of  the  "greater  rights"  requirement  is  contained  m 
a  departmental  memorandum  dated  March  12,  1946,  to  various  insur- 
ance companies  which  stated: 

"To  meet  this  (greater  rights)  requirement,  the  proposed  volun- 
tary plan  must  be  substantially  more  beneficial  to  the  employee 
it  seeks  to  cover  than  is  the  State  Plan.  The  employees  rights  under 
a  plan  may  be  divided  into  three  main  categories : 

1.  Eligibility  for  benefits. 

2.  Amount  of  benefit  payments. 

3.  Maximum  amount  of  benefits. 

"To  be  approved,  the  plan  must  be  more  favorable  to  the  em- 
ployee than  the  State  Plan  in  at  least  one  of  three  categories  and 
must  be  at  least  as  favorable  in  the  others.  It  must  not  result  in 
the  exclusion  from  benefits  of  any  individual  who  would  be  eli- 
gible for  benefits  under  the  State  Plan  if  the  private  plan  were 
not  in  effect." 
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Of  equal  importance  to  the  proportions  of  voluntary  plan  coverage 
entitled  to  greater  rights  is  the  amount  of  additional  benefits  paid  by 
voluntary  plans  for  greater  rights  over  and  above  the  benefits  the 
State  Plan  would  have  paid  under  the  same  conditions  to  the  volun- 
tary plan  coverage. 

Extent  of  Greater  Rights  of  Voluntary  Plan  Coverage 

Table  II  gives  an  historical  summary  of  the  extent  to  which  some  of 
the  most  important  greater  rights  were  offered  by  voluntary  plans  to 
their  coverage. 

While  under  voluntary  plan  contracts,  all  coverage  was  entitled  to 
at  least  one  greater  right  of  one  type  or  another  on  each  of  the  dates 
shown  on  the  Table.  The  proportion  of  coverage  entitled  to  any  one 
greater  right  varied  during  the  period.  The  changes  that  occurred  in 
the  proportion  of  coverage  receiving  any  one  greater  right  tended  to 
be  associated  with  the  liberalization  of  State  Plan  benefits  by  the  Legis- 
lature. 

It  was  to  be  expected  that  as  State  Plan  benefits  were  liberalized  by 
the  Legislature,  the  voluntary  plans  would  find  it  increasingly  difficult 
to  offer  more  advantageous  benefits.  So,  while  in  1950,  about  79.1  per- 
cent of  all  voluntary  plan  eligibles  were  covered  by  plans  providing  a 
maximum  w^eeldy  benefit  amount  higher  than  that  required  by  the  Code, 
in  1958,  only  8  percent  of  the  eligibles  were  covered  by  plans  affording 
more  than  the  statutory  requirement.  In  1950,  the  most  important 
greater  rights  offer  (in  terms  of  the  proportion  of  eligibles  covered) 
were:  (a)  reduced  waiting  period  for  accidents,  (b)  maximum  weekly 
benefit  greater  than  the  statutory  requirement,  and  (c)  payment  of 
basic  benefits  in  addition  to  continued  wages. 

By  1958,  the  importance  of  the  greater  rights  had  shifted  signifi- 
cantly. The  greater  rights  offered  to  the  largest  proportion  of  coverage 
were:  (a)  reduced  waiting  period  for  accidents  which  covered  62.1 
percent  of  the  eligibles  in  1950  and  76.7  percent  in  1958,  (b)  additional 
days  of  hospital  benefits  which  covered  33.8  percent  of  the  eligibles  in 
1958  and  7.2  percent  in  1950,  and  (c)  payment  of  basic  benefits  in  addi- 
tion to  continued  wages  which  covered  90.1  percent  of  the  eligibles  in 
1950  and  40.5  percent  in  1958. 

The  higher  maximum  weekly  benefit,  which  is  very  costly  compared 
with  other  types  of  greater  rights,  was  replaced  in  importance  by  the 
relatively  inexpensive  right  to  one  additional  day  of  hospital  benefits 
while  the  payment  of  benefits  in  addition  to  continued  wages  declined 
substantially  in  importance. 

Additional  Benefit  Payments  for  Greater  Rights 

There  are  no  reported  data  available  as  to  the  amount  of  additional 
benefits  the  voluntary  plans  were  required  to  pay  under  the  greater 
rights  provision  of  the  Code.  It  is  possible,  however,  to  make  estimates 
of  those  amounts  by  the  use  of  statistics  collected  and  reported  by  the 
Department  for  a  number  of  years.  These  estimates,  presented  in  Table 
III,  are  based  upon  the  assumption  that,  without  greater  rights,  the 
workers  covered  by  voluntary  plans  would  have  had  the  same  filing 
rates  (within  each  age  and  sex  group)  and  the  same  average  durations 
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of  illness  as  those  receiving  regnlar  State  Plan  benefits.  It  was  assumed, 
^iVo  that  the  avera-e  weekly  basic  benefit  of  volnntary  plan  workers 
w  uld  be  hSher  Ider  the  S^tate  Plan  than  that  of  regnlar  State  P  an 
beneficiaries  because  the  average  high  quarter  wages  of  voluntary  plan 
beneficiaries  are  higher  than  those  of  regular  State  Plan  beneficiaries. 
It  k  clear  from  Table  III  that  whether  the  period  covered  is  considered 
as  a  whole  or  each  year  is  considered  separately,  greater  rights  have 
Jeprelented  a  substantial  advantage  to  disabled  workers  covered  by 
voluntary  plans.  An  estimated  total  of  nearly  PO  million  was  paid 
out  as  o-reater  rights  during  the  1947-1958  period,  the  equivalent  of 
18.9  percent  of  all  the  reported  benefits  paid  by  the  ^f^^^ary  plans. 
The  value  of  greater  rights,  however,  reached  a  peak  m  IJol  and 


TABLE  II 

Percentage  of  All  Voluntary  Plan  Eligibles^"  Who  Are  Covered  By  Plans  Offering 
iarfous  Benefits  in  Excess  of  Those  Applicable  to  Workers  Covered 

by  the  State  Plan;  1950  Through  1958 


Item 


A.   Shorter  Waiting  Periods 


For  Accidents 

0  days 

3  days 

6  days 

Statutory  7  day. 


June 
30, 
1950 


June 
30, 
1951 


For  Illness 

0  days 

2  days 

3  days 

6  days 

Statutory  7  day. 


Maximum  Weekly  Benefit  Amount 

$1.00  to  $4.99  greater 

$5.00  to  $9.99  greater 

$5.00  to  $14.99  greater 

Over  $10.00  greater 

Over  $15.00  greater 

Statutory  Maximum 


59.8 
2.1 
0.2 

37.9 


1.7 

0.1 

10.5 

0.2 

87.5 


16.0 


June 
30, 
1952 


62.4  67.6 

1.7  2.2 

0.1  0.2 

35.8  30.0 


June 
30, 
1953 


1.6 


C.  Maximum  Duration  of  Benefits 
1.    Basic  Benefits 

Greater  than  26  weeks 


45.1 


3.    Hospital  Benefits 

1  day  greater 

2  days  greater 

Over  2  days  greater 

Total  above  maximum  duration.. 

D.  Greater  DaUy  Hosfital  Benefits 


18.0 
20.9 


7.8 


9.9 
0.2 
88.3 


15.7 
46.3 


1.7 


11.3 

0.2 

86.8 


17.4 
9.3 


67.7 
2.4 
0.2 

29.7 


1.9 


June 
30, 
1954 


E.  Miscellaneous  Benefits 

Employees  contribute  less  than  1%-.- 

Basic  Benefits  paid  in  addition  to  wage 

continuation 

Six  weeks  Pregnancy  Benefits  b 


0.4 
6.8 

7.2 

1.5 


9.0 


90.1 
11.3 


19.3 

18.7 


7.9 


20.1 
53.2 


10.8 

0.2 

87.1 


17.3 
11.7 


69.6 
3.5 
0.2 

26.7 


2.2 
0.1 
10.7 


June 
30, 
1955 


18.8 
52.2 


87.0 


6.8 
14.7 


69.9 
3.7 
0.3 

26.1 


2.2 


Dec. 
31, 
1956 


6.7 
71.8 


10.1 

87.7 


70.4 
4.7 
0.1 

24.8 


1.9 


Dec. 
31, 
1957 


6.4 

14.8 


7.7 
71.1 


10.8 

87.3 


70.8 
4.8 
0.2 

24.2 


Dec. 
31, 
1958 


10.9 

87.2 


71.4 
4.8 
0.4 

23.3 


3.1 


6.5 
0.7 


5.8 
87.0 


7.7 


0.3 
6.7 
7.0 

1.5 


0.7 
0.7 


2.3 


7.0 


10.2      11.4 


90.5 
11.6 


80.6 
11.6 


0.9 


11.9 


80.3 
12.2 


10.9 


21.9 
2.1 
2.5 

26.5 

0.5 


73.9 
12.5 


11.0 


23.0 

2.4 

2.7 
28.1 

0.5 


13.5 


74.4 
12.4 


10.8 


27.8 
2.8 
2.6 

33.2 

0.6 


16.1 


53.8 
10.2 


6.4 
0.7 


5.1 

87.8 


10.1 

0.1 

86.6 


2.7 
1.3 


4.0 
92.0 


10.9      10.8 


31.4 
3.1 
2.7 

37.2 

0.7 


15.7 


49.0 
9.1 


33.1 
0.3 
0.4 

33.8 

0.4 


16.1 


40.5 
8.3 


^SS^irSlh^  ;;:;^SVw^:n'rSf  ^^^Kry  plans  who  are  eligible  for  tl.e  pre^,aney  benefits. 
SOURCE:  California  Department  of  Employment. 
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declined  rapidly  after  that  year,  as  the  increasing  statutory  benefits 
impinged  more  and  more  on  the  ability  of  private  carriers  to  pay 
larger  benefits  and  still  operate  at  a  profit.  It  is  estimated  that  the 
value  of  greater  rights  was  only  1.6  percent  of  voluntary  plan  benefits 
in  1958.  This  percentage  is  probably  even  less  today. 

TABLE   III 

Estimated  Additional  BeneHts  Paid  by  Voluntary  Plans 
for  "Greater  Rights,"  1947-1958 

(in  millions  of  dollars) 


Year 

Voluntary  plan 
benefits  as  paid 

Estimated  benefits 

payable  to 

voluntary  plan 

beneficiaries 

without  greater 

rights 

\       Estimated 

additional 

benefit  paid 

for  greater 

rights 

[(2) -(3)] 

Greater  rights 
benefits  as  a 
percentage  of 
paid  voluntary 
plan  benefits 
[(4)-(2)    X    100]  a 

(1) 

(2) 

(3) 

(4) 

(5) 

1947 

$6.1 
10.6 
18.3 
24.8 
32.9 
37.6 
37.9 
36.3 
36.1 
40.7 
43.8 
45.8 

S3. 9 
7.7 
11.4 
16.6 
19.0 
25.7 
28.2 
30.9 
33.3 
37.4 
41.6 
45.1 

$2.2 

2.9 

6.9 

8.2 

13.9 

11.9 

9.7 

5.4 

2.8 

3.3 

2.2 

.7 

35.9% 
27.1 
37.6 
33  1 

1948--   

1949   . 

1950   

1951    .    .   

42  2 

1952 

31.6 
25  6 

1953   -    .-    .      

1954     .    ..      . 

14  8 

1955   

7  7 

1956   . 

8  0 

1957     . 

5  0 

1958 

1  6 

12  year  total., 

$370.7 

$300.8 

$69.9 

18.9% 

»  Computed  from  unrounded  figures.   Components  may  not  add  owing  to  independent   rounding. 

NOTE:  Benefit  payments   do   not  Include  voluntary   plan  assessments   for   extended   liability   benefits,   but   are 

limited    to   those    benefits    accruing   for   workers    employed    and   covered   by   a   voluntary   plan   at   the 

onset   of   the  disability. 
SOURCE:  California  Department  of  Employment. 


3.   Disability  Fund  Experience  1947-1959 

The  State  Plan  Disability  Insurance  Fund  collects  as  premiums  for 
disability  insurance  1  percent  of  the  first  $3,600  earned  during  a 
calendar  year  by  each  worker  in  subject  employment  who  is  not  em- 
ployed by  an  employer  covered  by  a  voluntary  plan  or  excused  from 
coverage  under  Section  2902,  Unemployment  Insurance  Code.  Volun- 
tary plan  carriers  also  receive  worker  premiums  up  to  1  percent  of 
the  first  $3,600  earned  by  each  worker  covered  by  a  voluntary  plan. 
A  voluntary  plan  carrier  may  collect  less  than  the  1  percent  premium 
from  the  employee,  and  the  employer  himself  may  pay  part  or  all 
of  the  premium  or  may  supplement  it.  From  the  inception  of  the  pro- 
gram in  1946  until  the  end  of  1957,  the  limitation  on  a  worker 's  annual 
premium  was  $30 — 1  percent  of  all  annual  wages  up  to  $3,000.  A 
change  in  the  law  effective  on  January  1,  1958,  raised  the  maximum 
annual  premium  to  $36 — 1  percent  of  a  worker's  annual  wages  up 
to  $3,600.  Table  IV  presents  the  history  of  the  State  Disability  Fund 
from  1947  until  1959.  As  is  apparent,  total  receipts  (Column  3)  have 
increased  from  $51.7  million  in  1947  to  $77.0  million  in  1959.  Total 
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disbursements  however,  outstrip  the  increase  in  receipts.  In  1947,  dis- 
bursements were  $19.5  million  while  in  1959,  they  were  $92.4  million. 
As  a  result,  the  fund  balance  which  had,  until  1957,  increased  every 
year  fell  from  a  high  of  $144.2  milion  at  the  end  of  1956  to  $110.2 
million  at  the  close  of  1959.  The  increase  in  the  fund's  yearly  deficit 
and  a  concomitant  reduction  of  the  balance  in  the  fund  can  largely  be 
attributed  to  the  raise  in  benefits  the  Legislature  has  authorized  since 
1957.  This  raise  in  benefits  was  not  matched  by  an  equally  large  rise 
in  the  premium  tax.  This  was  consciously  done  by  the  Legislature 
because  it  was  the  general  feeling  among  all  those  connected  with  the 
Disability  Fund  that  the  reserves  of  the  fund  were  much  too  excessive 
for  the  projected  needs  of  the  fund. 

Table  V  presents  comparable  figures  for  the  voluntary  plans  show- 
ino-  the  eft'ect  of  the  1957  raise  in  benefits.  However,  the  voluntary 
plans,  because  of  their  ability  to  select  their  risks  to  some  extent,  have 
not  shown  so  great  a  deficit  comparatively  as  has  the  State  Plan.  The 
1959  General  Session  of  the  Legislature  again  gave  a  much-needed 
raise  in  disability  benefits  when  it  increased  benefits  to  a  maximum  of 
$65  per  week. 

Table  VI  is  a  projection  of  the  fund  balance  through  1962  based  on 
benefit  levels  established  by  the  1959  Session  of  the  Legislature.  These 
projections  were  based  on  two  assumptions:  (1)  that  unemployment 
rates  of  3.8  percent  in  1960,  5.2  percent  in  1961,  and  4.4  percent  m  1962 
would  prevail;  and  (2)  that  the  voluntary  plans  will  reduce  their  share 
of  covered  employment  from  the  42  percent  estimated  for  1959  to  35 
percent  for  1960,  1961,  and  1962.  The  first  assumption  that  an  unem- 
ployment rate  of  3.8  percent  would  exist  in  1960  has  proved  inaccurate 
since  present  conditions  seem  to  indicate  an  unemployment  rate  of 
closer  to  5.5  percent  will  prevail  for  the  year  1960. 

Nonetheless,  the  projection  does  indicate  that  the  fund  balance  will 
be  reduced  by  the  end  of  1962  to  47.2  million  dollars.  It  is  therefore 
incumbent  upon  the  1961  General  Session  of  the  Legislature  to  enact 
legislation  which  will  prevent  the  fund  from  becoming  nearly  insolvent 
after  the  year  1962. 

The  following  major  assumptions  were  used  in  the  projections  of  the 
Disability  Insurance  Fund  cash  transactions  through  calendar  year 
1962: 

1.  Economic  conditions  will  prevail  as  reflected  by  unemployment 
rates  of  3.8  percent  in  1960,  5.2  percent  in  1961,  and  4.4  percent  m 
1962. 

2.  Voluntary  plans  will  reduce  their  share  of  covered  employment 
from  the  42  percent  estimated  for  1959  to  35  percent  for  1960,  1961, 
and  1962. 

3.  There  will  be  no  changes  in  the  Code  except  those  made  by  the 
1959  Legislature. 

4.  The  order  in  which  bond  issues  will  be  sold  will  be  selected  to 
minimize  capital  losses  rather  than  to  maintain  nominal  yield  rates, 
when  (as  is  expected)  bonds  must  be  sold  below  face  value. 

5.  Premium  or  loss  on  bond  market  transactions  have  been  previously 
added  to,  or  deducted  from  other  earnings  on  investments,  and  this 
practice  will  continue,  even  though  this  may  produce  a  negative  net 
figure  for  earnings  in  any  given  year. 
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TABLE  VI 

Estimates  of  Cash  Transactions  of  the  Disability  Insurance  Fund 
1959  Through  1962 

(in  millions  of  dollars) 


Item 


Calendar  year 


1960 


1961 


1962 


Net  Income  to  Fund 

Net  worker  contributions 

Net  income  from  investments 

Income  from  investments 

Loss  owing  to  sale  of  bonds 

VP  assessments  for  benefits 

Total  Expenditures 

Total  net  benefit  payments 

State  Plan  benefits 

Extended  liability  benefits 

Prorated  benefits 

Administrative  costs 

Net  Cash  Loss  to  Fund  During  The  Year 
Fund  Balance,  December  31 


$77.3 

7^.3 
2.4 
3.1 

(—0.7) 

n.6 

S92.5 

87.2 
68.7 
18.5 
None 
5.3 

.S15.2 

S110.5 


1.0 
2.2 

(—1.2) 
None 

$110.7 

105.0 
88.0 

4.3 
12.7 

5.7 

$19.8 


95.5 

0.6 

1.6 

(—1.0) 

b2.6 

$120.9 

114.9 
92.3 

None 

22.6 

6.0 

$22.2 

$68.5 


$104.1 

100.6 

—0.7 

1.0 

(—1.7) 

•>4.2 

$125.4 

119.1 
97.4 

None 

21.7 

6.3 

$21.3 

847.2 


"  Extended   llaliility   assessments  accrued  during  calendar  year   1958. 

"'  Prorated  benefits  assessment. 

SOURCE:  California  Department  of  Employment. 


4.  Methods  of  Increasing  Income  to  the  State  Fund 

Table  VII  presents  estimates  of  the  effect  of  raising  either  the  worker 
contribution  rate  or  the  taxable  wage  ceiling  as  a  means  of  increasing 
the  income  to  the  Disability  Insurance  Fund.  In  a  calendar  year  such 
as  1960,  it  is  presently  estimated  that  the  State  Fund  will  receive  in  net 
income  $90.7  million  while  its  expenditures  shall  be  $110.7  million.  This 
will  mean  that  the  State  Fund  must  increase  its  income  by  at  least  $20 
million  in  order  not  to  operate  at  a  deficit.  This  can  be  done  by  either 
increasing  the  worker  contribution  rate  from  the  present  1  percent  or 
the  taxable  wage  ceiling  from  the  $3,600  limitation,  or  by  a  combination 
of  the  two.  For  example,  if  the  premium  rate  were  1  percent  of  the 
first  $4,200  of  taxable  wages,  the  State  Plan  would  have  an  income  of 
$100.3  million  or  an  increase  of  $9.6  million  over  present  projections 
or  by  increasing  the  tax  to  1  percent  of  the  first  $4,800  of  taxable  wages, 
the  fund  would  be  increased  by  $16.8  million. 

However,  it  should  be  noted  that  whenever  the  taxable  wage  ceiling 
is  increased  to  benefit  the  State  Plan  income,  the  voluntary  plan  in- 
come, which  is  also  determined  by  the  same  statutory  limitations,  is 
increased  b}^  a  greater  percentage.  For  instance,  raising  the  taxable 
wage  ceiling  to  1  percent  of  the  first  $4,200  of  taxable  wages  would  in- 
crease the  State  Plan's  income  by  10.6  percent,  while  the  voluntary 
plan  income  would  be  increased  by  12.5  percent.  Any  change  such  as 
this  would,  therefore,  benefit  the  voluntary  plans  to  a  greater  extent 
than  it  would  the  State  Plan.  This  results  from  the  fact  that  the  volun- 
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tary  plans  generally  cover  a  greater  percentage  of  workers  who  earn 
proportionately  higher  total  incomes  than  the  State  Plan  wage  earners. 
Proportionately  mSre  voluntary  plan  covered  employees  earn  $4,200  or 
$4,800  per  year. 

TABLE  VII 

California  Disability  Insurance  Program 

Estimated  Effect  of  Increasine  the  Ts^xable  Wage  Ceilings  end  8nj:re«s5r;3  the 

Worker  Contribution  Rates  With  the  Siate  Plan  Covering  ^5  Percent  of 

Covered  Employment  in  a  Year  Like  Ceiendar  Year  1560 

A-ESTIMATES  OF   PREMIUMS   EARNED 
(in  millions) 


Taxable  wage  ceiling 

$3,600 

$4,200 

$4,800 

Worker 

contribution 

rate 

State 
Plan 

Voluntary 
plan 

State 
Plan 

Voluntary 
plan 

State 
Plan 

Voluntary 
plan 

1.0% 

1.5 

2.0 

$90.7 
136.1 
181.4 

$55.2 
82.8 
110.4 

$100.3 
150.5 
200.6 

$62.1 
93.2 
124.2 

$107.5 
161.2 
215.0 

$68.4 
102.7 
136.9 

B-ESTIMATES  OF  AMOUNT  OF   INCREASE   IN   PREMIUMS 
EARNED  ABOVE  CURRENT  SCHEDULE 

(in  millions) 


Taxable  wage  ceiling 

$3,600 

$4,200 

$4,800 

Worker 

contribution 

rate 

State 
Plan 

Voluntary 
plan 

State 
Plan 

Voluntary 
plan 

State 
Plan 

Voluntary 
plan 

1.0% 

1.5 

2.0 

$0.0 
45.4 
90.7 

$0.0 
27.6 
55.2 

$9.6 

59.8 

109.9 

$6.9 
38.0 
69.0 

$16.8 
70.5 
124.3 

$13.2 
47.5 
81.7 

C-ESTIMATES  OF   PERCENTAGE   INCREASE   IN   PREMIUMS 
EARNED  ABOVE  CURRENT  SCHEDULE 


Taxable  wage  ceiling 

$3,600 

$4,200 

$4,800 

Worker 

contribution 

rate 

State 
Plan 

Voluntary 
plan 

State 
Plan 

Voluntary 
plan 

State 
Plan 

Voluntary 
plan 

1.0% 

1.5 

2.0 

0.0% 
50.0 
100.0 

0.0% 
50.0 
100.0 

10.6% 
65.9 
121.2 

12.5% 
68.8 
125.0 

18.5% 
77.8 
137.0 

24.0% 
86.0 
148.0 

SOURCE:  California  Department  of  Employment. 
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5.  Estimates  of  Disability  Fund  Experience  on  the  Assumption  of 
Exclusive  State  Coverage 

As  initially  contemplated,  tlie  California  disability  insurance  legis- 
lative proposal  had  no  provisions  for  the  participation  of  private  in- 
surers in  the  disability  insurance  field.  Their  inclusion,  undoubtedly, 
had  a  marked  effect  on  the  subsequent  legislative  and  financial  history 
of  the  program,  and  it  would  be  unrealistic  to  think  that  the  program, 
without  voluntary  plans,  would  have  had  the  same  character  as  it  did 
with  them.  Nevertheless,  conjectures  have  been  made  and  interest 
has  been  expressed  as  to  what  the  experience  of  the  Disability  Fund 
would  have  been  had  voluntary  plans  not  be^n  authorized  and  assuming 
that  the  subsequent  legislative  history  of  the  program  had  been  the 
same  as  it  was. 

An  exclusive  State  Plan  coverage  would  have  had  the  following  con- 
sequences : 

(a)  All  worker  contributions  w^ould  have  been  collected  by  the  State 
Fund. 

(b)  The  State  would  have  paid  all  claimants  the  statutory  benefits, 
and  would  not  have  provided  any  of  the  greater  rights  required 
of  voluntary  plans, 

(c)  To  the  State  Fund  would  have  accrued,  in  addition  to  its 
actual  surplus,  the  surpluses  of  contributions  over  benefits  from 
the  workers  actually  covered  b}^  voluntary  plans,  plus  interest 
on  the  additional  surplus. 

Since  voluntary  plan  coverage  was  a  better  risk  than  actual  State 
Plan  coverage  and  had  better  wages,  the  State  Plan,  as  sole  insurer, 
would  have  experienced  lowered  cost  ratios  than  it  had  in  fact  (the 
cost  ratio  being  the  ratio  of  benefit  payments  to  taxable  wages).  Table 
VIII  shows  the  actual  cost  ratios  and  the  hypothetical  cost  ratios  for 
each  year  since  1947  including  projections  through  1962. 

The  cost  ratios  under  exclusive  State  Plan  coverage  given  in  Table 
VIII  have  been  calculated  under  the  following  assumptions : 

(a)  The  filing  rates  by  sex  and  age  group  would  be  the  same  for 
the  actual  State  Plan  eligible  employment  and  for  the  balance 
of  the  employment  which  was  covered  by  private  insurers. 

(b)  The  average  duration  of  benefits  per  claim  would  be  the  same 
for  State  Plan  claims  actually  filed  and  for  claims  that  would 
have  been  filed  under  the  State  Plan  rule  for  the  balance  of 
covered  employment. 

(c)  The  weekly  benefit  amount  for  the  claims  that  would  have  been 
filed  under  State  Plan  rules  by  that  portion  of  employment  that 
was  not  actuallj^  covered  by  the  State  Plan  would  be  higher  than 
the  amount  for  claims  actually  filed  under  regular  State  Plan 
coverage. 

(d)  Exclusive  state  coverage  would  have  made  no  difference  in  the 
legislative  history  of  benefit  provisions. 

Under  the  hypothesis  of  exclusive  state  coverage,  the  fund  would 
have  paid  all  the  benefits  to  the  unemployed  (the  "extended  liability" 
or  "prorated"  benefits),  while  under  actual  State  Plan  coverage  some 
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of  these  benefits  were  paid  by  private  ^^^^^^^^J^^^^f J^,^.  Jf^  ^"^ 
ratios  under  sole  state  coverage  are  lower  than  the  actual  btate  i'ian 
cost  ratios,  not  only  because  the  added  coverage  would  l^^ve  ^een  a 
better  risk  than  State  Plan  employment,  but  also  because  the  added 
share  of  benefits  to  the  unemployed  would  be  much  smaller  than  the 
added  share  of  taxable  wages.  . 

The  cost  ratios  under  the  hypothesis  of  exclusive  S  ate  coverage 
would  have  been  smaller  than  the  1  percent  premium  rate  through  IJo/. 
Being  also  smaller  than  the  actual  State  Plan  cost  ratios  and  being 
applied  to  all  covered  employment  instead  of  to  State  Plan  employment, 
the  cost  ratios  for  sole  State  coverage  would  have  afforded  much  larger 
surpluses  to  the  Disability  Fund  than  the  fund  actually  experienced^ 
These  additional  surpluses,  cumulated  into  the  fund,  would  have  earned 
additional  interest  which  also  would  have  gone  to  swell  the  fund. 

Finally  the  added  claims  load  produced  by  exclusive  coverage  would 
have  cost  very  little  additional  to  process,  while  the  cost  connected  with 
vohintary  plan  administration  would  not  have  been  incurred.  The  added 
IdmSative  cost  of  exclusive  coverage,  therefore,  would  have  been 
verT  small.  The  estimates  of  administrative  costs  for  exclusive  coverage 
Se  well  below  the  combined  sums  expended  by  the  State  Plan  and  by 
the  voluntary  plans  operating  independently.  For  example,  m  19o8,  the 
State  Plan  spent  $4.5  million  (accrued)  and  the  voluntary  fans  $5.9 
million  in  administering  their  separate  programs  for  a  total  ot  |1U  4 
million,  while  the  estimated  cost  of  administering  an  exclusive  State 
Plan  is  estimated  at  $4.9  million,  with  a  savings  of  $5.5  million. 


TABLE  VIM 


Actual  State  Plan  Total  Benefit  Cost  Ratios  and  ^^'Z"'ylir79A7'ill2^^^^ 
Hypothetical  Exclusive  State  Plan  Coverage,  By  Year,  1947-190^ 

(Benefits  as  percentages  of  taxable  wages) 


Calendar  year 


1947.. 
1948- . 
1949- . 
1950- . 
1951- 
1952- 
1953- 
1954- 
1955- 
1956- 
1957- 
1958- 
1959. 

1960- 
1961. 
1962. 


Actual  total 

benefit » 

cost  ratio, 

State  Plan 


0.36% 
0.49% 
0.64% 
0.76% 
0.67% 
0.75% 
0.79% 
0.96% 
0.90% 
0.95% 
1.05% 
1.18% 
1.19% 

1.17% 
1.20% 
1.18% 


Estimated  total 
benefit  cost  ratio 
under  exclusive 
State  coverage  b 


0.35% 
0.46% 
0.55% 
0.64% 
0.57% 
0.66% 
0.70% 
0.86% 
0.83% 
0.87% 
0.95% 
1.03% 
1.03% 

1.06% 
1.11% 
1.10% 


a  Total  benefits  paid  by  the   Disability  I-u^^/^^.^^^^^^VxteLlVuSyrThi^^^^^        e«L  Tor 

.CosfraS'un1ier"SusTvrstat;  coverage  exclude  the  benefit  value  of  voluntary  plan  greater  rights. 
SOUKCE:  California  Department  of  Employment. 
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The  Disabilitj"  Fund  under  exclusive  State  coverage  and  under  the 
assumptions  stated  would  have  grown  to  a  maximum  of  a  little  over 
$305  million  by  the  end  of  1957  when  the  State  Fund  was  in  actuality 
$141  million  (See  Table  IX).  It  would  have  dropped  to  an  estimated 
$268.4  million  by  the  end  of  1962,  assuming  that  benefit  provisions 
remain  the  same  in  1960,  1961,  and  1962,  as  those  passed  by  the  1959 
Legislature  and  is  likely  to  be  $47.2  million  by  the  end  of  1962  under 
the  present  Code. 


TABLE   IX 

Hypothetical  Disability  Fund  Experience  Under  Exclusive  State  Coverage 
Compared  With  Actual  Experience,  By  Y^ar,  End  of  1946-1962 

(in  millions) 


Year 

Actual  Fund 
balance  as  of 
December  3 1 

Estimated  Fund  balance 

as  of  December  31 

assuming  exclusive 

State  coverage 

1946 --        -- 

$28.8 

61.0 

84.0 

96.1 

104.0 

115.8 

125.1 

133.7 

136.0 

141.6 

144.3 

141.1 

125.7 

110.5 

90.7 
68.5 
47.2 

$28.8 

1947            ---   -   _-   ---   -   --- 

67.7 

1948 

1949            -    -    -    -- 

102.2 
130.2 

1950        --- - -- 

155.1 

1951 

1952. _    _.-      -    -    -.-    ----.-    __ 

189.3 
219.0 

1953          .    --      -      - -      -_-        .    _. 

247.6 

1954 --    -          .... .      

262.7 

1955          --      ----_-...      .    -_ 

281 . 5 

1956 

297.2 

1957          -    --    --    - --    --- 

305.4 

1958            -- -    -      --- 

304.9 

1959              -      -     -    --    -      ---      -      .      -- 

303.5 

1960          -    -    

297.6 

1961                     .                    .----. 

283.4 

1962      - --- 

268.4 

SOURCE:  California  Department  of  Employment. 
Conclusion 

If  the  State  had  been  the  only  insurer,  the  Disability  Fund  would 
have  accumulated  to  about  three  times  the  size  of  the  actual  State  Fund 
by  the  end  of  1959,  assuming  the  same  legislative  history  of  benefit 
provisions.  This  would  have  occurred  not  only  because  of  the  larger 
amounts  of  premium  collected  from  the  coverage  actually  taken  over  by 
the  voluntary  plans,  but  also  because  of  savings  in  the  cost  of  adminis- 
tering one  program,  and  additional  interest  earned  by  the  larger  Fund. 
The  benefit  payout  under  exclusive  State  coverage  would  have  been 
much  smaller  than  the  summation  of  actual  State  Plan  and  voluntary 
plan  benefits,  because  the  private  carriers,  under  the  provisions  of  the 
law,  were  required  to  pay  greater  benefit  rights  than  the  State  Plan. 

6.  Workers  Claims  for  Refunds  of  Excess  Pren)ium 

The  California  Unemployment  Compensation  Disability  Program  is 
financed  by  premiums  from  the  workers  covered  by  the  law.  From  the 
inception  of  the  program  in  1946  until  the  end  of  1957,  the  limitation 
on  a  worker 's  annual  premium  was  $30 — 1  percent  of  his  annual  wages 
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UD  to  $3  000.  A  change  in  the  law  effective  on  January  1    1958,  raised 
the  maximum  annual  premium  to  $36-1  percent  of  a  worker  s  annual 

wages  up  to  $3,600.  .  •         „„v. 

In  order  to  simplify  the  collection  of  premium,  the  law  i-equires  each 
employer  covered  by'the  State  Plan  to  withhold  from  each  of_  his  em- 
ployees 1  percent  of  the  first  $3,000  ($3,600  beginning  m  1958)  m  wages 
the  worker  is  paid  by  such  employer  during  a  given  calendar  jear^The 
employer  then  transmits  the  premium  to  the  Disability  Insurance  Fund 
after  the  close  of  each  calendar  quarter,  or,  if  the  employer  is  covered 
by  a  voluntary  plan,  to  the  insurance  carrier  as  specified  m  the  volun- 
tary plan  contract.  .    „ 

Under  the  system  described  above,  if  a  person  were  to  work  for  more 
than  one  covered  employer  during  a  year,  the  total  amount  of  disability 
insurance  premiums  withheld  from  his  wages  could  well  exceed  the  $30 
or  the  $36  limit.  The  law  provides  for  the  refund  of  the  premium  over- 
payment to  Avage  earners  who  make  a  claim  for  such  refund,  bo  tar, 
worker  refunds  have  been  less  than  half  of  the  total  premium  overpay- 

"^  During  the  period  1950  through  1958,  the  workers  covered  by  the 
entire  Disability  Insurance  Program  contributed  an  estimated  $o4:_9 
million  in  excess  of  the  statutory  premium.  This  amount  corresponds 
to  6  62  percent  of  the  premium  required  by  statute. 

During  1950-1958,  aproximately  $19.8  million  of  excess  premium  wa,s 
claimed  by  workers  and  refunded  to  them,  or  about  36  percent  of  a  1 
the  excess  premiums  collected.  The  remaining  64  percent  or  $3o.l  mil- 
lion was  not  claimed  by  the  workers  and  was  retained  by  either  the 
state  plan  or  a  voluntary  plan,  whichever  collected  the  premium  m  the 
first  instance. 

About  56  percent  of  the  refunds  for  premiums  above  ceiling  made 
during  1950-1958  were  paid  by  the  State  Plan,  and  44  percent  by  the 

Table  X  indicates  the  extent  to  which  overpayments  of  premium 
have  been  collected  under  the  program.  ,nrrn  ^i,         v 

The  excess  premium  collected  increased  each  year  from  1950  through 
1957  The  amount  nearly  quadrupled  during  the  period,  from  $2.4  mil- 
lion in  1950  to  $9.4  million  in  1957.  As  a  percentage  of  the  regular 
premium  the  excess  premium  more  than  doubled  from  3.64  percent  m 
1950  to  8.81  percent  in  1957.  A  1958  decrease  in  total  amount  collected 
is  due  to  the  increase  in  taxable  ceiling  effective  January  1,  1958.  It  is 
expected  that  in  1959  and  after,  the  amount  of  excess  premium  col- 
lected will  again  increase.  ,       -,  •     i 

During  the  period  under  consideration,  workers  claimed  and  received 
almost  $20  million  as  refunds  for  excess  premiums.  This  total  amount 
represents  about  36  percent  of  all  excess  premiums  on  wages  paid  m 
the  period.  (See  Table  XI) 

The  California  Unemployment  Insurance  Code  provides  that  all  re- 
funds to  workers  for  excess  disability  insurance  premiums  will  be  made 
from  the  State  Disabilitv  Fund  and  that  private  insurers  will  be  as- 
sessed for  a  portion  of  the  refunds  made.  Of  the  total  refunds  paid  by 
the  Disability  Fund,  the  proportion  to  be  assessed  against  the  voluntary 
plans  is  determined  by  the  ratio  of  voluntary  plan  taxable  wages  in- 
volved in  the  refund  to  the  total  taxable  wages  involved  in  the  refunds. 
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The  total  voluntary  plan  assessment  is  allocated  among  individual  in- 
surers on  the  basis  of  the  proportion  of  voluntary''  plan  taxable  wages 
involved  in  refunds.  Table  XII  gives  the  amount  and  share  of  refunds 
which  were  assessed  against  voluntary  plan  carriers  compared  with  the 
share  of  all  taxable  wages  paid  to  workers  covered  by  voluntary  plans. 
These  data  indicate  that  the  voluntary  plan  assessments  for  worker 
refunds  have  consistently  been  lower  than  the  voluntary  plan  share  of 
all  taxable  wages  earned  during  the  given  year.  For  the  period  as  a 
whole,  voluntary  plan  assessment  for  worker  refunds  represented  43.9 
percent  of  all  refunds  while  voluntary  plan  taxable  wages  were  49.7 
percent  of  all  taxable  wages. 


TABLE  X  - 

Excess  Premiums  Collected  on  Wages  Paid  in  1950-1958 

Table  X  indicates  the  extent  to  which  overpayments  of  premium  have  been  col- 
lected under  the  program. 

Estimates  of  Premiums  Collected  in  Excess  of  Statutory  Limit 
on  Wages  Paid  in  1950-1958 


Excess  premium  collected 

Calendar  year 

Amount » 

As  a  percentage 
of  regular 
premium  *> 

Average  amount 
of  premium 
overpayment 

1950-1958 

$54,872,000 

2,437,000 

3,910,000 

4,900,000 

5,302,000 

5,272,000 

6,751,000 

8,898,000 

9,438,000  est. 

7,964,000  est. 

6.62% 

3.64 
5.14 
5.90 
6.01 
6.01 
7.12 
8.64 
8.81 
6.51 

1950 --   -   --   

$6.96 

1951                 ...     .     .. .- 

9.70 

1952           --     ---   -- 

8.51 

1953                           --- - 

8.90 

1954             .    --    

9.28 

1955 -   - -   -   -     - 

10.06 

1956 --   -   

11.40 

1957                      _   .. 

11.58 

1958       -   . -   -- 

11.98 

a  Estimated  on  the  basis  of  taxable  wages  in  excess  of  statutory  ceiling  as  reported  for  a  one  percent  sample 

of   wage   earners. 
"  Regular  premium  is  one  percent  of  all  the  wages  paid  up  to  the  taxable  ceiling  per  person.  It  does  not 

include  any  excess  premium. 
SOURCE:  California  Department  of  Employment. 

TABLE  XI 

Amount  of  Refunds  Claimed  and  Paid,  1950-1958 

Amount  of  Refunds  Claimed  by  Workers  by  Year  in  Which  the 

Wages  Were  Paid  1950-1958 


Calendar  year 

Amount  of  refunds 

Refunds  as  a  percentage  of 
excess  premium  collected 

Total  1950-1958            -    - 

$19,820,442 

837,231 
1,023,268 
1,323,322 
1,760,031 
1,981,118 
2,626,502 
3,402,903 
3,680,638 
3,185,429 

36.1% 

1950                               

34.4 

1951                .     .. 

26.2 

1952                         ---   -- 

27.0 

1953            - -- 

33.2 

1954                . ..   _.   . 

37.6 

1955                                     ..    . 

38.9 

1956 -- -    - 

38.2 

1957                        ._     .. 

39.0 

1958                           .   

40.0 

SOURCE;  California  Department  of  Employment. 
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TABLE  XII 
Voluntary  Plan  Assessments  for  Worker  Refunds,  Accrual  Basis  1950-1958 


Voluntary  plan  assessments 

Calendar  year 

Total 
worker 
refunds 

Total 
amount 

As  percent  of 

all  worker 

refunds 

Voluntary  plan 

share  of  all 
taxable  wages 

1950-1958 

1950 

$19,820,442 

$837,231 
1,023,268 
1,323,322 
1,760,031 
1,981,118 
2,676,502 
3,402,903 
3,680,638 
3,185,429 

$8,702,180 

$382,419 

477,524 

619,933 

818,861 

845,435 

1,136,677 

1,519,615 

1,528,984 

1,372,732 

43.9% 

45.7 
46.7 
46.8 
46.5 
42.7 
42.5 
44.7 
41.5 
43.1 

49.7% 

50.2 
54.8 
54.9 
53.9 
49.0 
48.3 
47.6 
47.7 
44.9 

1951       

1952            

1953              ..    

1954          ..    

1955                 --   -- 

1956       -  --   

1957             

1958     



The  total  voluntary  plan  assessment  is  allocated  among  Individual  insurers  on  the  basis  of  the  proportion  of 

voluntary  plan  taxable  wages  involved  in  refunds. 
SOURCE:  California  Department  of  Employment. 

Table  XII  gives  the  amount  and  share  of  refunds  which  were  assessed 
against  voluntary  plan  carriers  compared  with  the  share  of  all  taxable 
wages  paid  to  workers  covered  by  voluntary  plans. 


7.  The  Assessment  of  Volunfary  Plans  for  Disability  Insurance 
Benefits  Paid  to  the  Unemployed 

Disabled  persons  who  are  not  in  covered  employment  at  the  onset 
of  their  disability— the  "unemployed"  claimants— may  receive  bene- 
fits from  the  State  Disability  Fund  if  they  meet  the  base  period  earn- 
ings requirements  established  by  the  Code.  The  claimants  may  have 
contributed  to  the  State  Fund  or  to  one  or  more  voluntary  plans  dur- 
ing the  time  when  they  were  in  covered  employment.  In  some  cases 
they  may  remain  eligible  to  receive  benefits  when  disabled  up  to  i» 
months  after  leaving  covered  employment. 

The  1946  law  establishing  the  Unemployment  Compensation  Disabil- 
ity Program  included  voluntary  plan  coverage  by  private  carriers  or 
by  self -insurers,  but  made  no  provision  for  recouping  the  cost  ot  benefit 
payments  attributable  to  voluntary  plan  base  period  earnings.  In  1947, 
the  Leo-islature  established  an  extended  liability  account  for  the  pur- 
pose The  1959  Legislature  suspended  the  account  and  the  provisions 
for  its  upkeep  and  replaced  them  with  the  concept  of  "Prorated  Bene- 
fits." 

The  1947  amendment  created  an  extended  liability  account  as  a 
separate  account  of  the  Disability  Fund,  to  which  were  charged  the 
benefit  payments  to  workers  who  were  either  unemployed  or  working 
in  noncovered  industries  at  the  onset  of  their  disabilities.  It  was  not 
on  account  in  the  sense  that  it  contained  identifiable  assets  but  was, 
rather  a  complicated  statistical  device  for  computing  the  assessments 
against  the   State  and  voluntary  plans  for  their  respective  share  ot 
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payments  to  extended  liability  claimants.  The  extended  liability  ac- 
count had  three  sources  of  credits  : 

(a)  The  account  was  credited  annually  with  a  calculated  interest 
amount  (Sec.  3102  of  the  Code).  The  multiplier  used  in  the 
calculation  was  the  average  rate  of  interest  on  all  investments 
of  the  Disability  Fund,  including-  the  amount  in  the  Unemploy- 
ment Fund  collected  during  1944  and  1945  subject  to  requisition 
for  disability  compensation.  The  multiplicand  was  the  sum  con- 
tributed by  covered  workers  to  the  Unemployment  Fund  during 
the  calendar  years  1944  and  1945  plus  the  amount  of  worker 
contributions  to  the  Disability  Fund  prior  to  December  1,  1946. 

(b)  If,  after  entering  the  calculated  intWest  credit,  there  remained 
a  cumulated  deficit  in  the  extended  liability  account,  the  volun- 
tary plans  were  assessed  (Sec.  3103  of  the  code)  and  the  ex- 
tended liability  account  credited  with  the  amount  of  the  assess- 
ment. The  assessment  was  computed  by  determining  the  ratio  of 
the  account's  year-end  deficit  to  all  disability  insurance  taxable 
wages  and  applying  that  value  to  those  wages  subject  to  volun- 
tary plan  coverage.  The  maximum  assessment  permitted  in  a 
single  year  was  0.03  percent  of  the  wages  covered  by  voluntary 
plans. 

(c)  A  similar  computation  was  performed  on  the  wages  subject  to 
the  State  Plan,  and  the  extended  liability  account  was  credited 
with  an  amount  equal  to  the  product  of  the  same  ratio  and 
State  Plan  wages.  As  with  the  voluntary  plan  assessment,  the 
credit  could  not  exceed  0.03  percent  of  taxable  wages. 

Any  deficit  or  positive  balance  remaining  after  making  the  appro- 
priate credit  entries  Avas  carried  over  to  future  periods. 

The  extended  liability  account  as  it  operated  under  the  1947  amend- 
ment showed  a  positive  balance  only  for  two  years :  at  the  end  of  1949 
there  was  a  deficit,  and  the  deficit  has  grown  at  an  increasing  rate  every 
year  since  then.  In  1959,  an  amendment  was  passed  to  the  extended 
liability  provisions  established  in  1947. 

Early  in  1959,  the  Department  of  Employment  asked  the  Legislature 
to  halt  growth  of  the  deficit  in  the  extended  liability  account  by  pro- 
viding that  extended  liability  costs  would  be  shared  fully  and  on  a 
current  and  equitable  basis. 

As  enacted  by  the  Legislature,  the  amendment  radically  changed 
computation  of  the  liability  for  benefits  paid  to  the  unemployed.  The 
new  program : 

(a)  Substituted  the  term  of  prorated  hevefits  for  the  old  one  of  ex- 
tended liability  benefits. 

(b)  Kept  the  interest  credit  in  a  slightly  modified  form. 

(c)  Provided  for  the  proration  of  benefits  paid  to  the  unemployed 
according  to  base  period  wages. 

(d)  Raised  the  ceiling  on  the  voluntary  plan  assessments  for  pro- 
rated benefits  to  0.2  percent  of  voluntary  plan  wages. 

(e)  Cancelled  the  voluntary  plan  assessment  for  extended  liability 
benefits  paid  and  incurred  in  1959. 
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(f)  Suspended  the  extended  liability  provisions  and  the  extended 
liability  account. 

The  last  amendment  left  the  deficit  in  the  suspended  liability  account 
for  reconsideration  by  the  Legislature  in  1961.  Unless  legislative  action 
is  taken  in  1961,  the  extended  liability  account  will  be  reinstated  m 
1962  without  the  prorated  benefit  provisions  being  repealed. 

From  the  inception  of  the  extended  liability  account  through  De- 
cember 1958,  benefit  charges  have  amounted  to  $105.8  million.  Imputed 
interest  credits  of  $38.1  million,  in  conjunction  with  voluntary  plan 
assessments  of  $13.5  million  and  State  Plan  credits  of  $13.9  million, 
have  left  a  cumulated  deficit  of  $40.3  million  as  of  December  31,  1958, 
after  all  credits  and  assessments. 

Had  the  account  not  been  suspended  by  the  1959  Legislature,  the 
deficit  would  have  reached  an  estimated  $93.2  million  by  the  end  of 

1962. 

CONCLUSIONS 

(a)  That  the  lack  of  meaningful  adverse  selection  criteria  by^  the 
Department  and  the  suspension  of  the  adverse  selection  provision 
of  the  Unemployment  Compensation  Disability  Act  by  the  Legis- 
lature has  substantially  affected  the  Disability  Fund,  to  its  detri- 
ment. 

(b)  That  the  greater  rights  requirement,  although  at  one  time  pro- 
viding substantially  greater  benefits  than  the  statutory  minimum, 
has  ceased  to  be  of  any  great  importance  to  the  workers  covered 
by  voluntary  plans. 

(c)  That  both  the  voluntary  plans  and  the  State  Fund  have,  because 
of  the  retention  of  unclaimed  premiums  in  excess  of  the  statutory 
minimum,  had  the  benefit  of  a  windfall  profit  amounting  to  many 
millions  of  dollars. 

(d)  Because  of  the  rapid  depletion  in  the  State  Fund  reserves,  it  will 
be  necessary  to  secure  additional  revenues  to  provide  adequate 
financing  for  the  Fund. 

Recommendation 

That  the  extended  liability  provisions  of  the  Act  should  be  repealed 
without  prejudice  to  recovery  by  the  proper  agency  of  any  obligation 
which  may  have  accrued  thereunder  and  a  prorated  benefits  provision 
be  made  permanent. 


REPORT  OF 
GENERAL  INSURANCE  SECTION 

1.     AUTOMOBILE  PARTS  WARRANTIES 

A.B.  2703  (Holmes)  ^Yas  introduced  at  the  1959  Regular  Session 
for  the  purpose  of  requiring  purveyors  of  performance  warranty  con- 
tracts on  motor  vehicles,  household  appliances  and  the  like  to  obtain 
permits  from  the  Commissioner  of  Insurance.  The  latter  would  have 
been  empowered  to  adopt  regulations  regarding  solvency  of  the  firms 
and  their  ability  to  discharge  contractual  obligations. 

It  was  in  the  area  of  auto  parts  warranties  that  most  abuses  devel- 
oped and,  for  this  reason,  a  public  hearing  was  held  on  November  30, 
1959,  in  the  Board  of  Education  Hearing  Room,  170  Fell  Street,  San 
Francisco.  Assemblyman  Alan  G.  Pattee  presided.^ 

Appearing  before  the  committee  were:  Joseph  D.  Thomas,  Chief 
Assistant  Insurance  Commissioner;  Frank  Fullenwider,  Deputy,  De- 
partment of  Insurance;  Harold  B.  Haas,  Deputy  Attorney  General; 
Neil  Cunningham,  representing  Carter,  Tilson  and  Rnppe,  counsel  re- 
tained by  National  Bonded  Cars ;  Allen  D.  Vogel,  former  counsel  for 
Sure-Car  of  America;  Rena  M.  Kanelos,  Independent  Auto  Dealers 
Council  of  California ;  Leonard  Alama,  former  San  Jose  agent  for  Reg- 
istered-Tested Cars ;  William  A.  White,  counsel  for  Premier  Insurance 
Company;  William  0.  McMahon,  President,  Automobile  Mechanical 
Insurance'  Agency ;  Terence  A.  Hill,  Senior  Vice  President,  Balf our- 
Gnthrie  Insurance  Company. 

The  companies  doing  the  bulk  of  the  business  in  California  were 
united  in  the  Consolidated  Warranty  System  of  Springfield,  New  Jer- 
sey, and  held  common  reserves.- 

Numerous  complaints  of  unethical  practices  on  the  part  of  these 
companies  were  made  to  Insurance  Commissioner  F.  Britton  McCon- 
nell.  In  November,  1957,  on  the  advice  of  Deputy  Attorney  General 
Harold  B.  Haas,  Mr.  McConnell  issued  a  "cease  and  desist"  order 
to  the  companies  to  halt  operations.  National  Bonded  Cars  brought 
suit  in  San  Francisco  Superior  Court  for  an  injunction  against  the 
commissioner.  Judge  Eustace  Cullinan  granted  a  temporary  injunction 
in  January,  1958,  and  hearings  were  held  in  the  summer  of  1959  on  a 
move  to  make  the  injunction  permanent,  but  before  rendering  his  for- 
mal decision.  Judge  Cullinan  died.  AVhen  the  matter  came  up  in  an- 
other court  on  December  14,  1959,  the  presiding  judge  found  in  favor 
of  the  State  for  lack  of  contest. 

In  addition  to  the  Holmes  Bill,  the  committee  had  before  it  a  bill 
drafted  by  Mr.  Levy  on  the  basis  of  a  Florida  statute  and  two  alterna- 
tive drafts  prepared  by  the  Department  of  Insurance. 

1  other  committee  members  in  attendance :  Assemblymen  Ronald  B.  Cameron    Robert 

W    Crown,  Bert  DeLotto,  John  A.   O'Connell,  Thomas  M.  Rees,  W.  Byron  Rum- 
ford,  Howard  J.  Thelin,  and  Jesse  M.  Unruh.  ^  m     *  ^    r-o,.a    Tr,n  •   -NTptinnal 

2  The  companies  comprising  the   system  are:   Registered-Tested  Cars    Inc,   National 

Bonded    Cars,    Inc.;    Auto    Warranty    Company;    Auto    Life    Plan,    Sure-Car    ot 
America. 

(87) 
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Mr.  Thomas  described  the  department 's  bills :  ' '  The  substance  of 
them  is  to  define  this  warranty  business  as  insurance  so  there'll  be  no 
question  about  that.  That  was  what  happened  in  New  York.  They  had 
an  adverse  Attorney  General's  opinion;  the  next  Session  of  the  Legis- 
lature made  it  insurance.  And  that's  been  the  rule  in  a  good  many  of 
the  states,  although  there  are  still  some  of  them  where  these  things  are 
either  undefined  or  are  termed  to  be  noninsurance.  Now,  these  bills 
*  *  *  may  be  [subjected]  to  a  good  bit  of  editing  and  comment.  *  *  * 
One  of  them,  the  alternate  number  one,  is  drawn  with  some  blanks 
in  it  to  carry  out  what  I  understood  Assemblyman  Holmes'  original 
position  was.  He  wasn't  worried  much  about  auto  warranties,  he  was 
worried  about  television  sets  or  radio  sets  or  something  else  *  *  * 
So,  alternate  number  one  is  set  up  so  that  other  things  besides  automo- 
biles could  be  put  in  there  if  that  was  the  desire  of  the  committee." 

Mr.  Haas  indicated  his  approval  of  the  Department's  drafts  and 
both  he  and  Mr.  Thomas  indicated  their  belief  that  the  Holmes  Bill 
contains  defects  in  wording  since  it  could  be  construed  as  appljang  to  a 
dealer's  own  warranty. 

Mr.  FuUenwider  testified  that,  as  of  November,  1957,  there  were  21 
companies  issuing  automobile  warranties  backed  by  their  own  credit 
and  assets.  Since  the  Insurance  Commissioner  issued  his  order,  five  of 
them  became  agents  for  insurance  companies,  but  the  bulk  have 
dropped  out  of  the  field,  so  that  only  three  are  left  today.  These  com- 
panies, of  their  own  volition,  have  decided  to  write  warranties  as 
insurance  policies.^ 

By  October,  1959,  the  Consolidated  System  had  suspended  all  its 
operations  in  California.  In  November,  Mr.  Thomas  wrote  the  commit- 
tee consultant :  ' '  The  group  of  organizations  which  sold  the  bulk  of  the 
coverage  in  California  now  admits  to  insolvency  to  the  extent  of  $700,- 
000  or  $800,000  after  collecting  about  $1,000,000  from  reinsurers  and 
is  now  suing  another  reinsurer  for  about  $500,000. ' ' 

Describing  the  complaints  which  the  Department  has  received,  Mr. 
FuUenwider  told  the  committee :  "  A  large  number  of  them  can 't  get 
the  repairs  authorized.  It  is  a  condition  precedent  in  practically  all  of 
the  contracts,  whether  they  be  automobile  warranty  or  whether  they 
be  insurance  company  mechanical  breakdown  insurance,  that  the  re- 
pairs be  authorized  before  they  can  be  made.  So  a  person  finds  himself 
in  a  situation  of  his  car  having  broken  down,  he  takes  it  into  a  garage, 
and  then  he  tries  to  get  hold  of  the  [agent]  to  get  the  repairs  author- 
ized. And,  of  course,  if  the  *  *  *  company  has  become  insolvent  or 
has  closed  substantially  all  of  [its]  offices,  he  can't  even  get  the  first 
step  taken  *  *  *." 

He  went  on  to  state  that  statistics  show  that  the  bulk  of  complaints 
arise  from  insolvency  of  the  companies  or  the  inability  of  claimants  to 
get  service  or  even  a  mere  response  from  the  company. 

Mr.  FuUenwider  observed  that,  if  Consolidated  obtains  the  money  it 
has  claimed  from  its  reinsurers,  it  could  very  well  resume  its  business 
in  California.  Assemblyman  Rees  asked  what  obligation  Consolidated 
has  to  pay  its  claims  outstanding. 

^  The  three  companies:  Equity  General  Insurance  Company  of  Florida  (witli  home 
office  in  Boulder,  Colorado),  Balfour-Guthrie  Insurance  Company  of  California, 
Premier  Insurance  Company  of  California. 
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MR  FULLENWIDER  :  Well,  your  obligation  would  be  your  snme  obli- 
gation that  YOU  have  on  any  other  contract  *  *  *  and  your  remedy  would 
he  as  many  people  are  doing,  to  simply  sue  and  get  a  judgment  against 
them  and  then  if  they  have  money,  why  you  go  ahead  and  use  your  normal 
legal  process  to  get  it. 

ASSEMBLYMAN  REES  :  But  in  California,  in  terms  of  the  state,  in 
terms  of  your  Department,  and  in  terms  of  our  own  courts,  we're  pretty 
helpless  because  they're  not  doing  business  here.  They  have  no  agent  here. 

MR.  FULLENWIDER  :  As  far  as  the  Department  of  Insurance  is  con- 
cerned, we're  helpless,  yes,  sir. 

Chairman  Pattee  asked  Mr.  Vogel  what  kind  of  legislation  he  would 
favor.  In  his  response,  the  latter  stated  his  impression  that  failure  to 
meet  claims  on  the  part  of  the  companies  resulted  from  their  failure  to 
reserve  warranty  payments  against  that  eventuality  and,  moreover,  a 
substandard  svstem  of  maintaining  records.  He  testified  that  one  of  the 
subsidiaries,  Sure-Car,  had  operated  on  a  sound  basis  and,  therefore, 
encountered  no  difficulty  in  honoring  claims  against  it  up  to  the  time 
it  withdrew  from  the  business.  . 

Mrs  Rena  M.  Kanelos  pursued  the  point  of  the  dealer's  responsibility 
in  the  warrantv  problem.  "There  is  a  very  stringent  dealer's  licensing 
law  which  requires  that  anv  warranty  [or  the  like]  given  to  a  customer 
can  affect  a  dealer's  license,"  she  observed.  ''If,  at  any  time,  that 
warrantv  or  implied  guarantee  is  given  to  the  customer  and  is  violated, 
our  dealer's  license  is  up  in  front  of  [the  Director  of  the  Department 
of  Motor  Vehicles]."  She  went  on  to  complain  that  poor  performance 
on  the  part  of  a  warrantv  company  hurts  the  auto  dealer.  "We  either 
have  a  one-shot  customer  or  we  put  in  the  two  or  three  hundred  ^dol- 
lars that  is  involved  sometimes  on  a  major  overhaul."  she  stated.^  We 
have  had  a  great  deal  of  bad  public  relations  on  this  very  subject.  Mrs. 
Kanelos  claimed  that  the  selling  of  warranties  is  more  trouble  than  it 
is  worth  and  asserted  that  dealers  make  them  available  only  because  the 
public  demands  them.  But,  according  to  her,  it  has  been  difficult  to  find 
warrantv  companies  that  would  provide  the  kind  of  service  required. 
She  related  one  instance  where  all  the  auto  dealers  in  one  locality  de- 
cided to  utilize  the  services  of  two  companies  that  appeared  to  be 
soundest,  from  a  financial  standpoint.  Within  sis  weeks,  both  were  out 

of  business.  ij    -^.i 

Mrs.  Kanelos  concluded  by  appealing  for  a  law  that  would  either  reg- 
ulate auto  warranty  companies  stringently  or  else  outlaw  them  alto- 
gether. 

Mr.  ^N^ite  testified  that  his  company  (Premier  Insurance)^ has  been 
in  the  warrantv  business  since  June  1958;  that  they  write  "policies" 
exclusively ;  that  thev  have  been  able  to  meet  all  claims  withm  a  reason- 
able period  of  time ;  and  that  they  favor  both  of  the  alternatives  pro- 
posed by  the  Insurance  Department. 

Mr.  McMahon  stated  that  his  firm  (Automobile  Mechanical  Insurance 
Agency)  writes  insurance  policies  for  the  Balfour-Guthrie  Company. 
AMIA,  he  announced,  favors  the  department's  bills.  He  also  pointed 
out  that  his  company  writes  policies  on  new  cars  only  and  utilized,  for 
the  most  part,  its  own  agents  rather  than  car  dealers. 

Mr.  Hill  (of  Balfour-Guthrie)  told  the  committee:  "*  *  *  I,  per- 
sonallv,  have  a  sort  of  a  cringing  running  up  and  down  the  back  of  my 
spine  'whenever  I  hear  this  association  of  warranties  and  insurance 
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policies  all  in  tlie  same  breath.  They  are  two  entirely  different  things. 
The  people  who  have  not  met  their  obligations  in  this  field  are  war- 
ranty companies.  The  people  who  have  met  their  obligations  are  insur- 
ance companies.  Speaking  for  [Balfonr-Gnthrie],  we  pay  onr  mechan- 
ical breakdown  insurance  claims  in  just  the  same  manner  as  we  pay 
our  fire  claims  or  our  inland  marine  claims,  or  our  automobile  claims, 
or  any  other  claims." 

On' behalf  of  the  Department  of  Insurance,  Mr.  Thomas  urged  the 
Governor  to  issue  a  special  call  to  the  Legislature  for  the  Session  of 
1960.  "Since  the  hearing  of  [November  30],"  Mr.  Thomas  wrote,  "fur- 
ther thought  brought  to  light  the  obvious  fact  that  there  is  real  danger 
of  new  unlicensed  organizations  entering  the  business  [of  automobile 
warranties]  to  victimize  a  second  crop  o^  Californians. "  Mr.  Thomas 
concluded  by  characterizing  the  situation  as  "urgent."  The  Governor 
evidently  did  not  agree  with  the  Department  of  Insurance,  and  the 
matter  was  not  placed  before  the  Legislature  in  1960. 

Conclusion 

This  committee  strongly  recommends  that  legislation  be  enacted  in 
order  to  prevent  a  recurrence  of  the  disgraceful  situation  brought  about 
by  unregulated  purveyors  of  automobile  parts  warranties.  We  look  with 
favor  on  the  efforts  made  by  the  Department  of  Insurance  in  this  field. 

2.     FRANCHISE  LIFE  INSURANCE 

Also  considered  at  the  November  30  hearing  in  San  Francisco  was 
the  problem  of  "franchise"  or  "wholesale"  life  insurance. 

Appearing  before  the  committee  were:  Donald  C.  Burns,  Secretary, 
California  Association  of  Life  Underwriters ;  John  P.  McFarland,  spe- 
cial council  for  CALU;  Richard  AVollesen,  Legislative  Chairman  of 
CALU ;  Leland  B.  Groezinger,  representing  the  Life  Insurance  Associa- 
tion of  America;  Joseph  D.  Thomas,  Chief  Assistant  Insurance  Com- 
missioner ;  Goscoe  Farley,  representing  the  California  Bar  Association ; 
Howard  Jeske,  representing  California-Western  States  Life  Insurance 
Company;  Robert  R.  I^eslie,  representing  Northwestern  National  Life 
Insurance  Company;  Anthony  Kennedy,  Joint  I^egislative  Committee 
of  the  California  State  Dental  Association  and  the  Southern  California 
Dental  Association;  L.  K.  Lloyd,  representing  L.  K.  Lloyd,  Bernhard 
and  Company,  administrators  of  life  and  disability  programs. 

Assembly  Bill  2833  (Rees)  was  approved  by  the  Legislature  during 
the  1959  General  Session.  The  Governor  declined  to  sign  it,  and  it  did 
not  take  effect. 

The  bill  undertook  to  define  "franchise"  or  "wholesale"  life  insur- 
ance for  the  first  time.  While  A.B.  2833  would  not  affect  existing  plans, 
it  would  restrict  and  regulate  future  issues.  It  set  a  limit  of  $50,000 
that  might  be  written  on  any  one  member  insured  under  a  wholesale 
plan.  It  also  made  clear  that  group  insurance  could  not  be  issued  to 
organizations  formed  solely  for  the  purpose  of  buying  life  insurance 
at  the  lower  group  rate. 

In  his  opening  remarks  to  the  committee,  Mr.  Burns  noted  that  Cali- 
fornia law  does  not  permit  the  issuance  of  group  life  insurance  ^  on 
members  of  associations,  clubs  and  societies.  To  get  around  this  prohibi- 
tion, he  said,  insurance  companies  invented  the  stratagem  of  "fran- 
chise" or  "wholesale"  life  insurance.  "In  1958,  when  the  Los  Angeles 
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County  Medical  Association  contracted  for  a  franchise  life  insurance 
plan  for  its  members,  the  California  Association  of  Life  Underwriters 
initiated  an  Attorney  General's  opinion  as  to  the  plan's  legality.  For 
several  technical  reasons,  the  opinion  ruled  that  under  the  existing 
statutes  *  *  *  the  plans  were  legal." 

Mr  Burns  went  on  to  state  that  the  major  concern  of  the  California 
Association  of  Life  Underwriters  was  that  the  practice  of  writing  whole- 
sale life  insurance  would  spread  from  professional  associations  into 
nonprofessional  associations,  clubs  and  societies.  He  described  this  as  a 
"bargain  basement  inducement  to  buying  life  insurance  at  a  discount. 

''Life  insurance  can't  be  sold  like  a  sack  of  wheat,"  Mr.  McFarland 
told  the  committee.  He  described  the  use  of  mortality  tables  m  the  writ- 
ing of  individual  insurance  and  stressed  that  in  standard  group  insur- 
ance safeguards  are  imposed  to  produce  much  the  same  effect.  He 
attacked  what  he  called  the  "get-rich-quick"  wholesale  insurers  and  con- 
tended that  their  operation  is  no  different  than  the  "fleet  type  ot 
automobile  insurance  which  has  been  outlawed  for  several  years. 
We  believe  that  there  does  seem  to  be  a  very  definite  need  for  some  de- 
finition of  what  this  kind  of  insurance  is  and  an  assurance  that  there  is 
such  regulation  that  we  don't  court  disaster.  *  *  *  We're  just  asking 
for  a  minimum  regulation." 

Mr  Wollesen  stated  that  CALU's  "underlying  motive"  in  AB  2833 
was  that  the  confidence  the  public  has  in  [the  insurance  business]  be 
maintained."  He  also  commented:  "  *  *  *  The  history  of  life  insurance 
has  been  involved  with  the  history,  for  example,  of  the  fraternal  or- 
ganizations where  good  underwriting  practices  were  not  involved  and 
as  the  [groups  themselves]  got  older  and  older,  it  created  a  problem. 
And  this  resulted  in  some  of  the  reforms  in  life  insurance  which  are 
part  of  our  history.  AVe're  anxious  for  that  not  to  happen  again. 

Mr  Burns  amplified  this  matter  under  questioning  by  Assemblyman 
Cameron.  The  difficulty  in  the  writing  of  fraternal  orders,_  he  main- 
tained, was  that  they  were  not  soundly  underwritten,  which  meant 
that  premiums  subsequently  rose.  "  *  *  *  The  younger  members 
found  *  *  *  that  they  could  buy  the  same  type  of  term  insurance  on 
an  individual  basis  at  less  premium  cost  than  that  which  they  were 
paying  *  *  *  ,  so  they  dropped  the  plan.  A  number  of  these  had  a 
marked  effect,  again,  on  the  actuarial  makeup  of  the  plan  and  so  the 
premiums  were  again  raised,  so  that  over  *  *  *  a  period  of  a  few  years 
you  had  a  situation  where  the  only  ones  left  were  the  unmsurables  and 
elderly  people  who  were  paying  exorbitant  amounts  *  *  *  and  finally 
the  thing  just  collapsed  *  *  *  . " 

Chief  Assistant  Insurance  Commissioner  Joseph  D.  Thomas  sup- 
ported this  point  in  his  testimony.  "The  big  distinction  between  a 
so-called  franchise  situation  *  *  *  and  the  normal  type  of  group  in- 
surance on  an  employer-employee  [basis]  is  that  the  employer  keeps 
hiring  younger  people  all  the  time  so  that  the  group  generally  has 
approximately  the  same  average  age  and  the  policy,  then,  can_  go  on 
with  the  premiums  staying  substantially  as  they  are  and  not  rising  too 
radically.  Whereas,  in  the  franchise  arrangement  *  *  *  where  there  s 
no  guarantee  or  no  real  likelihood  of  younger  people  joining  it  reg- 
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iilarly,  you  always  run  the  big  hazard  of  the  rate  getting  higher  and 
higher  to  the  point  where  nobody  can  afford  it  any  longer  and  then  the 

thing  collapses. "  .      -,    ,,   ^   ^.  ^  ^m- 

Regarding  the  $50,000  limitation,  Mr.  Burns  explained:  *  ="  *  We 
are  really  envisioning  a  situation,  for  example,  where  your  State  Bar 
could  have  a  $50,000  plan,  your  San  Francisco  Bar  $50,000,  your  Bar- 
risters $50,000  and  one  attorney  *  *  *  belongs  to  [all].  *  *  *  We  feel 
that  this  is  not  good  and  that  there  should  be  a  limitation  on  how  much 
of  this  stuff  a  man  should  be  able  to  buy. ' ' 

Mr.  Groezinger  cautioned  that  the  $50,000  limitation  would  be  "very, 
very  difficult  of  administration  and  policing." 

Assemblyman  Cameron  suggested  that  all  the  CALU  was  really  ask- 
ing was  that  the  Legislature  make  an  "arbitrary  distinction"  as  to 
what  constitutes  group  insurance  and  what  does  not. 

MR.  WOLLESEN :  *  *  *  One  reason  *  *  *  some  of  the  professional 
associations  did  not  want  to  be  covered  under  tlie  group  law  is  that  the 
group  *  *  *  requires  a  minimum  participation.  .  .  . 

ASSEMBLYMAN  CAMERON  :  But  this  is  a  statutory,  arbitrary  thing. 
MR.  WOLLESEN  :  Well,  the  reasons  for  these  restrictions  in  the  group 
code  *  *  *  are  to  *  *  *  insure  the  safety  of  the  group.  In  a  group,  for 
example,  there  is  no  element  of  personal  selection  *  *  *  so  that  the  law 
of  averages  *  *  *  are  imposed  by  group  law.  In  the  franchise  area,  there 
are  none  of  these  restrictions,  generally  speaking,  except  by  agreement 
with  the  individual  company.  Therefore,  this  restriction  *  *  *  of  the 
$50,000  is  one  way  of  minimizing  the  difficulties  from  the  lack  of  other 
regulatory  devices  to  protect  the  underwriting  standing  of  the  group. 

ASSEMBLYMAN  CAMERON:  But  aren't  we  *  *  *  creating  another 
type  of  group  insurance  *  *  *  rather  than  amending  the  existing  group 
statute  to  accept  this  problem? 

MR.  WOLLESEN :  You  can't  really  call  it  group  insurance  because, 
by  being  written  as  individual  policies,  they  escape  the  regulation  which 
the  statutes  impose  on  group  insurance,  you  see.  Our  original  approach 
to  this  thing  was  to  say,  "Well,  gee,  we  think  it's  sort  of  really  unjust  that 
the  professional  associations  should  not  have  group  insurance."  This  present 
thinking  reflects  the  fact  that  they  have  indicated  to  us  that  *  *  *  they 
would  prefer  to  go  the  franchise  method  and  out  of  deference  to  their  atti- 
tude, we  have  tried  to  incorporate  them  in  this  definition  of  franchise 
insurance. 

Mr.  Burns  asserted  that  the  continued  absence  of  regulation  of 
franchise  insurance  constitutes  an  "immediate  threat"  to  the  public 
and  urged  that  consideration  be  given  to  CALU'S  bill  during  the  1960 
Session.  "With  this  market  nearly  saturated,  the  same  promoters  of 
the  professional  franchise  plans  will  certainly  with  equal  intensity 
begin  soliciting  the  nonprofessional  clubs  and  groups  in  the  State. 
One  broker,  who  specializes  in  the  professional  franchise  plans,  has  told 
us  that  he  is  working  on  two  nonprofessional  association  plans  now." 

He  emphasized,  moreover,  that  California's  lack  of  an  anti- 
discrimination statute  was  a  further  hazard  to  those  who  are  presently 
written  by  franchise  life  insurance.^ 

No  one  present  at  the  hearing  could  explain  why  California  has  no 
such  law  on  its  books.  Mr.  Groezinger  stated  that  he  could  recall  no 
effort  being  made  to  introduce  such  a  bill  in  the  20  years  he  has  served 
in  Sacramento.  Asked  if  his  clients  would  favor  such  a  law,  he  replied 
that  he  could  not  unequivocally  say  but  felt  that  they  would  have  no 
objection  to  it. 


GENERAL  INSURANCE  ^^ 

Mr  Jeske  speculated  that  the  reason  why  such  a  law  had  not  been 
enacted  was  the  absence  of  the  problems  that  other  states  have  en- 
countered L  any  event,  he  noted  that,  "In  practically  every  group 
irurance  policy  written  in  *  *  *  California,  there  is  a  conversion 
priXew^hich  authorizes  the  individuals  to  a  policy  of  other  than 
term  insurance  any  standard  form  of  contract  written  by  the  company 
£^ng  the  group  contract  at  the  standard  rate  for  the  individual  a. 
of  his  then  attained  ***  age. "  „^f;^^. 

Assemblyman  Cameron  asked  Mr.  Burns  if  passage  of  an  antidis- 
crimination law  would  not  serve  the  purpose  of  the  legislation  he  was 
advocating. 

MR.  BURNS  :  No,  I  dou't  think  it  would  *   *   *  .  ^  ,,     ,, 

Ac^FMP.TYMAN  CAMERON:  But,  in  the  public  interest,  what  s  the 

!;;  hiving  the  conversion  clause  in  there,  how  is  the  public  jeopardized  by 

^  "mR  WOLLESEN  :  Well,  basically,  start  with  the  premise  that  the  in- 
sure?is  in  the  best  possible  ;elationship  when  he  has  some  personal  relation 
to  an  a-ent  *  *  *  where  there  is  somebody  standing  between  the  company 
and  thetuver    *  -•  *   [The  individual]  would  say,  "Well,  ^eck,  when  I  get 

of  his  personal  relationship  with  his  client.  .   ,  ^  ^  ...       ..,^ 

MR    BURNS-     Well,  that  comes  down  to  one  other  point   ••    •    ■        its 

able  *  *  *  It's  a  rather  difficult  situation. 

Mr  Thomas,  after  proclaiming  the  Department  of  Insurance's  neu- 
traUt;  stated  hat  he  believed  it  essential  that  "there  be  some  definition 
of  thil^  11?'  In  response  to  a  question,  he  stated  that  the  department 
anticipates  no  problem  enforcing  the  legislation  sponsored  by  CALU 
He  Xt  on  0  point  out  that,  under  franchise  insurance  the  individual 
Dolilv  s  frequently  cancellable  on  a  month's  notice  and  is  sold  m  any 
event  only  as  term  insurance.  This  is  in  contrast  to  the  usual  policy 
«;nlfl  individuallv  which  is  noncancellable. 

Assemblyman  Kumford  asked  about  the  record  o£  franchise  plans  m 

California :  ,  •  t    • 

MR     THOMAS-     So    far    as    the    employer-employee    [relationship]     is 
eoSnJ^L  been  i.diffic^ty,  ^^^^^^^J^  ;^,Tt^:  JS 

^^^'-'ifo^rai^d  :;itirf  -b  se'^;  alch^^^^^^^^^^  LI  U  come  into  exist- 
of  go  ng  out  ^"^  ;^^;f^,SJJ^';^'^itten  as  much  as  seven  or  eight  years  ago- 
bufnone   oTTtha:   imrTong   enough   to   see   actually   how   it   will   come 

out    *  *  *  ,        . 

A««iT^MmYMAN   RUMFORD:     *    *    *    In   other   words,   were   m   an 
orb^f  of  Safthfs   point   as   to   what   might   happen.   We're   not   too 


sure. 


~~  ^   <.   ^■     ir.  lift.  in=!iirance  provides  that  two  people  who  are  in 

^^^T\dintf<!LtpfsUroifa^c^rdrng^to  fhe^cHtfri^  employed  by  actuaries  may  not  be 
charged  different  premiums. 
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MR.  THOMAS  :  Well,  past  history  would  give  you  a  pretty  definite 
answer. 

ASSEMBLYMAN    RUMFORD :     Well,    what    has    happened    in    other 
states?  *  *  * 
***** 

MR.  THOMAS  :  It  has  usually  wound  up  in  difficulties  wherever  the 
thing  has  been  used  widely.  There  are  a  good  many  states  that  have  no 
group  statutes  at  all — they  allow  any  kind  of  grouping — and  the  results 
in  the  thing  have  never  been  very  satisfactory  *   *  *. 

Speaking  for  the  State  Bar  Association,  Mr.  Farley  told  the  com- 
mittee that  his  group 's  insurance  in  noncancellable,  the  policy  contains 
"a  good,  strong  conversion  provision,"  and  the  rates  cannot  be  in- 
creased. Although  he  conceded  that  the  plan  hasn't  been  in  effect  long 
enough'  to  have  had  much  experience,  he  pointed  out  that  rates  had 
actually  been  reduced  for  certain  age  brackets.  ''So  far,  anyway,  it 
looks  entirely  safe— safe  to  the  company,  I  think— and  I  believe  it's 
good  for  us  too  because  I  understand  we  enjoy  rates  of  about  25  per- 
cent less  than  they  would  cost  us  otherwise,"  Mr.  Farley  commented. 

Mr.  Farley  ascribed  the  lower  rates  to  the  fact  that  selling  the  insur- 
ance is  done  by  the  bar  itself,  premiums  are  collected  by  an  agent  of 
the  bar,  and  "the  mass  purchasing  power  of  7,500  members"  has  its 
effect.  As  to  why  the  California  Bar  doesn't  prefer  regular  group  in- 
surance, he  explained:  "*  *  *  Group  insurance  would  serve  us  probably 
as  well  as  franchise  insurance,  except  for  the  fact  that  under  present 
group  requirements,  you  have  to  start  with  a  very  high  percentage  of 
your  members.  That  is  okay  for  the  employees  in  a  firm  because  the 
employer  usually  pays  part  of  the  premium,  at  least,  and  he  can  make 
it  a  condition  of  employment  that  they  get  this  insurance  coverage. 
But  we  in  associations  cannot  do  that." 

Mr.  Farley  referred  to  the  Keogh-Simpson  Bill  now  pending  before 
Congress.''  He  expressed  a  desire  to  see  the  $50,000  limitation  imposed 
under  the  CALU  bill  be  made  non-applicable  to  associations  which 
set  up  retirement  plans  under  Keogh-Simpson  ("*  *  *  because,  I  un- 
derstand that  probably  the  amount  of  insurance  which  would  be  avail- 
able under  retirement  plans  would  almost  be  $50,000  itself."). 

ASSEMBLYMAN  CAMERON:  *  *  *  What  would  your  feeling  be  if 
*  *  *  this  bill  read  as  the  first  paragraph  does,  defining  franchise  and 
wholesale  insurance  and  then  merely  had  an  anti-discrimination  clause  and 
a  guaranteed  conversion  clause? 

MR.  FARLEY  :  Well,  I  think  that  might  be  a  very  good  piece  of  legis- 
lation to  put  in  a  guaranteed  conversion  clause.  As  I  say,  we  have  it,  and 
I  certainly  think  it's  a  good  thing.  Why  not  write  it  in  the  statute? 

ASSEMBLYMAN  CAMERON :  Wouldn't  that  take  care  of  your  prom- 
lem?  You're  worried  about  the  $50,000  limit  if  this  other  legislation  passes 
in  conjunction  with  retirement.  So,  if  you  just  drop  that  out,  all  you  would 
have  would  be  a  definition  and  an  anti-discrimination  and  a  conversion. 

MR.  FARLEY:  Yes,  we  certainly  don't  need  any  limitation  of  $50,000. 

Mr.  Lloyd  told  the  committee  that  his  firm  represents  50  life  insur- 
ance companies  and  that  they  were  familiar  with  the  business  of  fran- 
chise life.  He  maintained  that  the  problem  of  conversion  actually  does 

5  The  plan  has  been  in  operation  only  since  July  1958. 

8  This  bill  would  enable  self-employed  persons  to  build  up  retirement  benefits  in  a 
manner  analogous  to  that  under  the  Social  Security  Act. 
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not  exist.  As  to  the  $50,000  limit,  he  warned  that,  rather  than  a  maxi- 
mum it  becomes  a  minimum.  He  also  suggested  that  it  would  be  very 
difficult  to  insure  staying  within  the  law.^  Mr.  Lloyd  also  expressed 
his  belief  that  the  Keogh-Simpson  bill  would  eventually  be  enacted  and 
suggested  that  this  must  be  taken  into  account.  ^ 

Mr  Lloyd  declined  to  endorse  the  CALU  draft  and  particularly 
took  exception  to  the  limit  on  coverage  to  professional  associations: 
"Under  [the  provisions  of  this  proposal],  the  merchants'  associations 
would  not  be  able  to  purchase  wholesale  life  insurance.  Now,  what 
justification  is  there  that  a  merchant  can't  and  next-door  could  be  a 
drugstore  or  an  attorney  that  we  legally  can  write?" 

Mr  Jeske  responded  affirmatively  when  Assemblyman  Rees  asked 
him  if  the  CALU  draft  "is  a  good  draft  and  would  not  restrict  you 
unduly  and  would  also  protect  the  policyholders  and  everybody  else. 

Mr.  Kennedy,  speaking  for  the  State  and  Southern  California  Dental 
Associations,  asked  that  two  items  appear  in  any  legislation  on  fran- 
chise insurance— (1)  a  limit  of  at  least  $50,000;  (2)  a  guarantee  that 
future  members  of  an  association  shall  have  the  same  rights  under 
policies  as  those  in  existence  at  time  of  enactment. 

Mr.  Groezinger  stated  that  his  clients  were  in  support  of  A.B.  2833, 
but  could  not  announce  approval  or  disapproval  of  CALU 's  draft  until 
he  had  studied  it. 

Conclusions 

The  committee  believes  it  would  be  unfortunate  to  await  the  collapse 
of  some  wholesale  life  insurance  plan  before  sound  standards  and  regu- 
lations are  promulgated.  The  developments  in  the  field  of  automobile 
warranties  provide  a  dramatic  lesson  of  what  can  happen  where  there 
is  a  lack  of  reserve  requirements  and  enforcement  powers  to  protect 
the  citizens  of  California.  The  bill  enacted  by  the  1959  Legislature 
would  not  have  affected  existing  plans,  so  many  of  the  objections  raised 
against  that  proposal  are  groundless. 

Moreover,  it  is  altogether  clear  that  enactment  of  an  ''anti-discrimi- 
nation law"  in  the  area  of  life  insurance  is  long  overdue.  It  is  indeed 
ironic  that  such  a  large,  industrialized  and  heterogeneous  State  as  ours 
should  be  the  only  one  in  the  nation  without  one. 

'  In  the  draft  bill  subsequently  submitted  to  the  committee  by  L.  K.  Lloyd,  Bernhard 
&  Co,  no  mention  was  made  of  a  $50,000  limit  and  the  draft  was  patterned  after 
the  code  provisions  relating  to  disability  insurance  issued  by  private  carriers. 


REPORT  ON  HEALTH   INSURANCE 

House  Resolution  No.  284  of  the  1959  Regular  Session  read  as 
follows : 

Resolved  hy  the  Assemhhj  of  the  State  of  California,  That  the  subject  matter  of 
group  insurance  plans  providing  medical  and  hospital  insurance  coverage  and  their 
relation  to  the  costs  of  hospital  services  and  medical  care  in  the  State  of  California 
is  assigned  to  the  Committee  on  Rules  for  further  assignment  by  it  to  an  appro- 
priate Assembly  interim  committee,  which  committee  is  directed  to  report  to  the 
Assembly  on  such  subject  matter  not  later  than  the  fifth  calendar  day  of  the  1961 
Regular  Session  of  the  Legislature.  ^ 

This  subject  was  subsequently  assigned  to  the  Committee  on  Finance 
and  Insurance  by  the  Rules  Committee.  Assemblyman  Ronald  Brooks 
Cameron  w^as  requested  by  Chairman  Rees  to  make  a  study  of  the  mat- 
ter and,  upon  conclusion,  report  to  the  full  committee.^ 

At  its  meeting  in  Sacramento  on  December  6,  1960,  the  committee 
adopted  the  following  recommendation  : 

Immediately  after  commencement  of  the  1961  Regular  Session  of  the  Legislature 
we  recommend  the  creation  of  a  subcommittee  of  an  appropriate  committee  to  con- 
tinue the  study  in  the  entire  field  of  prepaid  hospital  and  medical  care  with 
authority  for  the  subcommittee  investigation  to  run  concurrently  with  the  1961 
Legislative  Session  and  appropriation  by  the  Rules  Committee  of  sufficient  funds 
for  the  subcommittee  to  maintain  a  full-time  legislative  consultant  and  a  full-time 
legislative  secretary. 

1  The    report    made   to    the   committee   by   Assemblyman   Cameron   is   included    in   the 
Appendix  to  this  report. 
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MEDICAL  AND  HOSPITAL  INSURANCE  COVERAGE 

LETTERS  OF  TRANSMITTAL 

Honorable  Speaker  of  the  Assembly 

Honorable  Members  of  the  Assembly 
AssemUy  Chamher,^  State  Capitol 
Sacramento,  California 

The  following  report  on  medical  and  hospital  insurance  was  sub- 
mitted bv  Assemblyman  Ronald  B.  Cameron. 

House 'Resolution  No.  284  of  the  1959  General  Session,  which  di- 
rected an  appropriate  interim  committee  to  study  the  subject  of  group 
insurance  plans  providing  medical  and  hospital  insurance  coverage, 
was  assigned  to  the  Finance  and  Insurance  Committee  by  the  Assembly 
Rules  Committee.  . 

Because  this  was  a  technical  field  which  has  not  been  covered  m 
recent  years  by  this  committee,  it  was  decided  by  the  chairman  to  ask 
Assemblyman  Cameron  to  prepare  a  report  to  help  the  committee  m 
defining  its  scope  in  this  general  area. 

Assemblyman  Cameron's  report  was  submitted  to  the  committee  at 
its  hearing  on  December  6,  1960.  The  committee  does  not  approve  or 
disapprove  of  the  report,  and  it  is  to  be  emphasized  that  this  report 
contains  the  findings  of  one  member  and  that  this  subject  has  not  been 
covered  at  public  hearings.  It  was  the  desire  of  the  committee  to  have 
this  report  in  the  Appendix  of  the  interim  committee's  final  report. 
Also,  a  specific  recommendation  of  the  interim  committee  relating  to 
full-scale  public  hearings  has  been  printed  in  the  body  of  the  full  report. 

Sincerely  yours,  _ 

Thomas  M.  Rees 

November  30,  1960 
To:  All  Members,  AssemUy  Interim  Committee 

on  Finance  and  Insurance 

In  response  to  many  complaints  from  constituents  regarding  the 
shortcomings  of  their  prepaid  hospital  and  medical  insurance  coverage, 
I  introduced  House  Resolution  No.  284  on  May  26th,  1959,  which  reso- 
lution was  passed  unanimously  by  the  Assembly  on  June  18th,  1909. 
This  resolution  was  referred  by  the  Rules  Committee  to  the  Interim 
Committee  on  Finance  and  Insurance,  and  directed  the  committee  to 
report  to  the  Legislature  by  the  seventh  calendar  day  of  the  1961  Reg- 
ular Session  a  report  relative  to  the  subject  of  ".  .  .  group  msairance 
plans  providing  medical  and  hospital  insurance  coverage  and  their 
relations  to  the  costs  of  hospital  services  and  medical  care  m  the  State 

of  California."  .  ,      ^r  ^.^     m 

The  chairman  of  the  Interim  Committee,  the  Honorable  Thomas 
Rees  and  I  had  a  number  of  discussions  with  regard  to  the  resolution, 
attempting  to  develop  the  most  suitable  program  to  answer  the  mandate 
of  the  Legislature  to  report  on  this  subject  matter.  These  planning  ses- 
sions pointed  out  that  there  was  a  good  deal  of  sentiment  on  the  part 
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of  the  principals  in  the  fields  of  prepaid  hospital  and  medical  care  that 
there  was  no  demonstrated  need  for  a  comprehensive  study  in  this  field, 
as  pointed  out  in  Finding  Number  16  of  the  attached  report.  In  light 
of  this  general  feeling,  the  heavy  load  of  interim  committee  work 
placed  upon  the  members  of  this  committee,  and  the  financial  limitations 
placed  upon  the  committee  during  the  1959  session,  the  chairman  and 
I  agreed  that  I  should  proceed  to  do  investigation  as  required  by  the 
resolution,  and  in  the  event  that  I  was  able  to  demonstrate  a  real  need 
for  a  thorough  investigation,  we  would  then  take  the  matter  up  in 
detail  with  the  full  committee  and  with  the  Rules  Committee,  to  deter- 
mine a  course  of  action. 

I  made  every  effort  to  contact  the  major  parties  at  interest  with 
regard  to  the  subject  matter  of  the  resolution,  and  in  fact  held  meetings 
with  board  members  of:  the  California  Medical  Association,  the  Cali- 
fornia Osteopathic  Association,  the  California  Hospital  Association,  the 
California  Osteopathic  Hospital  Association,  Blue  Shield,  Blue  Cross, 
major  insurance  companies  writing  hospital  and  medical  insurance  in 
California,  trustees  of  both  negotiated  and  management  health  and 
welfare  funds,  and  hundreds  of  interested  citizens. 

I  soon  found  that  the  subject  matter  was  taking  all  of  my  time,  and 
that  I  was  receiving  dozens  of  unsolicited  communications  each  week. 

In  order  to  facilitate  the  handling  of  all  of  the  information  and  re- 
quests, and  to  develop  a  preliminary  plan  for  studying  the  subject 
matter,  I  made  arrangements  with  the.  University  of  California,  approx- 
imately July  15th  of  1960,  to  secure  the  services  of  Mr.  Ted  Ellsworth 
on  a  part-time  basis.  Mr.  Ellsworth  has  an  extensive  background  in 
this  general  field,  and  is  currently  Administrator  of  Public  Programs, 
Institute  of  Industrial  Relations,  of  the  University  of  California  at 
Los  Angeles. 

During  the  last  four  months  both  Mr.  Ellsworth  and  I  have  spent 
substantially  all  of  our  time  on  this  project.  We  have  interviewed  hun- 
dreds of  persons,  including  patients,  insureds,  doctors,  hospital  admin- 
istrators, nurses  and  other  hospital  personnel,  officials  of  hospital  and 
medical  organizations,  labor,  management,  and  consultants  in  every 
related  field.  During  this  same  four  months  period,  I  have  handled  in 
my  office  over  2,000  unsolicited  letters  from  persons  throughout  the 
State  who  feel  that  this  investigation  represents  one  of  the  most  impor- 
tant activities  of  the  Legislature. 

The  attached  preliminary  report,  in  my  judgment,  demonstrates  the 
need  for  a  continued  investigation  and  public  hearings  into  the  entire 
field  of  prepaid  hospital  and  medical  care,  and  I  earnestly  solicit  your 
support  of  the  preliminary  program  as  outlined  in  the  attached  report. 

Very  truly  yours, 

Ronald  Brooks  Cameron 


SECTION  I 
INTRODUCTION  and  BACKGROUND 

The  phenomenal  growth  of  health  insurance  following  the  impetus 
given  to  labor-management  funds  during  World  War  II  and  the  Korean 
War  because  of  the  wage  freeze  and  other  factors  has  m  itself,  been 
responsible  for  many  of  the  problems  that  have  been  called  to  my  atten- 
tion. The  headlong  plunge  into  a  relatively  new  field  by  parties  with 
such  diverse  interests  as  life  insurance  companies,  labor  and  manage- 
ment, the  medical  and  hospital  community,  health  service  plans,  and 
the  consumer,  was  bound  to  create  a  conflict  of  interests  that  could 
only  result  in  chaotic  conditions.  The  lack  of  planning  of  any  of  these 
pa/ties,  a  difference  of  opinion  as  to  the  purposes  and  aims  of  health 
insurance  programs,  and  finally  the  failure  of  the  vendors,  and  the 
buyers  of  health  coverage  to  co-ordinate  their  programs  m  any  way 
whatsoever,  was  bound  to  cause  many  of  the  troubles  that  have  devel- 

""^While  this  report  does  not  intend  to  discuss  the  rapid  growth  of 
health  insurance  in  detail,  it  should  be  noted  th^t  less  than  one-fourth 
of  the  population  had  health  insurance  prior  to  World  ^A  ar  II,  and 
that  now  over  two-thirds  of  the  population  not  only  have  some  type 
of  health  insurance  program,  but  that  segments  of  the  population  are 
now  being  reached,  and  a  broader  coverage  is  being  offered,  than  was 
thought  possible  even  as  recently  as  five  years  ago. 

This  new  broad  coverage,  and  coverage  of  heretofore  uninsurable 
groups,  along  with  a  growing  utilization  of  services  and  f f  ^If  f s,  has 
Resulted  in  an  increase  from  3.7  percent  of  the  disposable  dollai  of 
consumer  income  going  to  medical  care  in  1946  to  o.3  Percent  m  IfoS^ 

Fio-ures  compiled  by  Governor  Brown's  Committee  on  the  Study  oi 
Medical  Aid  and  Health  in  California  indicate  that  medical  expendi- 
ure    in  1959  were  111  percent  of  the  1939  Consumer's  Price  Index, 
and  ho^tal  expenditure,  were  329  pei^^^^^^^^ 

A  survey  of  the  Consumer's  Price  Index  illustrates  how  medical  care 
costs  have  risen  in  comparison  to  the  overall  cost  of  living  during  this 
period  of  health  insurance  growth :  ^^^^       ^^^^ 

95.5        123.7 

All  Items Q49         1486 

Medical  care 

The  mcrease  in  medical  care  costs  during  this  period  was  50  percent 
nreater  than  for  all  items.  In  addition  to  these  increased  costs  on  an 
o vera  national  basis,  hospital  and  medical  costs  in  California  are  the 
h  ghest  in  the  United  States,  as  will  be  shown  by  the  following  figures: 
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Medical  Costs— 1958— As  Indicated  by  Medical  Economics 

Average 

Los                 San  8  selected 

Angeles         Francisco  cities 

General  practitioners,  office  calls $5.33               $5.00  $3.69 

General  practitioners,  house  calls 8.67                 7.83  601 

Surgeon's  fees  for : 

Appendectomy,   excluding  anesthesia 233.33             208.33  160.36 

Tonsillectomy,    excluding    anesthesia 100.00               95.83  69  39 

Tooth  extraction 9.0O                 9.92  5^89 

Costs— 1958— As  Compiled  by  Health  Information  Foundation 

Los  New  San 

Angeles  York  Francisco         Scranton 

Obstetrics    $175.00  $166.17  $163.57  $78.50 

Eyeglasses 30.83  15.95  30.92 

The  difference  in  hospital  costs  is  even  greater  when  it  is  considered 
that  in  1958  the  average  daily  cost  for  hospitalization  in  all  general 
hospitals  in  the  United  States  was  $28.17,  whereas  the  average  in  Los 
Angeles  has  been  estimated  at  approximately  $,50.00. 

The  average  nation-wide  for  a  three  bed  ward  room  in  1958  was 
$15.91,  Los  Angeles  was  $21.50,  and  San  Francisco  was  $23.12.  When 
we  consider  further  that  from  1946-1958  the  short  term  general  daily 
hospital  charges  rose  258  percent  and  that  the  average  cost  per  stay 
rose  225  percent,  the  serionsness  of  the  problem  can  be  seen.  It  is 
further  estimated  by  authorities  in  the  field  that  hospital  costs  in  Cali- 
fornia will  continue  to  increase  at  the  rate  of  5  percent  to  10  percent 
per  year. 

This  report  does  not  represent  a  complete  treatise  on  the  rise  in 
hospital  and  medical  costs  and  their  relationship  to  the  increase  in 
prepaid  hospital  and  medical  insurance  coverage,  but  merely  attempts 
to  document  briefly  the  need  for  investigation  and  some  legislation. 

It  is  not  possible  at  this  time  to  draw  any  positive  conclusions  with 
regard  to  the  causes  for  the  rapid  increase  in  costs  in  the  fields  of 
medical  care  as  illustrated  above.  Certainly  a  portion  of  the  increases 
can  be  attributed  to  the  general  inflation  from  which  the  country  has 
been  suffering  during  the  past  decade,  a  portion  is  occasioned  by  the 
increased  technology  during  this  period,  and  a  portion  has  been  caused 
by  the  rapid  increase  in  wage  scales  in  the  para-medical  field,  due 
to  the  extremely  low  base  of  wages  in  these  fields  during  the  past  decade. 

It  is  generally  accepted  that  part  of  the  increase  has  been  because 
of  the  patient's  ability  to  pay  the  increased  fees  through  prepaid  hos- 
pital and  medical  insurance.  Certainly  it  is  more  than  coincidental  that 
the  sharp  increases  in  these  costs  parallel  exactly  the  years  of  develop- 
ment of  insurance  in  the  hospital  and  medical  field. 

SECTION  II 
FINDINGS 

1.  Both  individual  and  group  prepaid  hospital  and  medical  insurance 
policies  are  being  cancelled  by  some  companies,  and  claims  are 
being  denied,  for  unexplained  or  highly  questionable  reasons,  re- 
sulting in  the  insureds  not  having  coverage  at  the  time  of  greatest 
need. 
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2.  There  is  such  an  array  of  choices  available,  by  virtne  of  combina- 
tions of  various  benefits  in  both  group  and  individual  prepaid  hos- 
pital and  medical  care  policies,  that  it  is  currently  impossible  for 
the  lay  person  to  evaluate  between  available  plans. 

3.  Exclusions  of  coverage  in  prepaid  hospital  and  medical  care  insur- 
ance policies  are  frequently  relegated  to  the  fine  print  and  often 
tend  to  be  misleading. 

4.  Insurance  law  of  the  State  of  New  York  now  requires  that  the 
purchaser  mav,  at  his  option,  cancel  any  prepaid  medical  care 
policy  within  the  first  ten  (10)  days  of  receipt  of  the  policy  and 
receive  a  full  premium  refund. 

5.  Some  individual  prepaid  hospital  and  medical  care  policies  sold  in 
California  return  less  than  10  percent  in  benefits  on  the  premium 
dollar  and  some  company  loss  ratios  on  all  policies  are  less  than 
25  percent  of  the  premiums  earned. 

6.  Persons  who  have  had  group  coverage  of  prepaid  hospital  and 
medical  insurance  frequently  find  that  upon  leaving  the  group  they 
may  not  convert  to  individual  coverage,  or  that  the  conversion 
premium  is  prohibitive,  or  that  the  benefits  are  so  reduced  as  to 
render  the  coverage  negligible. 

7.  A  large  number  of  persons  are  covered  by  more  than  one  prepaid 
hospital  and  medical  insurance  policy ;  i.e.,  both  husband  and  wife 
covering  the  entire  family  through  group  plans,  which  in  some 
instances  results  in  a  financial  gain  to  the  insureds  as  a  result  of 
a  claim  being  paid  by  more  than  one  company. 

8.  Some  trustees  and  welfare  fund  officials  have  expressed  concern 
over  the  failure  of  the  1959  Legislature  to  renew  the  Rees-Doyle 
Act  (a  Eeporting  Act  requiring  the  disclosure  of  certain  financial 
information  in  reference  to  negotiated  health  and  welfare  funds). 

9.  Commercial  insurance  companies  are  currently  regulated  to  some 
extent  by  the  Insurance  Commissioner  of  the  State  of  California 
with  regard  to  their  rate  and  reserve  requirements;  how^ever, 
nonprofit  plans  such  as  National  Health  Plan,  Pacific  Health  Plan, 
the  Kaiser  Health  Plan,  and  Blue  Shield  are  not  subject  to  the 
same  regulations  as  their  commercial  competitors. 

10.  Due  to  a  lack  of  planning  on  a  regional  basis  there  is  currently,  in 
some  areas  of  California,  a  substantial  overbuilding  of  general  hos- 
pital beds.  Of  the  medical  care  dollar,  approximately  30  percent  is 
spent  for  hospital  benefits. 

11.  Currently  the  only  basis  for  assuring  medical  care  standards  in 
California  hospitals  is  through  the  voluntary  action  of  each  hos- 
pital to  seek  accreditation  by  the  Joint  Commission  on  Accreditation 
or  the  American  Osteopathic  Association  accreditation  program. 
Currently,  20.3  percent  of  the  nonprofit  hospitals  and  79  percent 
of  the  proprietary  hospitals  in  California  have  no  supervision  of 
the  medical  practices  in  the  hospital,  either  through  design,  by  not 
seeking  accreditation,  or  because  they  are  ineligible  for  such  accred- 
itation because  of  size,  mixed  MD  and  DO  staff,  physical  limitations, 
and  other  contributing  causes. 
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12.  Financial  information  with  regard  to  both  nonprofit  and  proprie- 
tary hospitals  is  not  currently  available,  and  the  information  that 
is  available  is  not  in  such  form  that  it  may  be  compared  hospital 
by  hospital. 

13.  Most  hospitals  in  California  do  not  make  available  to  the  public  a 
schedule  of  charges  for  normal  services  and  goods  provided  by  the 
hospital,  other  than  the  room  rate.  It  is  difficult  to  secure  from  most 
hospitals  an  itemized  accounting  of  a  given  hospital  bill. 

14.  Section  1416  of  the  Health  and  Safety  Code  reads  as  follows:  "In- 
formation and  records  concerning  any  licensee  or  applicant  received 
by  the  State  Department  under  the  provisions  of  this  chapter  shall 
not  be  disclosed  except  in  a  proceeding  for  the  revocation,  suspen- 
sion or  denial  of  an  application  for  a^lieease." 

15.  There  are  some  hospitals  in  California  that  are  operated  by  non- 
profit corporations  where  the  physical  plant  is  owned  by  a  profit- 
making  organization  and  leased  to  the  operating  company.  In 
some  cases  the  annual  net  rental  for  the  facility  is  more  than  15 
percent  of  the  total  cost  of  construction,  land,  and  equipment.  In 
other  cases  the  lessor  company  reserves  to  itself  the  pharmacy,  X- 
ray,  and  laboratory  facilities  and  leases  only  the  portions  to  the 
operating  company  which  are  traditionally  operated  at  a  loss. 

16.  There  is  an  aura  of  distrust  between  the  principals  in  the  prepaid 
hospital  and  medical  insurance  field.  Organized  medicine,  which 
in  California  represents  approximately  75  percent  of  the  practi- 
tioners, seems  to  recognize  that  most  of  the  problems  enumerated 
in  Findings  1  through  15  do  exist  to  some  degree,  but  rejects  the 
position  that  many  of  these  shortcomings  should  be  resolved  by 
legislation.  Their  contention  is  that  legislation  would  lead  to  a  form 
of  government  intervention  that,  in  their  judgment,  would  be  dila- 
tory to  the  practice  of  medicine.  The  hospitals  that  belong  to  the 
voluntary  association  seem  to  concur  in  the  judgment  of  organized 
medicine  in  the  main;  however,  they  recognize  that  immediate 
steps  must  be  taken  to  curb  many  of  these  abuses.  They  are  making 
a  valiant  effort  through  their  associations,  but  admit  that  they 
have  no  control  over  the  most  flagrant  violators.  As  a  rule,  these 
are  not  members  of  the  California  Hospital  Association.  The  volun- 
tary association  includes  only  about  55  percent  of  the  hospitals  in 
the  State. 

Management  from  the  insurance  industry  recognizes  the  shortcom- 
ings enumerated  above,  but  is  loath  to  move  in  support  of  any  legisla- 
tive program  for  fear  of  economic  retaliation  by  some  insurance 
companies  who  would  not  support  the  program,  and  by  medical  and 
hospital  groups  who  would  condemn  the  companies  that  might  partici- 
pate in  such  a  program.  Some  negotiated  labor-management  hospital 
and  medical  insurance  programs  are  critical  of  the  insurance  industry 
and  organized  medicine  for  not  supporting  a  reform  program.  Other 
negotiated  plans  take  the  position  of  "why  fight  city  hall." 

This  lack  of  rapport  between  the  parties  at  interest  makes  it  exceed- 
ingly difficult  to  ferret  out  the  real  problem  areas  which  are  causing  an 
8  percent  per  year  increase  in  the  cost  of  medical  care  while  we  are 
experiencing  only  a  3  percent  annual  inflation  rate. 
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SECTION  III 
RECOMMENDATIONS 

1.  Consideration  of  legislation  requiring  that  all  prepaid  hospital  and 
medical  insurance  policies,  after  the  policy  has  been  in  force  for 
twenty-four  (24)  consecutive  months,  be  noncaucellable  except  for 
nonpayment  of  premiums,  unless  the  carrier  cancels  all  policies  of 
the  same  class  and  type  at  the  same  time. 

2.  Legislation  requiring  the  Insurance  Commission,  under  the  provi- 
sions of  the  Administrative  Procedure  Act,  to  establish  a  system 
of  grading  for  all  prepaid  hospital  and  medical  insurance  policies, 
based  upon  the  projected  loss  ratio  of  the  policy,  and  requiring  that 
all  policies  and  related  promotional  material  indicate  clearly  the 
grade  of  the  policy  and  an  explanation  of  the  grading  system. 

3.  Legislation  requiring  that  all  prepaid  hospital  and  medical  insur- 
ance policies  list  all  exclusions  with  the  listing  of  benefits,  and 
that  the  exclusions  be  given  equal  prominence  in  a  type  of  at  least 
the  same  size  and  style  as  that  with  which  the  benefits  are  listed. 

4.  Consideration  of  legislation  requiring  that  a  full  premium  refund 
will  be  paid  to  the  insured  if  the  insured  surrenders  and  requests 
cancellation  of  any  prepaid  hospital  or  hospital  and  medical  insur- 
ance policy  during  the  first  ten  (10)  days  after  the  receipt  of  said 
policy. 

5.  Consideration  of  legislation  requiring  the  Insurance  Commissioner, 
under  the  provision  of  the  Administrative  Procedure  Act,  to  estab- 
lish standards  of  minimum  benefits,  based  upon  loss  ratios  on 
policies  that  are  sold  in  California.  The  Legislature,  after  public 
hearing,  should  set  guide  posts  for  the  commissioner  to  follow. 

6.  Legislation  requiring  that  upon  leaving  group  coverage,  conver- 
sion can  be  made  without  evidence  of  insurability  (provided  there 
has  Jaeen  coverage  of  the  insured  in  the  group  for  twenty-four  (24 
consecutive  months) .  The  converted  coverage  benefits  shall  be  sub- 
stantially the  same  as  the  group  policy  with  no  additional  limita- 
tions or 'restrictions,  and  at  a  premium  substantially  the  same  as 
the  group  premium,  giving  consideration  to  the  additional  adminis- 
trative expense  of  the  carrier. 

7.  Consideration  of  legislation  limiting  the  total  benefit  on  hospital 
and  medical  insurance  to  the  total  of  the  economic  loss  to  the 
insured.  Legislation  setting  a  formula  for  prorating  of  the_ liability 
where  there'' is  liability  on  the  part  of  more  than  one  carrier. 

8.  Consideration  of  legislation  reinstating  the  provisions  of  the  Rees- 
Doyle  Disclosure  Act,  providing  that  duplicate  copies  of  the  federal 
disclosure  form  be  filed  with  the  Insurance  Commissioner  of  Cali- 
fornia. 

9.  Legislation  giving  jurisdiction  to  the  Insurance  Commissioner  over 
all  groups  selling  hospital  and  medical  insurance  plans,  and  sub- 
jecting all  competing  organizations  to  the  same  requirements,  with 
the  exception  of  the  gross  premium  tax. 
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10.  Legislation  requiring  the  State  Department  of  Public  Health  to 
set  up  a  master  plan  of  hospitals  for  each  geographic  region  in  the 
State,  with  the  help  of  a  local  planning  council  composed  of  physi- 
cians, hospital  administrators,  and  the  general  public.  Requirement 
that  prior  to  the  issuance  of  a  license  for  the  expansion  of  an  exist- 
ing hospital  or  building  of  a  new  hospital,  that  it  shall  be  in  con- 
formity with  the  master  plan.  Only  after  public  hearing  and  after 
the  local  planning  council  has  made  a  recommendation  that  a  vari- 
ation from  the  master  plan  be  authorized  could  a  license  be  issued 
that  is  not  in  conformity  with  the  master  plan. 

11.  Legislation  requiring  the  State  Board  of  Medical  Examiners  and 
the  State  Board  of  Osteopathic  Examiners  to  establish  medical  care 
standards  for  all  hospitals  after  hearings  as  provided  for  in  the 
Administrative  Procedure  Act.  These  standards  would  be  super- 
vised by  the  respective  boards  and  violations  of  said  standards  would 
be  reported  to  the  State  Department  of  Public  Health.  Any  viola- 
tion of  such  standards  would  be  the  occasion  for  an  immediate 
investigation  by  the  Department  of  Public  Health  and  would  occa- 
sion an  action  by  the  department  for  suspension  or  revocation  of 
the  hospital  license. 

12.  Legislation  requiring  the  State  Department  of  Public  Health  to 
promulgate  a  uniform  accounting  system  for  all  hospitals,  similar 
to  that  promulgated  by  the  American  Hospital  Association  and  the 
California  Hospital  Association.  It  would  require  that  all  hospitals 
adopt  this  accounting  system  by  a  specified  date  and  that  each  hos- 
pital, subsequent  to  the  adoption  of  the  system  by  the  hospital,  be 
required  to  submit  to  the  department  at  the  end  of  each  &cal  year, 
on  a  form  provided  by  the  department,  such  financial,  operational, 
and  ownership  information  as  may  be  required  by  the  department 
under  rules  promulgated  by  the  department  and  as  provided  for 
in  the  Administrative  Procedure  Act. 

13.  Legislation  requiring  that  each  hospital  licensed  by  the  State  of 
California  establish  its  own  schedule  of  charges  for  all  services  and 
goods  normally  provided  by  that  hospital  and  that  it  file  a  copy  of 
said  schedule  of  charges,  on  a  form  provided  by  the  State  Depart- 
ment of  Public  Health,  with  the  department  by  a  specified  date. 
The  board  of  directors  of  each  hospital  could  at  any  time  amend 
its  schedule  of  charges  and  said  amended  schedule  would  be  effec- 
tive thirty  (30)  days  after  the  filing  of  a  copy  of  the  amended  sched- 
ule with  the  department. 

14.  Legislation  repealing  Section  1416  of  the  Health  and  Safety  Code. 

15.  Development  of  legislation  to  amend  the  nonprofit  incorporation 
laws  of  California  to  preclude  nonprofit  operating  companies  being 
established  to  operate  hospitals  that  are  proprietary  in  intent. 

16.  Immediate  creation  of  a  subcommittee  of  the  Finance  and  Insur- 
ance Committee  to  continue  the  study  in  the  entire  field  of  prepaid 
hospital  and  medical  care  with  authority  for  the  subcommittee 
investigation  to  run  concurrently  with  the  1961  Legislative  Session 
and  the  appropriation  by  the  Rules  Committee  of  sufficient  funds 
for  the  subcommittee  to  maintain  a  full-time  legislative  consultant 
and  a  full-time  legislative  secretary. 
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SECTION  IV 
HEALTH  INSURANCE 
In  reviewing  the  problems  raised  with  health  insurance,  I  found  the 
main  concern  with  individual  policies  as  follows : 

(a)  High  cost— especially  for  persons  over  50  years  of  age. 

(b)  Restricted  benefits  that  fail  to  meet  any  substantial  part  of  the 
hospital  or  medical  bill. 

(c)  Presence  of  pre-existing  clauses  that  limit  the  value  of  pro- 
grams to  older  persons. 

(d)  Cancellation  of  policies  by  the  insurance  company  at  a  time  they 
are  most  needed. 

(e)  Misrepresentation  by  insurance  salesman. 

(f)  Complexity  of  policies  which  make  them  difficult  for  the  buyer 
to  evaluate. 

(g)  Concealment  of  exclusions  and  limitations  by  using  small  prmt 
and  involved  language  which  often  is  buried  deep  in  the  policy. 

Since  most  of  the  problems  in  this  field  are  caused  by,  or  at  least  are 
partially  due  to,  high  insurance  costs  the  following  material  extracted 
from  the  annual  reports  of  the  California  Department  of  Insurance  and 
other  sources  illustrates  graphically  the  situation.  Comparative  figures 
of  commercial  insurance  companies.  Blue  Cross,  and  Blue  Shield  indi- 
cate that  on  an  average  the  expenses  charged  against  the  purchaser  of 
insurance,  or  conversely,  the  benefits  paid,  are  not  substantially  dif- 
ferent insofar  as  group  insurance  is  concerned. 

The  following  table  based  on  reports  of  the  Health  Insurance  Council 
compares  premiums  earned  to  benefits  paid : 

TABLE    No.    I 

Comparison  of  Loss  Ratios  Commercial  Insurance  Companies, 

Blue  Cross  and  BSue  Shield 

(Figures  in  billions  of  dollars) 

r.  .  1951  1958 

Insurance  Companies— 

Group  premiums    $2,310  i^AlbU 

Benefits  paid    1.806  aotc/ 

Ratio  of  benefits  to  premiums -  i  ie^ 

Individual  premiums 1,379  fio? 

Individual  benefits 589  ^< 

Individual  ratio  of  benefits  to  premiums -  pfl'^X" 

All  policies  ratio  of  benefits  to  premiums -  "**•*  /<' 

Blue  Cross — Blue  Shield — All  Policies  * — 

Premiums    1.919  2,141 

Benefits 1.852  2  074 

Loss  ratio -  on  o^ 

All  Carriers — All  Policies — Loss  Ratio -  ^"-^  /^ 

*  These  figures  include  group  policies,  individual  direct  sales  policies,  and  conversions  to  individual  policies 
from  group  policies.  Estimates  indicate  that  ratio  of  benefits  to  premiums  is  94  percent  group,  89  percent 
individual,  and  over  100  percent  on  group  conversions. 

However,  the  ratio  of  benefits  paid  to  premium  earned  varies  greatly 
both  as  to  individual  companies  and  as  to  type  of  coverage,  as  shown  m 
Table  II : 
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TABLE   No.   II 

ALL   HEALTH    INSURANCE   BUSINESS  TRANSACTED   IN   CALIFORNIA 

Comparison  of  Loss  Ratios  of  Commercial  Insurance  Companies 
by  Type  of  Coverage 

1955-58  1958 

All  business — health  insurance 75.9%  79.0% 

Group    __— 86.4%  90.0% 

Accident  and  health — individual 46.0%  44.9% 

Noncancellable — individual    39.0%  40.5% 

Hospital  and  medical — individual 45.0%  45.6% 

All  individual  policy  business 44.0%  44.6% 

The  following  tables  illustrate  the  wide  variation  within  commercial 
companies  as  to  the  percentage  of  the  premium  dollar  that  is  used  to 
pay  medical  benefits.  The  group  policy  columns  include  all  types  of 
health  insurance  written  by  the  various  companies,  including  noncan- 
cellable policies,  medical  and  hospital  policies,  income  replacement  poli- 
cies, etc.  The  individual  policy  column  includes  only  specific  types  of 
policies  as  identified  in  each  table.  The  medical  and  hospital  type  of 
benefit  is  similar  to,  but  usually  not  as  extensive  as.  Blue  Cross  or  Blue 
Shield  policies : 

TABLE    No.   Ill 

Comparison  of  Loss  Ratios  of  Group  and  Individual  Health  Insurance 

Policies  of  Commercial  Insurance  Companies 

1955-58  1958 

Group  Individual              (Jioup  Indiriiual 

(All  health  (Medical  and  (AU  health  (Medical  and 

insurance)  hospital)  insurance)  hospital) 

%  %                         %  % 

American  National    70  36.1                   133.1  .39 

Business  Men's  Assurance 65.8  45                        63.3  43.2 

Washington  National 69.9  43.3                     84.7  46.6 

Mutual  Life   (New  York) 99.1  _                       109.3  24.5 

TABLE    No.   Ill-A 

1955-58  1958 

Group  Individual              Group  Individual 

(All  health  (Accident  and  (All  health  (Acci  lent  and 

insurance)  health)  insurance)  health) 

%  %                         %  % 

Firemen's  Fund 74.6  34.2                      78.2  34.8 

American  Casualty 70.9  29.3                     75  48.7 

Continental  Casualty 64.4  37.2                     61.9  33.3 

Ind.  Ins.  Co.  of  No.  America—  54.6  23.1                     58.3  12.4 

As  can  be  seen  from  these  figures,  which  include  all  the  business  of 
the  carrier  and  not  just  that  done  in  California,  it  is  only  occasionally 
that  the  individual  companies  will  return  as  much  as  one-half  of  the 
amount  in  benefits  to  the  individual  policyholder  as  is  returned  to  the 
group  policyholder. 

The  following  tables  indicate  the  loss  ratios  for  various  companies 
that  do  a  substantial  California  business : 
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TABLE   No.    IV 
Loss  Ratios  of  Group  Health  Insurance  Policies  Only 

1955-58  195S 

%  % 

Independence  Life ^9  ^^-^ 

West  Coast  Life ^6  SO.y 

Union  Labor  Life 84.o  «7 

Pacific  National  Life T^^.y  t(.i 

TABLE   No.   V 
Loss  Ratios  of  Individual  Medical  and  Hospital  Policies  Only 

1955-58  1958 

%  % 


California  Life 
Pacific  Mutual 


87.2  37.7 

37.8  42.6 


42.4 
53.5 
45.5 


Connecticut  General ^9.6 

Provident  Life  and  Accident 48.9 

New  York  Life 39.7 

All  of  the  above  figures  are  taken  from  statistics  compiled  for  the 
Governor's  committee. 

While  the  four-year  loss  ratio  average  of  all  group  business  trans- 
acted in  California  is  75.9  percent,  the  range  is  very  wide.  At  the 
bottom  of  the  scale  Industrial  Life  shows  5.3  percent,  Fidelity  Life  and 
Income  14.4  percent,  Manhattan  Life  21.7  percent.  National  Casualty 
54.8  percent.  On  the  other  hand,  many  of  the  companies  averaged  80-95 
percent. 
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SECTION  V 
INDIVSDUAL  HEALTH  INSURANCE 

As  far  as  individual  policies  are  concerned,  for  all  business  written 
in  the  United  States  some  companies  show  a  four-year  average  of  less 
than  25  percent.  For  hospital  and  medical  policies  some  loss  ratios  were  : 
Security  Life  and  Accident  28.2  percent,  North  American  Life  26.4  per- 
cent. Central  Standard  29.8  percent.  Indemnity  Insurance  Company  of 
America  6.8  percent. 

For  accident  and  health,  the  figures  were:  Hearthstone  19.6  percent, 
Indemnity  Insurance  23.1  percent.  Protective  Security  16.9  percent, 
Federal  Life  and  Casualty  13  percent,  Stuyvesant  Life  3.5  percent. 

For  noncancellable.  Continental  Assurance  showed  23.6  percent,  Na- 
tional Life  and  Accident  16.7  percent.  Union  Mutual  18.2  percent, 
Massachusetts  Casualty  12.4  percent,  John  Hancock  15.9  percent. 

The  amount  of  business  transacted  in  California  for  these  coverages 
was  not  secured. 

L   Noncancellable  Policies 

With  such  a  small  amount  of  the  premium  dollar  going  to  the  policy- 
holder in  the  way  of  benefits,  the  eventual  result  has  been  misrepre- 
sentation of  policies,  cancellations  when  coverage  is  most  needed,  over- 
selling, refusal  of  coverage  to  many  persons,  and  limitations  and  re- 
strictions through  health  statements  and  pre-existing  condition  clauses 
that  are  usually  misunderstood.  i    i;i- 

Complaints  were  received  from  persons  who  said  that  after  holding 
a  policy  for  many  years,  when  suddenly  taken  sick  they  were  quickly 
notified  that  the  policy  would  be  canceled  on  the  next  renewal  date 
(the  first  of  the  following  month).  .  ,  ■  .         .        ■, 

I  feel  that  only  by  legislation  can  these  problems  of  high  cost  and 
misrepresentation  be  corrected.  If  a  company  is  required  to  write  only 
noncancellable  types  of  health  insurance,  it  is  hoped  that  many  of  the 
misrepresentations  made  in  the  past  will  be  eliminated.  Therefore,  an 
amendment  to  the  Insurance  Code  is  proposed.  A  summary  of  the 
proposed  amendment  follows : 

Amendment  to  Sections  10350,  10350.2,  and  10350.3,  add  Section 
10350.13,  and  repeal  Section  10369.9  of  the  Insurance  Code: 

a.  All  disability  policies  shall  contain  a  provision  that  the  insurer 
may  not  cancel  the  policy  except  for  nonpayment  of  premiums, 
and  that  he  cannot  reserve  the  right  to  refuse  renewal,  providing 
that  the  policy  has  been  in  force  for  two  years  or  more. 

b.  No  renewal  will  be  at  increased  premium  rate  unless  premiums 
for  all  policies  of  the  same  class  are  increased. 

Similar  legislation  has  been  adopted  in  New  York. 

2.  Classification  of  Insurance  Policies 

One  of  the  most  frequent  complaints  that  has  been  made  by  individ- 
ual buyers  of  health  insurance  is  that  the  policies  and  brochures  of  the 
insurance  companies  are  so  complex  that  the  ordinary  layman  cannot 
evaluate  one  against  the  other.  As  a  matter  of  fact,  the  high-pressure 
salesmen  who  sell  many  of  these  policies  cannot  themselves  evaluate 
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them.  A  typical  complaint  is  that  the  policyholder  finds  out  for  the  first 
time  of  the  conditions  that  are  excluded  when  he  files  a  claim. 

One  of  the  most  flagrant  cases  involved  a  69-year-old  woman  who 
had  had  a  policy  since  1956.  In  1958  she  was  approached  by  a  salesman 
for  Westland  Life  Insurance  Com^pany  who  convinced  her  after  a  long 
sales  talk  that  she  should  drop  a  policy  of  Constitution  Life  Insurance 
Company  and  take  Westland  which  he  alleged  was  much  better  and 
only  slightly  more  expensive.  In  1960  she  was  operated  on  for  a  hernia 
and  her  claim  was  refused  on  the  ground  tliat  the  condition  had  existed 
prior  to  taking  out  the  policy.  In  reviewing  this  complaint,  it  was  found 
that  the  policj-  Avas  only  slightly  better  and  that  the  premium  was  much 
higher,  but  more  important,  her  Constitution  policy  would  have  covered 
the  operation  and  paid  a  total  of  about  $400.  Although  a  complaint  has 
been  filed  with  the  Insurance  Commissioner  by  her  own  doctor,  who 
states  that  the  condition  was  not  pre-existing,  the  claim  has  not  been 
paid. 

This  problem  became  of  such  great  concern  to  the  Governor's  Com- 
mittee that  it  has  recommended  gradation  of  policies.  Its  members 
generally  agreed  that  the  ratio  of  benefits  to  premiums  paid  and  that 
the  many  misrepresentations  that  are  being  made  in  selling  individual 
health  insurance  policies  called  for  some  type  of  legislation.  It  was  felt 
that  a  classification  or  gradation  of  policies  would  be  most  effective, 
and  study  of  methods  of  achieving  this  end  are  now  under  way. 

In  my  own  investigation  I  liave  come  to  the  same  conclusion  as  did 
the  other  members  of  the  Governor's  Committee.  When  the  many  differ- 
ent types  of  policies  with  their  complicated  restrictions  and  limitations, 
varying  benefits,  deductibles  and  coinsurance  provisions,  sliding  scale 
for  premiums  by  age  of  the  buyer,  noncancellable  provisions,  catas- 
trophic coverage,  technical  language,  and  fine  print,  all  complicated 
in  some  cases  by  high-pressure  salesmen  without  a  background  in  the 
health  field  and  too  often  without  any  conscience  whatsoever,  the 
plight  of  the  uninformed,  indeed  even  of  the  informed,  buyer  becomes 
apparent. 

Table  No.  VI  highlights  some  of  the  causes  of  this  problem.  When 
it  is  considered  that  in  some  cases  the  share  of  the  premium  dollar 
which  goes  toward  benefit  payments  is  less  than  the  salesman's  commis- 
sion, and  that  in  most  cases  it  is  less  than  operating  expenses,  it  is  no 
wonder  that  there  is  widespread  dissatisfaction  with  individual  insur- 
ance policies. 

The  companies  selected  for  this  comparison  are  ones  that  have  a  sub- 
stantial volume  of  business  in  California  and  against  whom  many  of 
the  complaints  have  been  charged. 

Table  No.  VI  is  attached  hereto  and  marked  Exhibit  "A." 

Two  approaches  to  this  problem  are  possible : 

(1)  Grading  of  policies  by  classifications  "A,"  "B,"  "C,"  etc.,  in 
relation  to  the  benefits  paid,  and 

(2)  Grading  by  the  ratio  of  benefits  paid  to  premiums  earned. 

The  complexities  of  health  insurance  and  the  varying  needs  of  different 
segments  and  groups  of  the  population  make  it  appear  impractical  to 
grade  by  benefit  structure,  and  therefore  I  am  recommending  legisla- 
tion based  on  the  ratio  of  benefits  paid  to  premiums  earned. 
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The  general  recommendation  will  be  that  policies  will  be  graded 
''A"  if  the  company  has  paid  in  the  previous  year,  or  averaged  over 
a  five-year  period,  75  percent  claims  ratio,  "B"  if  between  65  and  75 
percent,  "C"  if  between  50  and  65  percent,  and  "D"  if  below  50  per- 
cent. For  new  companies  a  projected  expense  and  commission  schedule 
would  have  to  be  considered  in  grading  the  policies. 

3.  Clear  Statement  of  Policy  Restrictions 

Since  exclusions  are  usually  delegated  to  a  back  page  of  insurance 
policies,  it  is  suggested  that  all  sales  brochures,  certificates,  and  policies 
list  all  exclusions  with  the  listing  of  benefits,  and  that  they  be  given 
equal  prominence,  in  type  of  at  least  the  same  size  and  style  as  that 
with  which  benefits  are  listed.  It  is  further  recommended  that  exclu- 
sions be  listed  on  the  same  page,  and  immediately  following  the  benefit 
provisions. 

4.  Free  Examination  Period  for  Policyholder 

It  is  now  necessary  in  New  York  to  give  a  person  ten  days  after 
delivery  of  a  policy  to  read  and  understand  it.  During  this  period  he 
may  cancel  and  secure  a  premium  refund.  One  local  insurance  agent, 
Newell  Larson  of  Torrance,  California,  advises  that  he  uses  this  pro- 
cedure in  selling  for  the  Provident  Life  and  Accident  Insurance  Com- 
pany. With  the  delivery  of  each  policy,  a  letter  is  sent  to  the  policy- 
holder stating  as  follows: 

"Please   take   the   time   to   read    the   policy   and   to   understand 
what  it  will  do  when  the  need  arises.  Should  there  be  any  mis- 
understanding about  the   policy,   or  should  you  not  be  entirely 
satisfied  with  it,  return  the  policy  to  us  within  10  days  of  its 
receipt,  and  the  premium  you  have  paid  will  be  cheerfully  re- 
funded. ' ' 
Expressions  received  at  a  recent  meeting  of  the  Harbor  Branch  of 
the  Insurance  Underwriters'  Association  indicated  that  most  of  the 
agents  felt  that  this  requirement,  as  well  as  other  items  discussed  m 
this  part  of  this  report,  would  help  to  solve  the  problem  of  misrepre- 
sentation and  high-pressure  salesmanship,  as  well  as  help  to  lessen  the 
misunderstanding  which  is  inherent  in  the  sales  of  health  insurance 
policies. 

5.  Establishment  of  Minimum  Benefits  Provisions 

In  order  to  avoid  sales  of  policies  v/hich  do  not  effectively  provide 
any  insurance,  it  has  also  been  proposed  that  minimum  benefit  stand- 
ards be  set  up  by  the  Department  of  Insurance.  Such  a  program  has 
been  in  effect  in  California,  but  the  minimums  set  are  so  low  that  they 
are  not  effective.  For  example,  the  minimum  benefit  that  can  be  pro- 
vided for  a  hospital  room  is  $3  per  day,  whereas  the  charges  for  a 
three-bed  ward  room  in  both  San  Francisco  and  Los  Angeles  now  aver- 
ages well  above  $21  per  day.  At  the  same  time,  there  appears  to  be  no 
enforcement  even  of  these  minimal  requirements. 

It  has  been  proposed  that  no  policy  could  be  written  by  any  company 
unless  at  least  75  percent  of  the  premium  dollar  goes  into  providing 
benefits. 
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Any  of  these  proposals  would  tend  to  drive  some  of  tlie  marginal 
companies  ont  of  business,  and  to  restrict  the  activities  of  the  high- 
pressure  salesman  who  will  only  sell  if  his  potential  earnings  are  high. 

SECTION  VI 
GROUP  HEALTH  INSURANCE 

Although  it  is  true  that  most  of  the  complaints  which  I  received 
were  regarding  individual  policies,  many  problems  concerning  group 
health  insurance  exist,  and  if  the  parties  themselves  do  not  solve  them, 
they  will  soon  become  a  matter  of  great  concern. 

The  most  frequent  complaint  of  the  group  buyers  was  in  regard  to 
the  continual  rising  cost  of  health  insuranc^e  programs.  There  was  little 
or  no  indication  that  insurance  company  costs  play  an  important  role 
in  this  respect.  Except  for  the  very  small  group  buyers  and  the  pro- 
fessional associations,  insurance  company  expenses  charged  to  the  group 
account  have  varied  between  4  percent  and  10  percent  of  premium, 
and  indeed  insurance  company  spokesmen  have  complained  that  many 
companies  have  lost  money  on  their  group  program  operation  in  the 
past  year.  It  must  be  pointed  ont,  however,  that  when  earnings  from 
investments  through  use  of  the  group  buyers'  money  is  taken  into  con- 
sideration, few  losses  have  occurred. 

Hundreds  of  reports  filed  under  the  Kees-Doyle  disclosure  provisions 
have  been  examined,  and  few  would  merit  any  real  criticism  of  either 
the  insurance  carrier  and  its  agents,  or  of  the  trustees  of  the  funds. 

Only  one  glaring  case,  concerning  the  Metropolitan  Casualty  Com- 
pany (now  out  of  the  group  health  insurance  field)  and  the  Los  Angeles 
Hotel  and  Restaurant  Owners  and  Culinary  Workers  Fund,  was  noted. 
In  this  case,  a  15  percent  commission  was  paid  to  a  broker  in  1958, 
resulting  in  a  payment  of  about  $49,000  on  a  premium  of  slightly  over 
$300,000.  The  usual  commission  on  this  type  of  case  would  be  from 
1  percent  to  3  percent,  probably  not  in  excess  of  $5,000.  In  this  instance 
the  Trustees  of  the  Fund  disclaimed  any  responsibility  through  a  letter 
to  the  Insurance  Commissioner,  pointing  out  that  they  knew  nothing 
of  this  agreement,  and  that  it  had  resulted  only  in  loss  for  the  com- 
pany since  the  benefits  paid  had  exceeded  premiums  earned. 

Many  complaints  were  received  concerning  unnecessary  utilization 
of  health  programs,  unnecessary  medical  care,  hospitalization  and 
surgery  and  the  high  cost  of  hospitalization.  A  few  cases  of  fraud  were 
indicated. 

General  complaints  received  have  to  do  with  unnecessary  increases 
in  insurance  costs  because  of  greater  utilization,  and  higher  charges  for 
the  insured  population.  The  extent  to  which  these  conditions  exist  is 
disputed  by  the  parties.  That  they  do  exist  is  not  argued  by  any  in- 
formed people  as  the  following  will  show: 

(a)  The  Administrator  of  the  Motion  Picture  Health  and  Welfare 
Fund  in  1956  issued  a  report  indicating  that  by  increasing  benefits 
for  the  administration  of  anesthesia  by  25  percent,  its  insured  members 
realized  only  an  11  percent  gain  because  of  increased  doctor's  fees. 

(b)  The  Health  Insurance  Council,  in  a  survey  for  1955,  found  the 
cost  of  medical  care  for  a  family  to  be  $145  per  year  of  insured,  $62  if 
not  insured. 
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(c)  Increases  because  of  major  medical  programs  are  quoted  from 
many  sides.  The  Medical  Claims  Bureau  of  Los  Angeles  reported 
charges  of  $1,000  for  a  hernia,  $800  for  a  hysterectomy,  $150  for  a 
cystoscopy.  Dr.  Robert  Kimbro,  in  Medical  Economies,  reported  charges 
of  $l,800'for  removal  of  an  eye,  $1,000  for  a  thyroidectomy,  and  esti- 
mated that  under  major  medical  insurance,  doctor's  charges  were  20 
percent-25  percent  higher  than  private  patient  fees.  The  Wall  Street 
Journal  reported  Robert  E.  Ryan  of  Royal  Liverpool  Insurance  Group, 
one  of  the  early  leaders  in  the  major  medical  field,  as  saying,  "The 
hvpochondriacs  really  stung  us. ' ' 

'(d)   The  Health  Information  Foundation,  in  a  1958  study,  found 
utilization  much  higher  among  the  insured  as  shown  in  Table  No.  VII : 

TABLE   No.   VII 
Comparison  of  Hospitalization  for  Insured  and  Uninsureds 

Insured     Uninsured 

Percent  of  patients  hospitalized  each  year 14%  9% 

Average  number  of  clays  in  hospital  each  year 1  0.7 

Percent  of  hosDitalized  patients  that  had  surgery 9%  5% 

Rate  of  appendectomies  per  1,000  persons 11  5 

(e)  A  survey  by  the  Maryland  State  Medical  Society  among  its  own 
doctors  showed  the  following: 

TABLE    No.   Vill 

Percent  of  doctors  who  believed  that  there  were  hospital  admissions  for  the 

convenience  of  the  doctor _ kc^ 

Percent  who  thought  there  were  admissions  for  convenience  of  the  patient  —     58% 

Percent  who   thought   there  were   prolonged   or   unnecessary   hospitalizations 

because  of  insurance ^7^° 

Percent  who  thought  hospitals  are  used  uneconomically <  <7o 

(f)  Some  cases  of  fraud  have  been  uncovered.  Walter  Ogden,  M.D., 
of  North  Hollywood,  California,  has  just  been  convicted  of  filing  fraud- 
ulent claims  against  insurance  companies.  The  Hollywood  Citizen-News 
of  November  15,  I960,  reported  that  he  had  been  convicted  of  three 
counts  of  violation  of  the  insurance  code,  two  of  grand  theft. 

The  Saturday  Evening  Post  recently,  in  an  exposure  series,  told  of 
a  company  that  decided  to  stop  sending  checks  to  the  doctors  but  to 
send  them  instead  to  the  patients.  Shortly  after  sending  an  insured 
person  a  check  for  $200  for  an  appendectomy,  it  was  returned  with 
a  note  explaining  that  a  small  mole  had  been  removed — not  an  appendix. 
In  Los  Angeles,  some  vears  ago,  headlines  told  of  the  story  of  some  200 
doctors  who  had  defrauded  their  own  health  plan,  Blue  Shield,  by  filing 
claims  for  work  never  done.  In  a  survey  made  for  the  San  Francisco 
Labor  Council  in  1954,  E.  Richard  Weinerman,  M.D.,  of  El  Cerrito, 
California,  estimated  that  50  percent  of  the  premium  dollar  went  for 
expenses  or  unnecessary  services. 

(g)  Jerome  Pollack,  program  consultant  for  the  Social  Security 
Department  of  the  United  Auto  Workers,  AFL-CIO,  in  1956  reported 
that  a  study  of  a  U.A.W.  program  in  which  benefits  were  raised  26 
percent  yielded  only  a  9  percent  gain  to  the  Avorker  because  of  increased 

medical  fees. 

(h)   A  study  by  the  Michigan  State  Medical  Society  in  1958  revealed 

the  following: 
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TABLE   No.   IX 
Prolonged  or  Unnecessary  Hospital  Stays 

Persons  without  any  insurance 14% 

Persons  with  commercial  insurance  (limited  coverage) 30% 

Persons  with  Blue  Cross   (comprehensive  coverage) 36% 

(i)  A  comparison  of  hospitalization  under  an  insured  Blue  Shield 
plan,  and  the  comprehensive  Health  Insurance  Plan  of  Greater  New 
York,  illustrates  reduced  hospitalization  where  diagnosis  and  outpatient 
medical  treatment  are  part  of  the  program : 

Blue  Shield  H.I.P. 

Number  surveyed 53,000  57,000 

Annual  hospital  admission  rate  per  1,000  98.5  77.4 

Despite  some  rather  gloomy  reports  concerning  the  effects  of  group 
health  insurance  on  medical  costs,  only  minor  legislation  seems  neces- 
sary in  this  field. 

6.  Mandatory  Conversion 

Since  one  of  the  most  serious  complaints  concerning  group  policies 
is  that  they  are  often  lost  during  times  of  disability  and  unemployment, 
just  at  a  time  when  they  are  most  needed,  legislation  is  proposed  in 
this  respect. 

Much  discussion  has  been  held  indicating  that  there  is  a  need  for  a 
return  to  ' '  community  rating ' '  of  insurance  risks,  instead  of  individual 
and  group  "experience"  rating.  I  do  not  believe  that  this  is  feasible, 
or  possible,  at  this  time ;  however,  a  mandatory  conversion  program  is 
feasible  and  would  help  alleviate  this  problem  somewhat. 

The  State  of  New  York  passed  such  legislation  in  1959,  and  despite 
some  insurance  company  protests,  it  has  not  upset  insurance  company 
practices,  as  had  been  predicted. 

While  some  companies  offer  a  conversion  program  from  group  to  an 
individual  policy,  they  usually  are  drastically  reduced  in  benefits,  and 
increased  in  cost.  Blue  Cross  and  Blue  Shield  offer  conversion  programs 
in  the  hospital  field  which  are  substantially  the  same  as  many  of  their 
group  policies. 

SUMMARY   OF   RECOMMENDED   LEGISLATION 

I.  Amendment  to  Section  10270.6  of  the  Insurance  Code: 

a.  Group  policy  shall  contain  a  provision  that  if  an  individual's 
group  insurance  protection  is  terminated  for  any  reason  what- 
soever, and  if  he  has  been  insured  for  24  months  he  shall  be  en- 
titled to  have  issued  to  him  an  individual  insurance  policy. 

b.  He  shall  not  have  to  furnish  evidence  of  insurability  for  either 
himself  or  his  dependents. 

c.  There  shall  be  no  increase  in  premium,  and  the  policy  shall  be 
noncancellable  and  right  of  renewal  shall  only  be  exercised  for 
nonpayment  of  premium. 

d.  Benefits  shall  be  substantially  similar  to  those  under  the  group 
policy. 

e.  The  individual  policy  shall  not  exclude  any  conditions  not  ex- 
cluded under  the  group  policy. 

f .  The  effective  date  shall  be  the  date  of  termination  under  the  group 
policy. 
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7.  Multiple  Coverage 

One  of  the  abuses  of  our  health  programs  which  leads  to  increased 
costs  is  that  of  multiple  coverage.  Doctors,  hospital  administrators,  wel- 
fare fund  administrators,  and  insurance  agents  cite  many  examples  of 
prolonged  or  unnecessary  treatment  and  hospitalization  because  of  the 
profit  that  can  be  made  by  over-insurance. 

One  instance  was  cited  in  which  a  person  insured  under  a  group 
health  insurance  program  realized  over  $2,400  in  one  year  from  hos- 
pital benefit  payments,  even  though  under  another  group  program, 
Kaiser  Health  Piau.  she  had  no  hospital  bill  whatsoever  to  pay. 

New  York  permits  cancellation  of  a  policy,  in  the  public  interest, 
where  over-insurance  exists,  and  where  the  policyholder  has  been  notified 
in  writing  that  he  has  exceeded  the  standards  of  insurance  as  deter- 
mined by  the  State.  Many  companies  are  now  beginning  to  write 
"duplication"  clauses,  and  many  group  buyers  are  aware  of  the  evils 
of  this  type  of  insurance.  Many  are,  for  example,  reducing  hospital 
room  payments  for  those  persons  who  receive  Unemployment  Compen- 
sation Disability  benefits  of  $12  per  day. 
8.  Restoring  of  Rees-Doyle  Legislation 

Another  problem  of  group  policyholders  is  that  of  having  available  to 
them  information  concerning  the  operations  of  other  policyholders  and 
insurance  companies.  Trustees  are  often  unaware  as  to  what  administra- 
tive costs,  expenses  and  commissions  of  insurance  companies,  and  other 
operational  costs  are  reasonable  and  customary. 

In  this  connection,  some  trustees  and  welfare  fund  officials  regret  the 
failure  to  continue  the  disclosures  and  filings  under  the  Kees-Doyle 
Act.  Although  few  discrepancies  were  found,  many  felt  that  the  infor- 
mation made  available  concerning  insurance  company  practices  and 
the  experiences  of  other  funds  was  of  value. 

The  excessive  commission  paid  by  Metropolitan  Casualty  Company, 
iu  the  case  mentioned  earlier  in  this  report,  was  revealed  to  the  trus- 
tees of  the  fund  only  when  the  insurance  company  filing  was  made 
necessary  by  the  Rees-Doyle  provisions.  There  can  be  little  doubt  that 
the  spotlight  put  on  companies  and  brokers  prevented  other  such  unrea- 
sonable charges. 

Although  similar  information  is  on  file  in  Washington,  the  expense 
of  securing  it  when  needed  is  almost  insurmountable,  except  in  the  most 
serious  eases.  Several  other  funds,  for  example,  found  out  for  the  first 
time  that  there  were  arrangements  between  the  companies  and  agents 
and  brokers,  about  which  they  had  not  known.  The  suggestion  has  been 
advanced  that  a  duplicate  copy  of  the  federal  reports  be  filed  with  the 
State  Department  of  Insurance. 
Conclusion 

Although  the  costs  of  health  insurance  have  increased  greatly,  and 
although  the  complaints  regarding  unnecessary  expenses  and  over- 
util'zation  of  insurance  programs  are  widespread,  I  believe  that  the 
minimal  legislation  propoj^ed  can  be  effective,  if  it  is  accompanied  by 
some  regulation  of  professional  services,  a^  well  as  by  continued  self- 
policing  by  the  carriers,  welfare  funds,  doctors,  and  hospitals,  all  of 
which  is  taking  place  in  varying  degrees  in  !-:ome  areas  of  the  State, 
and  by  development  of  a  program  designed  to  educate  the  buying  public 
as  to  the  purposes  of  health  insurance. 
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SECTION  VII 
NONPROFIT  HEALTH  PLANS 
9.  Regulation  of  Nonprofit  Health  Plans 

The  East  Bay  Welfare  Council,  AFL-CIO,  the  Marin  and  Santa  Bar- 
bara Labor  Councils,  and  others  have  passed  in  recent  months,  resolu- 
tions calling  for  state  regulation  of  nonprofit  welfare  plans.  These 
include  Kaiser,  National  Health  Plan,  Pacific  Health  Plan,  and  others. 
The  resolutions  point  out  that  there  is  no  rate  regulation  of  these  plans. 
It  reads  as  follows : 

Whereas,  Hospital  Service  of  California  (Blue  Cross),  Cali- 
fornia Physicians  Service  (C.P.S.),  and  the  Kaiser  Foundation  are 
allegedly  nonprofit  organizations  opei^ting  for  the  public  good  in 
providing  hospital  service  plans ;  and 

Whereas,  Blue  Cross,  C.P.S.  and  the  Kaiser  Foundation  have 
recently  increased  premium  rates  from  20  to  30  percent  within  the 
State  of  California ;  and 

Whereas,  This  action  raises  a  serious  question  as  to  the  so-called 
nonprofit  operation  of  these  hospital  service  plans;  and 

Now,  therefore,  he  it  resolved:  That  the  California  State  Federa- 
tion of  Labor  introduce  a  bill  at  the  next  session  of  the  State  Legis- 
lature providing  that  no  nonprofit  hospital  service  plan  shall  enter 
into  any  contract  with  a  subscriber  unless  and  until  it  shall  have 
filed  with  the  California  Department  of  Insurance  a  full  schedule 
of  rates  to  be  paid  by  the  subscribers  to  such  contracts  and  shall 
have  obtained  the  department's  approval  thereof.  The  department 
may  refuse  such  approval  if  it  finds  that  such  rates  are  excessive, 
inadequate,  or  unfairly  discriminatory. 

Complaints  have  come  to  this  committee  which  indicate  that  there  is 
also  a  certain  amount  of  misrepresentation,  and  in  some  cases,  doubt 
as  to  whether  or  not  some  of  the  health  plans  can  deliver  what  they 
promise.  In  1959,  the  National  Health  Plan  in  Los  Angeles  contracted 
for  hospitalization  for  a  consumer  group,  but  had  no  way  of  delivering 
such  services.  If  there  is  dissatisfaction  or  a  complaint  concerning  such  a 
health  plan  policy;  there  does  not  exist  any  agency  that  has  power  to 
act  and  the  buyer 's  only  recourse  is  through  legal  action. 

The  creation  of  regulatory  measures  under  the  direction  of  the  Insur- 
ance Department  or  the  creation  of  a  new  Health  Insurance-Health 
Plan  Department  has  been  suggested. 

SECTION  VIII 
MEDICAL  AND  HOSPITAL  COSTS 

A  more  serious  problem  faces  the  State  in  regard  to  hospital  and 
medical  services,  not  onl}"  because  of  the  unnecessary  increase  in  the 
cost  of  medical  care,  but  also  because  of  a  possible  deterioration  in  some 
areas,  and  undermining  of  the  confidence  of  the  public,  both  in  regard 
to  health  insurance  programs  and  in  regard  to  our  medical  practitioners 
and  hospitals. 

A  great  deal  of  publicity  has  been  given  to  these  problems  in  both 
the  lay  and  public  press,  and  response  by  dissatisfied  patients  after  each 
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expose  is  always  so  tremendous  that  I  can  only  conclude  that  unrest 
regarding  our  medical  system  is  widespread. 

The  extent  of  popular  reading  matter  in  this  respect  indicates  the 
extent  of,  and  contributes  to,  this  unrest.  At  least  four  best  sellers, 
which  certainly  lead  to  doubt  concerning  our  entire  medical  system  by 
the  public,  are  Seymour  Kern's  "The  Internes"  and  "The  Golden 
Scalpel,"  Richard  Carter's  "The  Doctor  Business,"  and  "It's  Cheaper 
to  Die"  by  William  Michelfelder. 

Newspaper  stories  have  many  filled  columns.  The  famous  Blum  report 
has  created  public  doubt  as  to  the  integrity  of  our  hospitals.  This  study, 
made  by  Richard  Blum,  Ph.D.,  Stanford  University,  for  the  California 
Medical  Association  in  1958,  was  a  study  of  the  practices  of  10  large 
hospitals.  Very  little  has  been  released.  However,  the  story  of  two  sur- 
geons having  a  fist  fight  over  a  patient  on  the  operating  table  until  one 
was  floored,  the  story  of  the  dying  patient  who  was  refused  admission 
because  a  doctor  did^iot  like  his  Health  Plan  (supposedly  Kaiser),  and 
others  of  similar  nature,  caused  James  E.  Smits,  President  of  the  Hos- 
pital Council  of  Southern  California,  to  be  quoted  by  the  Los  Angeles 
Times,  on  August  28,  1958,  as  follows :"  I  see  no  reason  why  the  survey 
should  be  an  indictment  of  the  hospitals,  as  we  have  no  control  over 
the  doctors."  This  has  caused  many  in  the  field,  and  many  patients, 
to  wonder  who  does  have  control  over  the  activities  of  doctors  in  the 
hospitals,  if  the  hospitals  themselves  do  not. 

A  1959  series  in  the  Los  Angeles  Mirror  News  stated  that  many  doc- 
tors who  charge  $5  for  an  office  visit  raise  their  charge  to  $8  if  the 
patient  has  insurance.  It  further  stated  that  some  doctors  interviewed 
recognized  these  problems,  and  stated  that  organized  medicine  un- 
wisely was  always  against  any  controls.  It  told  of  hospitals  where  the 
patient  who  enters  with  a  broken  toe  may  get  a  G.I.  series,  chest  X-ray, 
urinalysis,  EKG.,  or  other  unnecessary  tests. 

The"  Los  Angeles  Mirror  News  on  October  13,  1959,  quoted  Leon 
Desimone,  M.D.,  President  of  the  Academy  of  General  Practice  in 
California,  as  stating,  in  response  to  this  story,  that  the  medical  societies 
do  what  they  can,  but  that  the  5  percent  of  the  doctors  who  con- 
sistently pad  bills  are  not  members  of  any  society.  Again,  I  question 
how  controls  can  be  effective  as  long  as  the  voluntary  method  admittedly 
cannot  touch  the  v/orst  offenders,  and  the  control  of  this  minority 
group,  whatever  size  it  may  be,  is  essential  for  the  health  and  safety 
of  the  unwary  public. 

A  series  of  stories,  such  as  one  about  an  award  of  $185,000  against 
Jack  Magit,  M.D.,  of  the  Beverly  Hills  Doctor's  Hospital  in  a  malprac- 
tice suit  in  which  nonlicensed  physicians  were  involved,  further  indi- 
cate the  extent  of  the  problem.  It  was  charged  in  this  case  that  un- 
licensed doctors  were  administering  anesthesia  at  the  hospital.  As  a 
result,  the  license  of  Dr.  Magit  to  practice  medicine  was  revoked  in 
1959,  but  this  action  has  since  been  stayed  by  court  action. 

The  revelation  that  a  promoter  convicted  of  a  felony  was  involved  as 
the  owner  of  the  Anaheim  Memorial  Hospital  drew  public  attention 
there  to  our  hospital  licensing  weakness.  He  later  withdrew  because  of 
newspaper  publicity  which  forced  resignation  of  th?  medical  staff.  The 
AvMlichn  Bulletin  'of  Friday,  September  27,  1957,  in  writing  of  the 
resignation  of  the  entire  staff  of  61  doctors  said : 
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"Although  the  physicians  did  not  reveal  the  exact  reason  for 
their  action,  a  check  revealed  that  a  prior  criminal  record  of  one 
of  the  members  of  the  National  Purchase  Lease-Back  firm  may 
have  prompted  their  action." 

A  lawsuit  was  filed  in  1957  in  Los  Angeles  against  the  board  of 
directors  of  a  Los  Angeles  hospital  by  a  doctor  who  alleged  that  he  was 
removed  from  the  staff  because  he  did  not  bring  his  '  *  quota ' '  of  patients 
to  the  hospital. 

Finally,  the  revelations  of  abortions,  overcharging,  and  fraudulent 
insurance  claims  at  Pacific  View  Hospital  in  Hermosa  Beach,  and  the 
indictment  of  four  doctors  by  the  Los  Angeles  County  Grand  Jury,  all 
tend  to  shake  the  confidence  of  the  public.,^ 

These  are  just  a  few  of  the  many  stories  that  have  been  featured  m 
the  Los  Angeles  and  San  Francisco  Examiner,  the  San  Francisco 
Chronicle,  Time,  Newsweek,  Life,  Look,  and  other  publications.  Less 
sensational,  but  perhaps  more  frightening,  are  the  stories  that  appear 
regularly  in  the  professional  journals,  a  few  of  which  follow: 

(a)  Rollin  Waterson,  a  medical  economist  for  the  C.M.A.,  stated  at 
a  union  conference  in  San  Francisco  several  years  ago:  "The  more 
insurance  coverage  you  buy,  the  more  utilization  you  have,  the  more 
X-rays  are  taken,  the  more  lab  work  is  done  .  .  .  You  say  it  has  to 
stop  and  I  agree  with  you." 

(b)  Lucius  M.  Johnson,  M.D.  referring  in  Medical  Economics  to  a 
medical  audit  done  in  one  of  our  better  hospitals,  said  that  5  percent 
of  the  surgeons  were  doing  work  for  which  they  Avere  not  qualified,  and 
that  another  5  percent  were  "scalpel  happy." 

(c)  Paul  R.  Hawley,  M.D.,  Director  of  the  American  College  of 
Surgeons,  was  quoted  by  Medical  Economics  on  July  6,  1959,  as  say- 
ing that  50  percent  of  our  surgery  is  done  by  untrained  surgeons  and 
further  that  our  health  plans  do  nothing  about  quality  of  care.  The 
New  York  Times  further  quoted  him  as  saying:  "Inadequately  trained 
doctors  Avere  doing  an  increasing  amount  of  surgery  because  every  in- 
sured patient  Avas  a  paying  patient."  _ 

(d)  The  Journal  of  the  American  Medical  Association  ot  March  29, 
1952,  carried  an  article  by  Edward  H.  Daseler,  M.D.,  Avhich  stated : 

"It  is  obvious  to  me,  after  practicing  surgery  in  the  SouthAvest 
for  two  years,  that  huge  numbers  of  perfectly  normal,  undiseased 
inflamed  organs,  e.g.  appendices,  uteri,  fallopian  tubes,  ovaries, 
and  even  gall  bladders  are  being  removed  for  one  reason  only: 
extirpation  of  the  customary  fee  from  the  poeketbook  of  the  uuAvary 
patient  or  his  relatives. ' ' 
With  the  growth  of  insurance  coverage,  and  more  money  being  avail- 
able, these  conditions  have  become  Avorse  and  apparently  Avill  not  be 
controlled  until  stricter  hospital  practices  are  enforced. 

(e)  An  official  report  of  the  Medical  Services  Committee  of  the  Los 
Angeles  County  Medical  Association,  in  1959,  stated : 

"With  the  creation  of  these  funds  to  provide  a  degree  of  protec- 
tion ao-ainst  medical  indigency,  there  developed  in  some  physicians 
a  subversion  of  motives  wherein  the  Avelfare  of  the  patient  becomes 
secondarv  to  the  financial  welfare  of  the  physician  .  .  .  Our  com- 
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mittee  has  so  far  received  records  which  reveal  the  most  flagrant 
abuses,  overcharging,  overuse,  and  fraudulent  practices,  but  too 
often  have  felt  frustrated  in  making  adequate  disposition  of  these 
cases  due  to  lack  of  policy  as  formulated  and  approved  by  the 
council  of  this  society. ' ' 

Unfortunately,  in  Los  Angeles  there  apparently  still  does  not  exist 
any  effective  policy.  Indeed  many  insurance  carriers  and  welfare  fund 
officials  consider  it  a  needless  waste  of  time  to  file  a  complaint  with 
the  Los  Angeles  County  Medical  Association  regarding  a  complanit 
against  any  of  its  members.  That  this  is  also  the  experience  of  the 
general  public  is  borne  out  by  complaints  from  individuals  which  I 
have  received,  indicating  that  no  attention  has  been  paid  to  their 
protestations. 

However,  this  is  not  the  case  in  many  areas  of  the  State.  In  San  Joa- 
quin County  and  some  12  other  counties,  as  well  as  in  Long  Beach, 
effective  committees  have  been  set  up  to  review  medical  claims  and 
complaints.  The  same  is  true  insofar  as  the  osteopathic,  pediatric  and 
optometric  professions  are  concerned.  Therefore,  I  believe  that  the 
Legislature  should  concern  itself  primarily  with  hospitals  where  the 
worst  abuses  occur,  where  cost  variations  have  been  most  pronounced, 
and  where  doctors  could  be  controlled  through  various  hospital  com- 
mittees. 

1 0.  Regional  Planning 

The  Governor's  committee,  his  Advisory  Hospital  Council,  and  my 
own  investigations  all  indicate  that  a  lack  of  planning  has  resulted  in 
too  manv  beds  in  certain  areas,  and  to  installation  of  expensive  equip- 
ment, which  has  inevitably  led  to  abuse  and  high  costs.  Estimates  of 
the  cost  to  the  public  for"  this  failure  are  admittedly  guesswork,  but 
one  study  in  Michigan  indicated  that  $5,000,000  a  year  is  wasted  in 
that  state  because  of  uneconomical  hospitalization. 

Ray  Everett  Brown,  director  of  the  Chicago  clinics  and  hospital,  and 
a  past  president  of  the  American  Hospital  Association,  estimates  that 
an  unoccupied  bed  costs  about  80  percent  of  the  amount  that  it  costs 
to  maintain  an  occupied  bed.  He  further  estimates  that  more  bed-days 
were  lost  in  1958  because  of  nonoccupancy  than  were  paid  for  by  all 
Blue  Cross  plans.  Mr.  Brown  advocates  franchising  of  hospitals  and 
stricter  licensing  through  governmental  action.  Mr.  BroAvn  is  not  alone 
in  his  support  and  recognition  of  the  need  for  tighter  hospital  controls 
in  order  to  stop  the  upward  spiral  of  hospital  costs.  Even  those  who 
do  not  agree  as  to  method  do  agree  that  more  effective  control  is  neces- 
sary. 

Annually  a  survey  is  carried  out  in  co-ordinated  action  by  the  Cali- 
foria  Hospital  Association,  local  hospital  councils,  and  the  State  De- 
partment of  Public  Health.  Policies  and  planning  criteria  are  revised 
each  year  by  the  Advisory  Hospital  Council.  These  criteria  are  used 
by  the  Department  of  Public  Health  in  aHocating  state  and  federal 
funds.  The  state  plan  adopted  for  both  the  Los  Angeles-Orange  County 
and  San  Diego  metropolitan  areas  pointed  out  that  no  hospitals  of  less 
than  150  beds  should  be  built  in  either  area.  However,  despite  this,  90 
general  hospitals  were  built  in  Los  Angeles  from  1950-59  and  all  but 
17  were  under  150  beds.  In  San  Diego,  seven  or  eight  new  hospitals  are 
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being  planned,  or  are  under  construction.  All  are  said  to  be  under  70 
beds.  The  advisory  council's  projection  to  1975  for  Los  Angeles  is 
that  160  new  hospitals  will  be  built,  with  all  but  14  being  under  100 
beds. 

It  is  apparent  that  there  is  a  wide  gap  between  voluntary  public 
planning  and  the  actuality  of  construction  and  operation  of  hos- 
pitals. Mr.  Mark  Berke,  Director  of  the  Mt.  Zion  Hospital  and  Medi- 
cal Center  in  San  Francisco,  in  a  speech  before  the  Western  Associa- 
tion of  Hospitals  in  1958,  pointed  out  the  need  for  planning,  although 
he  hopes  that  it  can  be  done  on  a  voluntary  basis : 

"We  are  rapidly  approaching  a  time  when  it  will  no  longer  be 
economically  feasible  for  each  hospital  to  be  an  independent,  self- 
sufficient  enterprise,  purchasing  equipnient  for  its  own  use  without 
regards  to  the  needs  of  the  community. 

"In  San  Francisco,  five  hospitals  are  approved  for  open  heart 
surgery,  and  others  are  planning  to  install  this  expensive  equip- 
ment, even  though  three  such  installations  would  be  sufficient. 
There  are  six  electroencephalographs,  although  only  one  or  two 
are  fully  used.  Several  hospitals  are  considering  installing  cobalt 
bomb  units  at  a  cost  of  $60,000  each,  although  only  one  is 
needed. 

' '  The  planning  of  facilities  on  a  co-ordinated  basis  is  one  of  the 
most  fertile  areas  for  reduction  of  costs;  but  unfortunately  it  is 
one  of  the  most  difficult  to  achieve,  involving  as  it  does  the  auton- 
omv  of  individual  boards  of  directors,  medical  staffs,  and  hos- 
pital administrations,  each  with  its  vested  interests,  its  own  phil- 
osophv,  and  its  own  desires. 

"We  must  be  prepared  to  consider  ob,iectively  approaches  to 
our  problems  which  may  involve  the  surrendering  of  some  of  our 
individual  prerogatives,"  in  order  to  insure  the  continuation  of  the 
whole. ' ' 

I  am  in  agreement  with  Mr.  Berke 's  views.  However,  as  far  back  as 
1926,  when  the  Hamilton  Report,  which  dealt  with  the  Los  Angeles 
area,  was  issued,  the  importance  of  hospital  planning  was  stressed.  It 
did  not  work  on  a  voluntary  basis  then  for  the  very  reasons  stressed 
by  Mr.  Berke.  I  do  not  believe  that  it  will  work  on  a  voluntary  basis 
now,  in  view  of  the  projections  made  by  the  Advisory  Hospital  Council, 
and  the  actual  building  that  is  now  under  way. 

I  have  recognized  and  applauded  the  attempts  of  the  California  Hos- 
pital Association  to  improve  the  situation,  but  I  do  not  believe  that 
exposure  will  stop  those  who  are  promoters,  or  those  doctors  who  need 
a  hospital  as  a  base  of  operations.  Indeed,  exposure  alone  may  create 
an  air  of  martyrdom  which  will  prevent  any  real  action  against  certain 
hospitals. 

The  combination  of  profit-making  hospitals,  unethical  doctors,  lack 
of  planning,  lack  of  standards,  a  shortage  of  accredited  hospitals,  and 
an  oversupply  of  small  hospitals,  have  all  combined  to  make  Los  An- 
geles, and  California,  the  highest-cost  hospital  area  in  the  United 
States.  The  legislation  that  I  have  proposed  is  similar  to  recommenda- 
tions which  have  been  made  by  the  Governor's  Committee  on  the  Study 
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of  Medical  Aid  and  Healtli,  and  to  legislation  wliicli  will  probably  be 
introduced  by  the  California  Hospital  Association. 

The  basic  difference  in  approach,  however,  is  that  the  C.H.A.  will 
probably  support  permissive  legislation  which  calls  for  regional  plan- 
ning and  public  hearings,  but  with  no  power  to  enforce  or  regulate. 
It  is  based  on  the  theory  that  exposure  will  accomplish  the  same  results 
as  mandatory  legislation.  However,  C.H.A.  may  not  recommend  total 
exposure,  and  the  necessity  of  filing  annual  financial  statements  and 
pricing  schedules  may  not  be  called  for.  It  is  my  helief  that  exposure  of 
hospital  records,  protecting,  of  course,  the  privacy  of  patient  records, 
is  necessary  and  ivill  help  to  avert  rate  regulation  ivhich  the  C.H.A. 
Relieves  ivill  he  detrimental.  .     . 

While  the  C.H.A.  will  probably  oppose  legislation  with  teeth  init, 
there  are  many  hospital  administrators  and  leaders  who  feel  otherwise. 
In  California,  many  hospital  administrators  have  agreed  that  there  is 
need  for  legislation  such  as  I  am  proposing,  but  they  cannot  publicly 
support  it  because  of  the  position  of  the  C.H.A. 

On  the  other  hand,  at  a  convention  of  the  California  Osteopathic 
Hospital  Association  at  Santa  Monica  in  October  of  this  year,  open 
support  was  given  to  this  legislation.  The  type  of  legislation  that  I 
recommend  is  not  original  with  me  nor  is  it  as  undesired  by  all 
hospital  people  as  might  appear  to  be  the  case. 

I  have  already  mentioned  that  Ray  Everett  Brown,  a  recent  past 
president  of  the  American  Hospital  Association,  and  highly  respected 
in  his  field,  has  long  recommended  the  franchising  of  hospitals  in  order 
to  reduce  costs  by  better  hospital  planning.  In  response  to  a  letter  I 
wrote  him  regarding  this  proposed  legislation,  he  stated  that  he  be- 
lieves that  the  controls  relating  to  construction  and  expansion  of_  hos- 
pitals in  California  are  necessary  and  that  full  public  disclosure  is,  of 
course,  a  good  thing. 

Another  well-known  leader  who  is  not  fearful  of  hospital  regulation 
is  William  J.  Mc Williams,  an  attorney,  and  president  of  Arundel  Gen- 
eral Hospital  in  Annapolis,  Maryland.  "Trustee,"  the  Journal  for  Hos- 
pital Governing  Boards,  printed  a  speech  he  delivered  early  this  year 
during  National  Hospital  Week.  In  it,  he  proposed  a  program  that 
included : 

"The  regulation  of  hospital  rates  by  the  Public  Service  Com- 
mission. ...  In  time  the  commission  would  develop  uniform  ac- 
counting procedures,  etc. 

"The  co-ordination  and  control  of  expansion  and  new  construc- 
tion by  the  Hospital  Council  of  JMaryland.  ...  We  must  be  sure 
that  there  are  not  too  many  hospitals ;  that  they  are  not  larger  or 
more  costly  than  they  need  be ;  that  there  is  no  wasteful  duplica- 
tion of  services,  and  that  all  building  programs  have  economic 
justification.  ...  It  should  have  the  power  to  veto  any  building 
program  of  which  it  does  not  approve." 

Complete  disregard  for  the  community  desires  and  needs  is  illus- 
trated in  the  case  of  the  Martin  Luther  Hospital  in  Anaheim,  Cali- 
fornia. Despite  protests  from  some  segments  of  the   community,   in 
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which  there  are  now  many  unoccupied  beds  (hospitals  in  the  area  are 
running  60  percent  to  70  percent  occupancy),  the  investors  went  ahead 
with  the  building.  A  nonprofit  corporation  which  will  pay  excessive 
rent,  approximately  $500,000  a  year,  to  the  investors  has  been  estab- 
lished by  two  small  Lutheran  churches  in  the  area.  I  am  keeping  in 
touch  with  this  situation,  as  it  is  rumored  that  there  may  be  a  fund 
raising  drive  in  the  community,  and  any  such  effort  will  be  opposed 
by  community  leaders  with  whom  I  have  met. 

An  even  more  flagrant  case,  illustrating  the  failure  of  the  voluntary 
exposure  approach  involves  the  town  of  Ojai,  where  a  hospital  district 
was  proposed,  and  before  financing  could  be  secured  a  doctor  from 
Los  Angeles,  Frederick  Gruneck,  moved  in  and  announced  plans  to 
build  a  25-bed  hospital.  This,  of  course,  wbuld  have  ended  any  chance 
of  obtaining  governmental  funds  for  construction  of  the  district  hos- 
pital. 

The  mayor  and  other  officials,  as  well  as  a  majority  of  the  doctors, 
were  opposed  to  the  proprietary  hospital. 

Ads  were  taken  in  the  Ojai  Valley  News  in  September,  1958,  by  a 
citizens  committee,  which  asked:  "Do  we  want  a  district  nonprofit 
hospital  or  one  like  Northridge?"  They  then  went  on  to  reveal  the 
profits  made  by  Dr.  Gruneck  out  of  the  operation  and  sale  of  the 
Northridge  Hospital  in  the  San  Fernando  Valley. 

Two  town  meetings  were  held.  At  the  second  one,  Mr.  Charles  Abbott, 
Executive  Director  of  Blue  Cross,  spoke  and  quoted  Gordon  Gumming, 
Chief  of  the  Bureau  of  Hospitals,  as  being  opposed  to  the  building  of 
a  hospital  in  Ojai  at  the  time.  The  Ojai  Valley  News  of  Thursday,  De- 
cember 11,  1958,  said  in  relation  to  Abbott's  talk  with  Gumming: 

"Gumming  said  that  .  .  .  residents  should  not  consider  build- 
ing a  hospital  until  the  area  could  afford  at  least  a  50-bed  hospital, 
as  an  institution  must  be  at  least  that  size  to  afford  the  expensive 
equipment  used  in  modern  medical  research." 

It  went  on  to  say: 

"Abbott  said  -'generally  speaking,  our  experience  is  far  better 
with  nonprofit  hospitals.'  He  said  his  office  deals  with  115  non- 
profit and  135  proprietary  hospitals  in  California." 

On  the  same  program,  Louis  Quinn,  Managing  Director  of  the  Cali- 
fornia Forward  Fund,  and  Henry  Niebanek,  a  member  of  the  Board 
of  Directors  of  the  California  Hospital,  both  spoke  in  favor  of  non- 
profit operations. 

Despite  the  obvious  desire  of  the  townspeople  to  develop  their  dis- 
trict nonprofit  hospital,  it  was  only  a  short  while  after  this  meeting 
that  the  wishes  of  the  townspeople  were  ignored,  and  Dr.  Frederick 
Gruneck,  owner  of  two  highly  profitable  proprietary  hospitals  in  Los 
Angeles,  began  construction  of  a  hospital.  Even  though  every  form  of 
exposure  was  used,  including  help  from  Blue  Cross,  the  Chief  of  the 
Bureau  of  Hospitals,  and  other  well-known  people  in  the  field,  the 
efforts  failed  as  there  was  no  way  in  which  the  hospital  building  could 
be  stopped. 
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A  summary  of  the  portion  of  a  recommended  bill  dealing  with  re- 
gional hospital  planning  is  as  follows: 

AMENDMENT   TO    HEALTH   AND   SAFETY   COOE 

431.2.  Advisory  council  of  eight  appointed  by  Governor.  Also  a  direc- 
tor of  Hospital  Advisory  Council.  Representatives  of  groups, 
state  agencies,  and  consumers  with  knowledge  of  hospitals. 

431.5.  Health  department  may  establish  hospital  regions  after  con- 
sultation with  advisory  council. 

431.6.  Department  shall  appoint  regional  councils.  Director  and  12. 
Three  physicians,  three  hospital  administrators,  six  labor,  pre- 
payment plans,  and  industry. 

431.7.  Regional  councils  shall  develop  regional  plan  for  hospital  ex- 
pansion in  consultation  with  health  department.  In  doing  so, 
shall  review  utilization,  develop  standards  of  community  need, 
and  conduct  public  meetings. 

431.8.  The  department  shall  develop  and  bring  up  to  date  annually 
regional  plans. 

431.9.  If  advised  by  department  that  a  proposed  new  hospital  or  ex- 
pansion is  in  conflict  with  regional  plans,  the  regional  council 
shall  conduct  public  hearings. 

Section  1.  1402.  Applicants  must  file  information  concerning  owner- 
ship, type  of  facility,  and  must  be  of  reputable  character,  and 
must  present  evidence  of  ability  to  comply  with  the  regulations 
of  the  department. 

(h)   Must  present  evidence  of  need  for  facility, 
(i)    Must  file  change  of  ownership  information. 

1402.1.  Department  shall  determine  if  hospital  is  in  compliance  with 
regional  plan.  May  not  issue  license  if  in  conflict  until  pro- 
posal considered  in  public  meeting  by  regional  council.  De- 
partment cannot  issue  license  for  a  proposed  new  hospital  that 
is  not  in  conformity  with  regional  plan  without  the  affirmative 
recommendation  of  the  regional  hospital  council. 

1402.5.  Requires  approval  cf  state  department  for  expansion  of  an 
existing  hospital. 

1 1 .  Medical  Standards  for  Hospitals 

Hospital  planning  is  not  the  only  area  in  which  legislation  is  needed. 
Medical  service  standards  must  be  made  mandatory  for  all  hospitals, 
not  just  for  those  that  voluntarily  seek  accreditation.  The  need  for 
tighter  regulation  can  best  be  seen  by  the  following  reports: 

(a)  Medical  Economies,  1960,  quoted  the  American  College  of  Pa- 
thologists as  warning  doctors  that  78  percent  of  the  hospitals  of  under 
100  beds  had  inadequate  laboratory  supervision. 

(b)  Dr.  Kenneth  E.  Babcock,  Director  of  the  Joint  Commission  on 
Accreditation  of  Hospitals,  reported  that  last  year  1,000  out  of  4,000 
major  hospitals  inspected  failed  to  meet  standards  of  good  hospitaliza- 
tion. During  the  year,  223  accredited  hospitals  had  taken  a  turn  for 
the  worse.  Of  the  1,000  mentioned,  400  were  refused  accreditation,  600 
put  on  probation.  In  addition,  there  were  3,000  hospitals  that  were  not 
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accredited  or  that  were  under  25  beds  and  were  not  inspected.  Dr. 
Babcock  goes  on  to  report  that  in  one  hospital  600  out  of  every  l,00p 
operations  were  abortions.  In  another,  there  was  removal  of  380  nteri, 
of  which  300  were  unnecessary.  James  C.  Doyle,  M.D.,  Assistant  Pro- 
fessor of  Gynecology  at  the  University  of  Southern  California,  earlier 
made  a  similar  study  of  hysterectomies  performed  in  Southern  Cali- 
fornia hospitals,  with  similar  results. 

(c)  A  1960  study  by  the  American  College  of  Surgeons  in  24  top 
grade  midwestern  hospitals  indicates  that  there  is  24  percent  overuse 
of  antibiotics  in  hernia  surgery.  One  thousand  five  hundred  thirty- 
six  hernias  were  performed.  Five  hundred  sixty-nine  should  not  have 
needed  antibiotics.  Of  this  number  421  received  them,  however.  It  was 
estimated  that  this  unnecessary  use  of  antibiotics  added  $44.50  per 
stay  for  each  patient,  as  well  as  being  harmful,  in  some  cases,  to  the 
patient.  While  it  is  true  that  the  Joint  Board  of  Accreditation  does  a 
conscientious  job  of  trying  to  elevate  standards,  it  has  no  control  over 
almost  one-half  of  the  hospitals  in  the  United  States.  Since  its  actions 
are  voluntary,  those  who  want  to  practice  in  an  unethical  way  continue 
to  do  so. 

In  California  the  situation  is  worse  than  in  the  country  as  a  whole,  as 
is  shown  by  Table  No.  X. 

TABLE   No.   X 

Percentage  of  Accredited  Hospitals  in  California 

Percent 

Type  of  hospital  Numher  accredited 

State     2  100 

City-County 51  52.9 

District    48  35.4 

Nonprofit    181  ^•'5' 

Proprietary    161  •^l 

The  concern  of  labor  in  this  respect  led  to  the  appointment  of  a  hos- 
pital committee  by  the  Los  Angeles  County  Federation  of  Labor,  AFL- 
CIO,  to  study  the  entire  problem  in  1958.  This  concern  also  resulted  in 
resolutions  adopted  unanimously  at  the  last  statewide  convention  of 
the  AFL-CIO  which  called  for  stricter  regulation  of  hospitals. 

In  a  report  to  the  Federation,  the  committee  told  of  a  case  at  a 
North  Hollywood  hospital  which  it  had  visited  because  of  a  complaint 
from  the  Teamster's  Union.  A  charge  of  $167.52  for  three  days  hos- 
pitalization for  an  ingrowing  toenail  was  reported.  The  average  daily 
charge  in  this  hospital  was  admitted  to  be  $55-$57. 

The  owner  of  the  hospital,  an  M.D.,  admitted  that  this  was  an  un- 
reasonable charge,  and  that  this  was  the  type  of  surgery  he  would  do 
in  his  own  office.  He  further  stated  that  the  reason  for  the  high  cost 
was  that  the  surgeon  had  used  the  operating  room  for  one  and  a  half 
hours  and  had  ordered  unnecessary  supplies  and  drugs. 

AVhen  asked  why  the  hospital  did  not  deny  such  doctors  staff  priv- 
ileges, he  stated  that  they  would  merely  go  to  another  hospital,  and 
his  occupancy  would  drop. 

Other  items  in  the  report  M^ere  : 

(1)  poor  hospital  planning  had  led  to  chaotic  conditions. 

(2)  many  profit-making  hospitals  met  no  standards  at  all. 

(3)  that' since  there  were  no  uniform  accounting  methods  hospital 
charges  varied  greatly,  and  that  the  average  hospital  charges  for 
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a  tonsillectomy  in  Los  Angeles  varied  from  about  $44  to  $150 
per  case. 
(4)  that  kickbacks  were  made  to  doctors  by  some  hospitals. 

When  it  is  recognized  that  29.3  percent  of  our  nonprofit  hospitals 
and  79  percent  of  our  proprietary  hospitals  are  not  accredited,  and 
that  projections  indicate  we  will  continue  to  have  more  of  the  small 
hospitals  which  are  usually  proprietary  and  generally  not  interested 
in  accreditation,  the  need  for  legislation  to  enforce  the  decent  stand- 
ards of  the  accredited  hospitals  can  be  readily  seen. 

Additional  recommended  amendment  to  the  Health  and  Safety  Code : 

1411.5.  State  Department  shall  adopt  medical  practice  standards  estab- 
lished b}'  State  Boards  of  Medical  and  Osteopathic  Examiners. 
Boards  shall  investigate  medical  practices  and  report  violations 
to  State  Department. 

Other  types  of  legislation,  and  other  proposals,  have  been  suggested 
as  a  means  of  controlling  hospital  practices. 

(a)  Mr.  George  Shecter,  formerly  Administrator  of  the  American 
Hospital,  has  proposed  that  every  hospital  have  a  licensed  physician 
or  surgeon  on  duty  24  hours  a  day,  and  that  an  independent  pathologist 
review  all  tissue  slides.  His  recommendations  are  concurred  with  by 
Richard  Blum,  mentioned  earlier  in  this  report.  In  hospitals  surveyed 
in  Southern  California,  only  36  out  of  84  proprietary  hospitals  have  a 
doctor  on  duty  24  hours  a  day,  while  in  the  nonprofit  hospitals  35  out 
of  69  have  doctors  24  hours  a  day. 

The  December  25,  1954  issue  of  The  Journal  of  the  American  Medi- 
cal Association  carried  an  article  by  Drs.  Myers  and  Stephenson  which 
stated : 

"Not  all  surgical  tissues  are  diagnosed  honestly.  Some  surgeons 
are  reluctant  to  accept  'normal  tissue'  as  an  accurate  diagnosis. 
Some  pathologists  are  coerced  into  attempting  to  report  some  path- 
ological process  in  every  specimen.  Some  physicians  are  unwilling 
to  criticize  the  surgery  of  a  colleague.  The  decisions  of  the  tissue 
committee  are  sometimes  not  recorded  properly,  making  it  difficult 
or  impossible  to  evaluate  the  surgery  later." 

If  these  difficulties  exist  in  accredited  hospitals,  surely  conditions  are 
even  worse  in  nonaccredited  ones. 

(b)  Richard  Blum,  Ph.D.,  mentioned  earlier  in  this  report,  has  stated 
that  hospitals  should  make  minutes  of  their  staff  meetings  available  to 
the  public,  and  that  a  lay  person  should  be  invited  to  sit  in  as  an  ob- 
server on  committee  meetings.  He  also  proposes  that  there  be  an  ac- 
creditation system  which  would  be  operated  by  a  State  agency,  with 
renewal  each  year  of  the  accreditation  status.  Any  doctor  found  to 
violate  hospital  rules  would  be  put  on  probation  for  at  least  six  months, 
and  his  work  would  be  reviewed  continually.  If  at  that  time  there  was 
no  improvement,  then  his  Avork  would  be  restricted,  and  he  could  be 
reinstated  only  with  approval  of  the  accreditation  team.  Small  hos- 
pitals, he  believes,  should  be  limited  to  emergency  work,  diagnostic 
procedures,  and  minor  operations. 

He  estimated  that  inasmuch  as  2  percent  to  2%  percent  of  all  physi- 
cians are  psychopathic,  chronic  alcoholics,  or  narcotic  addicts,  they 
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should  not  be  allowed  to  practice  in  any  hospital  until  examined  by 
a  psychiatrist.  The  same  should  hold  true  of  nurses  and  other  employees 
who  have  any  contact  Avith  patients.  Also,  he  proposes  that  medical 
schools  should  improve  instruction,  insofar  as  the  responsibility  of  the 
doctor  to  the  hospital  is  concerned,  and  that  medical  students  should 
be  allowed  to  sit  in  with  hospital  committees,  especially  tissue  com- 

(c)  The  National  Health  Federation,  the  Patients  Aid  Society,  The 
American  Patients  Association,  and  the  American  Natural  Hygiene 
Society,  organizations  with  limited  financing  but  who  have  large  num- 
bers of  lay  persons  supporting  tliem,  all  have  recommended  strongly 
that  every  hospital  be  required  by  law  to  l^ave  an  independent  patholo- 
gist review  all  tissue  slides,  and  that  patients'  medical  records  be  micro- 
filmed and  made  available  to  the  patient  or  his  representative.  One  of 
the  most  frequent  complaints  received  has  been  in  regard  to  the  inabil- 
ity of  patients  to  secure  their  own  medical  records,  although  they 
appear  to  be  made  readily  available  for  everyone  else,  including  insur- 
ance personnel. 

(d)  Central  medical  records:  Bertram  R.  Beruheim,  M.D.,  Associate 
Professor  of  Surgery  at  Johns  Hopkins  believes  that  all  medical  records 
should  be  centrally  kept,  and  subject  to  review  by  a  medical  audit.  He 
stated,  in  a  recent  article,  as  follows: 

"In  other  words,  society  has  certain  rights,  and  one  of  them 
is  to  know  exactly  what  is  going  on  in  our  hospitals.  Society  goes 
to  considerable  lengths  to  supervise  its  banks,  even,  indeed,  to 
having  the  Federal  Government  insure  funds  deposited  therein. 
Why  shouldn't  it  go  to  similar  lengths  with  regard  to  hospitals? 
Is  life  of  less  importance  than  money?" 

12  and  13.  Hospital  Financial  Reports  and  Schedule  of  Charges 

Hospital  accounting :  One  of  the  major  complaints  against  hospitals 
has  been  the  impossibility  of  securing  an  accounting  from  a  hospital, 
which  is  understandable  in  view  of  the  patient's  reaction  to  a  very  high 
hospital  bill.  This  is  not  a  new  complaint.  Several  years  ago  the  Health 
Plan  Consultant's  Committee,  AFL-CIO,  submitted  a  bill  of  particu- 
lars to  the  Hospital  Council  of  Southern  California  showing  variations 
of  as  much  as  300  percent  for  identical  items. 

As  a  result  of  this,  and  other  complaints,  the  Hospital  Council  did 
adopt  a  series  of  regulations  known  as  the  Guiding  Principles  of  Hos- 
pital Administration.  In  effect,  this  provided  for  uniform  accounting 
and  pricing  methods. 

A  survey  which  I  studied  recently  shows  that  there  is  still  a  wide 
variation  of  charges.  In  the  Long  Beach  area  charges  varied  for  the 
same  procedure  or  item,  in  similar  types  of  hospitals,  from  25  percent 
to  100  percent  or  more  in  many  cases. 

It  must  be  conceded  that  the  Hospital  Council  is  making  a  valiant 
effort  to  enforce  the  Guiding  Principles.  Complaints  are  being  received 
and  heard  promptly,  and  adjustments  are  being  made. 

However,  there  are  weak  links  that  seem  to  make  legislation  in  this 
area  important.  In  one  instance,  a  welfare  fund  complained  about  a 
hospital 's  procedure,  was  upheld  by  the  Council,  but  the  hospital  con- 
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cerned,  the  Valley  Hospital  in  Van  Nuys,  promptly  refused  to  abide 
by  tlie  Council's  decision  and  took  the  patient  to  small  claims  court. 

Some  50  hospitals  in  Los  Angeles  and  San  Diego,  who  had  subscribed 
to  the  Guiding  Principles,  were  recently  visited  to  determine  if  the 
charging  schedules  were  readily  available.  In  most  cases,  the  clerks 
either  knew  nothing  about  the  Guiding  Principles,  referred  the  investi- 
gators to  the  Hospital  Council,  and  in  only  two  cases  did  they  make 
the  schedules  available.  This  program,  effective  July  1,  1959,  has  im- 
proved the  situation  somewhat,  but  still  has  not  made  the  pricing 
methods  of  hospitals  easily  accessible  or  understandable  to  the  public. 
Then,  of  course,  as  in  the  case  of  accreditation,  we  find  that  most  of 
the  worst  hospitals  either  do  not  subscribe  to  the  Guiding  Principles, 
or  pay  no  attention  to  them. 

In  addition  to  the  problems  of  enforcement  there  are  those  caused 
by  the  preponderance  of  hospitals  run  solely  for  profit.  These  hospi- 
tals, in  many  cases,  will  not  go  along  with  accreditation,  the  Guiding 
Principles,  or  any  other  self-policing  methods  that  hospitals  adopt.  A 
few  examples  of  the  profits  which  can  be  made  follow : 

(a)  Modern  Hospital,  in  an  article  concerning  excess  profits  in 
Southern  California  hospitals,  reported  that  one  hospital  in  Los  Ange- 
les made  a  profit  of  $10  a  day  per  bed,  and  that  in  two  years  of  opera- 
tion it  was  able  to  completely  pay  for  its  initial  cost. 

(b)  A  Culver  City  Hospital  report  which  I  was  able  to  see  showed 
a  net  income  in  one  quarter  of  $41,115,  with  a  gross  income  of  only 
$265,300. 

(c)  A  brochure  for  Morningside  Hospital  in  Los  Angeles,  86  beds, 
indicated  a  projected  income  of  $1,084,136,  on  which  the  net  profit 
would  be  projected  at  $129,888.  The  total  cost  was  estimated  at 
$900,000,  of  which  the  investors  reportedly  put  up  $300,000. 

(d)  A  sales  brochure  for  Bon  Aire  Hospital,  39  beds,  indicated  an 
estimated  projected  annual  profit  of  $91,500.  The  value  of  the  hospital 
is  estimated  at  about  $400,000.  Operating  profit  would  pay  for  the 
hospital  in  less  than  five  years.  This  brochure  was  prepared  by  the 
American  Hospital  Management  Corporation. 

Additional  recommended  amendment  to  the  Health  and  Safety  Code : 
1406.7  Annual  report  of  operations  must  be  filed  with  department. 

(b)  Each  hospital  shall  make  public  its  schedule  of  charges. 

(c)  Annual  reports  to  be  available  to  public. 

(d)  Department  may  investigate  complaints. 

1411.1  State  department,  after  consultation  with  advisory  board,  may 
make  reasonable  regulations,  including  standards  of  safety,  fa- 
cilities and  equipment.  May  prescribe  standards  for  determining 
public  necessity.  May  prescribe  uniform  standards  of  account- 
ing and  reporting. 

14.  Information  Concerning  Hospital  Applications 

As  indicated  in  the  findings  that  I  have  presented,  the  restrictions 
imposed  by  Section  1416  of  the  Health  and  Safety  Code  impede  any 
effective  investigation  of  hospital  practices  and  their  effect  on  health 
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insurance  costs,  and  I  therefore  recommend  repeal  of  this  section  so 
that  all  the  facts  concerning'  oiir  hospitals  can  be  made  known. 

15.   Closer  Investigation  of  "Nonprofit"  Hospitals 

Many  indications  exist  that  some  "nonprofit"  hospitals  become  very- 
profitable.  This  is  achieved  by  excessive  rent  and  interest  provisions, 
and  leasing  out  of  the  profit-making  aspects  of  a  hospital,  namely  lab- 
oratory, X-ray,  and  pharmacy.  Several  examples  of  this  are : 

(a)  William  Henderson,  who  in  1959  published  a  hospital  rate  man- 
ual, stated  that  Northridge  Hospital  often  profited  as  much  as  $45  per 
patient  day,  and  that  the  average  charge  was  $70.  A  published  report 
showed  that  this  hospital  sold  out  to  a  nonprofit  corporation  with  a 
profit  of  $127,000  on  an  investment  of  about  $500,000,  and  contracted 
for  the  owner  to  serve  as  "administrator"  for  $1,000  a  month  for 
12  years,  and  as  a  consultant  for  the  next  10  years  at  $900  a  month. 
Dr.'  Frederick  Gruneck,  the  owner,  is  about  60  years  of  age,  and  in 
the  event  of  death  the  entire  contract  is  to  be  paid  to  his  estate. 

An  ad  in  the  Ojai  Valley  News  of  September  4,  1958,  in  relation  to 
this  hospital,  was  headed:  "Disclose  Profits  of  'Nonprofit'  Hospital." 
It  stated  that  the  owners  of  the  land,  of  which  Dr.  Gruneck  was  the 
majority  stockholder,  netted  a  profit  of  $217,435  (200  percent)  on  the 
sale  to  the  nonprofit  foundation,  and  that  Dr.  Gruneck 's  contract  as 
administrator  and  consultant  over  a  20-year  period  would  net  him 
$252,000,  which  would  be  paid  even  if  he  died  the  first  year. 

A  report  from  Dun  &  Bradstreet,  Inc.,  of  September  12,  1958,  in- 
dicates that  the  foundation  has  leased  the  hospital  pharmacy  and  gift 
shop  to  a  corporation  headed  by  Dr.  Gruneck.  At  that  time,  its  volume 
of  business  was  $130,000  per  month. 

(b)  A  brochure  for  Anaheim  Memorial  Hospital  indicated  a  pro- 
jected income  of  $1,092,018.  It  is  reported  that  $500,000  cash_  was  put 
up  by  the  investors.  In  five  years  they  will  have  recovered  their  invest- 
ment, and  paid  off  a  large  part  of  the  loans  made  to  buy  the  land  and 
build  the  hospital.  This  is  supposedly  a  nonprofit  operation. 

It  is  for  these  reasons  that  I  believe  our  most  serious  problem  is 
that  of  the  hospital,  and  that  no  voluntary  approach  can  solve  all  the 
problems  of  the  unethical  hospital  operators,  and  that  mere  exposure 
cannot  serve  the  purpose.  As  long  as  voluntary  methods  permit  the 
operation  of  hospitals,  no  matter  how  few  in  number,  which  are  not 
in  the  public  interest  and  which  endanger  public  health  and  safety, 
I  believe  that  legislation,  as  proposed  in  this  report,  is  necessary. 

ANSWERS  TO  THREE  QUESTIONS  ABOUT  THE  CALIFORNIA 
DISABILITY  INSURANCE  PROGRAM 

The  calculations  given  here  are  based  on  the  benchmarks  for  the  1959 
Legislative  estimates  (Report  435S  #2)  and  must  be  revised  when  1961 
estimate  benchmarks  become  available.  The  estimates  are  averages  for 
the  years  1960,  1961,  and  1962.  Interest  on  the  fund  is  excluded  from 
the  calculation  of  revenue  because  of  the  uncertainty  of  estimating  it. 
All  calculations  of  contributions  assume  a  1.0  percent  employee  tax. 

*  This  material  represents  a  reply  made  to  Assemblyman  Phillip  Burton  by  the  Cali- 
fornia Department  of  Employment  and  is  inserted  here  at  the  request  of  Mr. 
Burton. 
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(1)  What  taxable  wage  base  would  support  a  state  plan  program 
with  a  maximum  weekly  basic  benefit  amount  of  $65,  $80,  $90,  and 
other  present  benefits,  (a)  if  the  present  share  of  coverage  is  main- 
tained (State  Plan  65  percent  and  voluntary  plans  35  percent  of  cov- 
erage) or  (b)  if  all  coverage  were  under  the  state  plan: 


Maximum  weekly  basic  benefit  amount 


Taxable  wage  ceiling  required  to  balance 
income  and  costs,  one  percent  tax 


State  plan  only  with  65 
percent  of  coverage 


State  plan  with 
total  coverage 


$65 
80 
90 


$4,683 
5,051 
5,175 


$4,323 
4,693 
4,835 


(2)  What  maximum  weekly  basic  benefit  amount  can  be  supported 
by  various  taxable  wage  ceilings,  under  the  two  above  assumptions 
relating  to  coverage? 


Taxable  wage  ceiling 

Maximum  weekly  basic  benefits  supported 
by  one  percent  tax 

State  plan  only  with  65 
percent  of  coverage 

State  plan  with 
total  coverage 

$4  323 

1 

1 
1 
$65.00 
68.70 

$65.00 

4400                          --- .   .    _- 

66.85 

4  600                                  -- 

74.62 

4  683 -  -   - 

79.50 

4  800 -    -- 

87.21 

1  Less  than  current  $65  formula. 

The  data  iii  this  section  was  prepared  by  the  California  Department  of  Employment  m  response  to  questions 
piopounded  by  Assemblyman  Phillip  Burton.  It  is  included  in  the  Appendix  at  the  request  of  Mr.  Burton. 


Observation  Re:  Q-2  by  Assemblyman  Burton 

I  would  like  to  draw  particular  attention  to  the  issue  raised  if  a  $4,800 
taxable  wage  ceiling  is  established.  If  the  UCD  program  (paid  for 
entirely  by  the  employee)  was  placed  on  the  same  basis  as  the  unem- 
ployment insurance  program  (paid  for  entirely  by  the  employer),  e.g. 
establish  a  state  "monopoly"  fund — it  would  be  possible  to  raise  the 
weekly  benefit  level  $18.51  higher  than  would  be  possible  by  continuing 
the  present  participation  of  private  insurance  carriers. 
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(3)  What  surplus  of  worker  contributions  above  all  expenditures 
might  be  expected  at  various  taxable  wage  ceilings  with  a  $65  maxi- 
mum weekly  basic  benefit  amount  under  the  two  above  assumptions 
regarding  coverage  (interest  on  fund  excluded  from  revenues  and  from 

surplus)  ? 


State  plan  only  with  56 
percent  of  coverage 

State  plan  with 
total  coverage 

Taxable  wage  ceiling 

Amount 
(millions) 

Percent  of 
total  cost 

Amount 
(millions) 

Percent  of 
total  cost 

$3  600                   -   -.    

0 
$1.9 
5.5 
11.1 
18.2 
26.2 
29.7 
30.5 
30.6 

(Deficit) 

(Deficit) 

0 

1.7 

4.8 

9.7 

15.8 

22.8 

25.8 

26.5 

26.6 

0 

$8.5 
12.8 
17.5 
27.3 
39.1 
53.8 
61.7 
64.4 
64.8 

(Deficit) 

4  323           ---    - --- 

0 

4  683                       - -    - 

5.0 

4  800           --      

7.6 

5  000                       

10.3 

5  400                                    -- 

16.1 

6  000                   -     --    -    --- 

23.1 

7  000                                    

31.8 

8  000                       -- 

36.4 

9,000    .     -   --   

38.0 

10000                  - 

38.3 
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Assumptions 

1.  Benclimark:  These  estimates  are  based  on  the  1959  legislative  bench- 
marks (Report  -1358  #2)  and  must  be  revised  when  1961  legislative 
estimate  benchmarks  become  available. 

2.  Selection:  No  selection  of  better  risks  on  the  part  of  private  carriers 
resulting  in  different  characteristics  as  to  sex,  age,  industry,  occupa- 
tion, earnings  levels,  etc. — this  goes  far  beyond  the  old  "adverse 
selection"  regulation  which  covered  only  female  content  at  incep- 
tion of  plans. 

3.  Assessment  for  benefits  to  the  unemployed: 

a.  Assessments  begin  with  January  1,  1917  ; 

b.  No  interest  credit  used  to  compute  either  the  Extended  Liability 
Account  or  the  prorated  benefits  assessable  to  private  carriers; 

c.  No  ceiling  on  voluntary  plan  assessments ; 

d.  No  suspension  of  assessment  for  1959  ; 

e.  No  difference  of  risk,  either  as  to  personal  characteristics  or  risk 
of  unemployment,  between  state  plan  and  voluntary  plans. 

4.  Administrative  assessment :  No  suspension  of  administrative  assess- 
ment to  private  carriers. 

5.  Division  of  coverage: 

a.  The  proportionate  division  of  coverage  between  state  plan  and 
private  carriers  is  taken  as  it  was  in  fact  for  every  year  through 
1959; 

b.  Coverage  to  remain  constant  with  no  turnover  at  35  percent  vol- 
untary plan  and  65  percent  state  plan  in  1960,  1961,  and  1962. 

Warning:  The  condiiions  listed  are  interrelated  and  dijferent  results   would   he  se- 
cured if  any  icere  taken  separately. 

It  would  be  misleading  to  read  separately  the  figures  in  each  column 
of  the  table  and  to  conclude  that  they  represent  the  result  of  the  ap- 
plication of  one  assumption  isolated  from  the  others. 

The  assumption  as  to  selection,  for  example,  presumes  that  the  aver- 
age risk  and  the  average  taxable  wage  are  the  same  under  state  plan 
coverage  and  under  voluntary  plan  coverage.  The  equality  of  the  av- 
erage taxable  wage  in  the  two  types  of  coverage  affects  the  hypothetical 
assessment  of  benefit  payments  to  the  unemployed  and  the  savings 
accruing,  therefrom,  to  the  state  fund.  Without  the  given  assumption 
on  selection,  the  savings  to  the  state  fund  that  would  have  resulted 
from  the  given  hypothetical  method  of  assessment  for  benefits  to  the 
unemployed  would  have  been  larger  by  several  million  during  the  whole 
period  1947-1962  than  the  table  shows. 

The  assumption  as  to  selection  affects  the  results  of  the  assumption 
on  the  assessment  for  benefits  paid  to  the  unemployed,  but  the  reverse 
is  not  true. 

The  assumptions  of  (a)  the  removal  of  interest  credits  in  the  compu- 
tation, and  (b)  of  the  removal  of  the  ceiling  on  the  assessment  for 
benefits  paid  to  the  unemployed,  also  affect  each  other's  results.  Be- 
cause of  the  existence  of  a  ceiling  of  0.03  percent  of  taxable  wages  of 
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voluntary  plan  assessments  until  1958,  the  interest  credit  was  effective 
in  reducing  the  voluntary  plan  assessments  only  in  1947  and  1948.  In 
1960,  1961,  and  1962,  the  new  high  ceiling  on  prorated  benefits  again 
causes  the  interest  credit  to  reduce  the  assessment.  In  the  intervening 
years  the  interest  credit  was  merely  a  book  transaction  which  had  no 
effect  on  assessments. 

Observation  Re:  Report  435T  #7  by  Assemblyman  Burton 

It  is  to  be  noted  that  an  amount  of  82.7  million  dollars,  plus  16  mil- 
lion dollars  (in  added  compound  interest),  or  a  total  of  98.7  million 
dollars,  would  be  in  the  State  Disability  Fund,  if  the  special  privileges 
and  advantages  of  the  private  carriers  over  the  state  fund  had  not  been 
permitted  for  the  period  (1947-1962). 

EFFECTS  ON  THE  STATE  PLAN  OF  ASSUMING  CANCELED 
VOLUNTARY  PLAN  COVERAGE 
(On  July  1  and  October  1,  1960) 

On  July  1,  1960,  an  estimated  53,000  workers  (currently  reported 
employment)  were  transferred  from  voluntary  plan  to  state  plan  cov- 
erage as  the  result  of  the  cancellation  of  coverage  by  private  carriers. 
On  October  1,  an  additional  92,000  workers  transferred  to  state  plan 
coverage  for  the  same  reason. 

We  have  not  yet  experienced  the  actual  effect  of  this  new  coverage 
on  the  state  fund  during  the  remainder  of  1960,  of  course,  and  no 
records  describing  it  will  be  available  until  the  early  part  of  1961. 
However,  on  the  basis  of  historical  information  relating  to  premiums 
earned  and  benefit  losses  incurred  by  voluntary  plans,  and  on  the  quar- 
terly variations  in  premium  earnings  and  benefit  payments,  the  effect 
of  this  new  coverage  on  the  Disability  Fund  can  be  estimated. 

Such  an  estimate  indicates  that  for  the  remainder  of  1960  for  each 
life  reverting  to  the  state  plan  on  July  1,  1960,  the  state  plan  will  earn 
$11.17  in  premiums  and  will  incur  $17.51  in  benefit  losses,  while  for 
each  life  reverting  to  state  plan  coverage  on  October  1,  1960,  the  state 
plan  will  earn  $4  in  premiums  and  incur  $9.28  in  benefit  losses. 

The  accrual  value  of  this  change  in  insurer  may  be  summarized  as 

follows :  „    .         , ,       ^.  7 

Estimated  premium       Estimated  lenefit  losses 

on  neiD  coverage  on  new  coverage 

accruing  to  State  incurred  hy  State 

Quarter  three   $.381,000  $460,000 

Quarter  four 579,000  1^290.000 

Total  for  1960 960,000  1,750,000 

Therefore  the  estimated  accrued  loss  to  the  state  plan  for  1960  will 
he  $790,000. 

These  estimates  are  only  for  benefits  and  contributions  and  do  not 
include  the  effect  of  the  new  coverage  on  administrative  costs  and  other 
minor  elements. 
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Observation  Re:  Report  435T  #10  by  Assemblyman  Burton 

Current  provisions  of  the  law  are  inadequate  to  protect  the  state 
fund  from  benefit  losses  in  excess  to  premiums  received  as  result  of  the 
cancellation  of  coverage  by  private  carriers  after  the  first  six  or  nine 
months  of  the  benefit  year.  Legislation  to  correct  this  inequity  to  the 
state  fund  is  needed. 

Assembly,  California  Legislature 

December  9,  1960 
Hon.  Thomas  M.  Rees,  Chairman 

Assembly  Finance  and  Insurance  Committee 
State  Capitol,  Sacramento  14,  California 

Dear  Tom  :  In  the  1959  Regular  Session,  Assemblyman  Biddick  in- 
troduced Assembly  Bill  No.  2531  known  as  the  Uniform  Securities 
Act.  This  bill  was  referred  to  the  Judiciary — Civil  Committee  and  in 
view  of  the  interest  which  the  Finance  and  Insurance  Committee  has 
in  the  protection  of  investors,  you  appointed  me  to  serve  with  this  com- 
mittee as  a  representative  of  the  Finance  and  Insurance  Committee. 
Extensive  hearings  were  held  in  Los  Angeles  and  in  San  Francisco 
under  the  chairmanship  of  Assemblyman  William  Biddick. 

A  detailed  report  of  the  findings  of  this  committee  has  been  sub- 
mitted to  Hon.  Ralph  Brown,  Speaker  of  the  Assembly,  and  Members 
of  the  Assembly  with  a  letter  of  transmittal  dated  November  25,  1960, 
signed  by  William  Biddick,  Jr.,  Chairman. 

I  also  cosigned  the  letter  of  transmittal  and  the  report  itself  has  my 
complete  support  and  endorsement. 

Findings  of  the  committee  included  the  following: 

(1)  California's  present  Corporate  Act,  which  has  been  the  basic 
law  for  43  years,  fails  to  provide  adequate  standards  for  the  guidance 
of  legitimate  businesses  to  seek  the  raising  of  capital. 

(2)  Procedural  uniformity  has  been  sadly  lacking  both  in  Cali- 
fornia 's  present  law  and  in  those  of  the  other  49  states. 

(3)  California's  Corporate  Securities  Law  provides  inadequate  pro- 
tection in  the  field  of  secondary  offerings. 

(4)  The  present  law  is  unclear  as  to  when  a  permit  is  required  and 
the  extent,  measure  and  duration  of  civil  liabilities. 

(5)  Present  conflict  of  laws  and  rules  are  inadequate  to  provide  any 
fair  degree  of  predictability. 

(6)  There  is  a  needless  and  wasteful  lack  of  uniformity  between 
registration  procedures  under  the  present  California  law  and  those 
under  the  Federal  Securities  Act. 

(7)  Insufficient  recognition  is  made  under  present  law  of  the  organi- 
zational problems  of  small  business.  The  new  Uniform  Securities  Act, 
in  the  amended  and  polished  form  in  which  it  is  proposed  for  adoption 
in  California,  represents  the  latest  and  best  prepared  effort  to  present 
to  California  and  the  other  states  an  orderly  and  coherent  scheme  of  se- 
curities regulation. 

Seldom  has  any  major  legislation  received  the  attention  of  so  many 
able  students  of  the  problems  involved.  It  is  the  result  of  the  combined 
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efforts  of  the  American  Bar  Association,  the  National  Conference  of 
Commissioners  on  Uniform  State  Laws,  the  Investment  Bankers  As- 
sociation of  America,  the  National  Association  of_  Security  Dealers 
Incorporated,  the  Securities  and  Exchange  Commission,  three  years  of 
study  by  the  Los  Angeles  Bar  Association,  and  after  six  months  of 
study,  tiie  Governors  of  the  State  Bar  of  California  have  endorsed  the 
measure.  Commissioner  of  Corporations  John  Sobieski  has  given  the 
act,  as  amended,  his  full  support. 

Chairman  Biddick  after  the  extensive  hearings  in  San  Francisco  and 
Los  Angeles,  appointed  an  advisory  committee  headed  by  Graham  L. 
Sterling,  1958-1959  President  of  the  State  Bar  with  members  including 
professors  of  law  from  U.C.L.A.  and  University  of  California  at  Berke- 
ley, Assistant  Attorney  General  Herbert  Wenig,  Corporations  Commis- 
sioner John  Sobieski,  investment  banker  William  Hughes,  President  of 
the  Investment  Bankers  Association,  and  attorneys  Eric  Sutcliffe,  San 
Francisco,  James  Irvine,  Los  Angeles;  Van  Cott  Niven,  Los  Angeles; 
Robert  Edwards,  Los  Angeles;  Joseph  Henderson,  San  Jose;  John 
Austin,  San  Francisco ;  and  Bauer  Kramer  of  Oakland.  This  committee 
composed  of  representatives  of  the  critics  of  the  law  as  proposed  in 
1959  as  well  as  its  chief  exponents  agreed  on  amendments  remedying  the 
major  criticisms  of  the  act  during  the  hearings  and  ended  their  long 
and  intensive  work  on  the  subject  in  substantial  agreement  as  to  the 
desirability  of  the  proposed  amendments. 

Whereas  the  federal  law  provides  basically  for  full  disclosure  in  the 
sale  of  securities,  this  Uniform  Securities  Act  as  proposed  will  quite 
properly  go  beyond  this. 

There  are  three  basic  types  of  state  securities  regulations : 

(1)  The  prohibition  against  fraud  in  the  sale  of  securities. 

(2)  Regulations  of  the  security  business  by  regulating  the  people 
engaged  in  the  business,  that  is,  registration  and  discipline  of  dealers, 
brokers  and  salesmen. 

(3)  Registration  or  qualification  of  the  securities  themselves. 

The  Uniform  Securities  Act  covers  all  three  types  of  regulation,  and 
adds  provisions  for  civil  liability  with  specific  remedies  and  a  definite 
period  for  limitation  of  actions  and  provisions  for  determining  applica- 
bility of  the  law  in  interstate  transactions. 

One  of  the  weaknesses  in  the  law  as  introduced  in  the  1959  Session 
was  that  it  put  undue  burden  on  the  family  corporation  and  the  small 
business.  This  has  been  remedied  by  granting  exemptions  for  trans- 
actions pursuant  to  an  offer  of  or  sale  of  securities  provided : 

(1)  No  more  than  10  persons  will  own  all  the  securities  after  sale. 

(2)  The  issuer  files  with  the  commissioner  a  notice  with  _ specified 
basic  information  and  the  commissioner  does  not  disallow  within  five 
business  days. 

(3)  The  certificates  bear  a  legend  showing  that  subsequent  transfers 
are  illegal  unless  the  commissioner's  consent  has  first  been  obtained. 
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A  minimnm  filing  fee  is  provided.  I  understand  that  this  bears  the 
approval  of  Commissioner  John  Sobieski  and  has  been  termed  by  Pro- 
fessor Jennings  of  Boalt  Hall  ' '  The  best  limited  offerings  exemption  in 
the  United  States." 

I  personally  feel  that  this  act  will  provide  maximum  protection  for 
California  investors,  will  serve  as  a  model  for  other  states  in  the  prep- 
aration of  more  uniform  regulation  of  security  sales,  and  that  it  will 
have  the  effect  of  facilitating  the  raising  of  capital  for  legitimate  enter- 
prise in  our  State.  I  feel  that  it  is  a  scholarly  piece  of  legislation  and 
that  it  would  put  the  State  of  California  at  the  forefront  of  all  states 
of  the  union  in  having  the  very  finest  securities  act. 

Kespectfully  submitted, 

Bruce  V.  Reagan 
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Opinion  of  Legislative  Counsel,  re:  "Interest  Rates  of  Lending  Institutions"    (Oc- 
tober 5,  1959). 
Memorandum   re :    "Regulation   of   Charges   Under   the   Personal   Property   Brokers 
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State  Banking  Department   (December,  1959). 
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Memorandum   re:    "Operation   of   Bankamericard,"    courtesy   of   Bank   of   America 

(January,  1960). 
Memorandum  re:   "The  Credit  Union  Tax  Position,"  courtesy  of  California  Credit 
Union  League   (March,  1960). 

PERIODICALS 
"An  Analysis  of  Laws  Governing  Loan  Companies,"  The  Minute  Booh   (September, 

1957).  ^ 
"Final  Report  of  the  Assembly  Interim  Committee  on  Finance  and  Insurance  Sub- 
committee on  Lending  and  Fiscal  Agencies,"  AssemUy  Interim  Committee  Reports 
1951-59    (March,  1959). 
"Excessive  Discounts,"  Realtor's  Headlines  (October,  1959). 
"Interest  Rates,"  Realtor's  Headlines  (October,  1959). 
"The  Credit  Union  Tax  Position,"  Credit  Union  Bridge   (February,  1960) 
"Credit  Risk  and  Credit  Rationing,"  Quarterly  Journal  of  Economics   (May,  1960). 
"Should  Lenders  Tell  Borrowers  the  Truth?"  Credit  Union  Bridge  (June,  1960). 
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1  These  reference  materials  were  used  in  the  study  conducted  by  the  Lending  Institu 

2  The  ^committee"  staff  found  especially  valuable  the  research  made  on  the  history  of 

consumer  credit  legislation  by  Messrs.  Boren,  Davee,  Schwartz,  Steinman  and 
Williams.  The  timely  publication  of  this  exhaustive  worlt  made  it  possible  tor 
the  staff  to  devote  its  attention  to  other  pressing  matters,  thereby  foregoing  con- 
siderable research  not  completed  at  that  juncture. 
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"Agency  May  Ask   Savings-Loan  for  Prior  Notice  of  Dividend   Rises   to  Restrain 

Rates,"  Wall  Street  Journal   (April  25,  1960). 
"Senator  Proposes  Law  to   Unveil  True  Cost  of  Installment  Credit,"  Los   Angeles 

Mirror  News   (May  31,  1960). 
"Cheaper  Credit :  Bankers  Foresee  First  Drop  in  Business  Loan  Charges  Since  19.58," 

Wall  Street  Journal   (June  2,  1960). 
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LETTER  OF  TRANSMIHAL 

Assembly  Interim  Committee  on 
Public  Utilities  and  Corporations 
Sacramento  14,  California,  January  2,  1961 

Honorable  Ralph  M.  Brown, 
Speaker  of  the  Assembly;  and 
HonoraMe  Members  of  the  Assembly 
State  Capitol 

Dear  Speaker  Brown  and  Members  :  Pursuant  to  House  Resolution 
No.  326  of  the  1959  California  Legislature,  your  Assembly  Interim 
Committee  on  Public  Utilities  and  Corporations  submits  its  report 
covering  its  functions  and  activities  during  the  1959-61  interim. 

The  work  of  the  committee  was  divided,  the  full  committee  studying 
some  subjects  and  subcommittees  other  subjects.  However,  the  recom- 
mendations submitted  in  this  report  have  been  approved  by  all  mem- 
bers of  this  interim  committee. 

This  report  represents  all  work  done  by  the  Interim  Committee 
except  for  the  study  of  House  Resolution  No.  358,  relative  to  pay  tele- 
vision, which  will  be  submitted  as  a  separate  report. 

Respectfully  submitted, 

Rex  M.  Cunningham,  Chairman 
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HOUSE  RESOLUTION  NO.  326 

Relative  to  Constituting  Certain  Standing  Committees 
of  the  Assembly  as  Interim  Committees 

Resolved  hy  the  Assemlly  of  the  State  of  California,  as  follows: 

1.  The  following  standing  committees  of  the  Assembly  are  hereby 
constituted  Assembly  interim  committees  and  are  authorized  and 
directed  to  ascertain,  study  and  analyze  all  facts  relating  to  (1)  the 
subjects  and  matters  assigned  to  them  by  this  resolution;  (2)  any 
subjects  or  matters  referred  to  them  by  the  Assembly;  (3)  any  subjects 
or  matters  related  to  (1)  or  (2)  which  the  Committee  on  Rules  shall 
assign  to  them  upon  request  of  the  Assembly  or  upon  its  own  initiative ; 
***** 
(s)  The  Committee  on  Public  Utilities  and  Corporations  is  assigned 
the  subject  matter  of  the  Public  Utilities  Code  and  the  Corporations 
Code,  all  uncodified  laws  relating  thereto,  and  other  matters  relating  to 
public  utilities  and  corporations. 

***** 
This  is  extracted  from  House  Resolution  No.  326,  which  established 
all  Assembly  Interim  Committees  for  the  period  between  the  1959  and 
1961  General  Legislative  Sessions.  The  full  text  of  House  Resolution 
No.  326,  as  passed  by  the  Assembly,  is  found  in  the  Assembly  Journal 
of  June  18,  1959  on  pages  5764  to  5767. 
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Recommendations  to  the  1961  Legislature  of  the 

Assembly  interim  Committee  on  Public  Utilities  and  Corporations 

Covering  Subjects  Under  Study  During  the  1959-61  Interim 

HOUSE  RESOLUTION  NO.  28 
Relative  to  Air  Transportation 
^,J,¥.  committee  recommends  that  the  Legislature  amend  the  Public 
Utilities  Code  m  order  that  any  airline  or  charter  airline  operating 
wholly  withm  the  State  of  California,  or  airline  or  charter  airline 
operating  without  a  certificate  of  public  convenience  from  the  Federal 
Civil  Aeronautics  Board,  or  other  federal  agency  designated  to  issue 
such  certificate,  be  required  to  obtain  a  California  certificate  of  public 
convenience  from  the  California  Public  Utilities  Commission 

i  he  sole  exception  to  this  control  by  the  California  Public  Utilities 
Commission  shall  pertain  to  air  safety,  currently  under  the  exclusive 
jurisdiction  of  the  federal  government. 

HOUSE  RESOLUTION  NO.  337 
Relative  to  an  Interim  Study  of  the  Los  Angeles 
Metropolitan  Transit  Authority 
Because  of  the  tremendous  amount  of  opposition  presented  to  this 
committee   by   various   organizations   and   local   government   agencies 
to  proposed  changes  in  the  Los  Angeles  Metropolitan  Transit  Author- 
ity Act    as  presented  to  this  committee  by  the  authority,  the  com- 
mittee feels  that  even  though  there  is  a  definite  need  for   a  mass 
rapid  transit  system  in  the  Los  Angeles  metropolitan  area  the  com- 
mittee cannot,  without  further  study,  recommend  definite  legislative 
changes  m   the   act. 

The  committee  recommends  that  the  legislative  changes  requested 
by  the  Los  Angeles  Metropolitan  Transit  Authority  be  given  further 
study  m  order  that  more  accord  between  all  parties  concerned  mav 
be  accomplished  before  changes  in  the  Los  Angeles  Metropolitan 
Iransit  Authority  Act  are  recommended  or  enacted. 

HOUSE  RESOLUTION   NO.  358 

Relative  to  a  Study  of  Subscription  Box  Office  and  Pay  Television 

(The  recommendations,  summary  and  findings  on  the  subiect  of 
House  Resolution  No.  358  are  printed  in  a  separate  report). 
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HOUSE  RESOLUTION  NO.  382 
Relative  to  an  Interim  Study  of  Railroad  Transportation  Needs  and  Policies 

«  ^f  +>iP  rlivpro-ent  views  on  this  subject  and  since  the  com- 

luctstry  ^nfa^^lulturl  Therefore,  the  committee  makes  no  reeom- 
mendation  on  this  subject  at  this  time. 

HOUSE  RESOLUTION  NO.  386 

Relative  to  an  interim  Study  of  the  Regulation  of  Railroads  and 

Other  Utilities  by  the  Public  Utilities  Commission 

The  committee  directed  the  Public  Utilities  Commis^on  to  advise 

it   of   their   disposition   of   all   complaints   received   from  the   perioa 

Sentembei  24    1959    which  was  the  date  of  the  fi^'^t  heading  on  the 

September  ^^'  ^^^.  '  ^^q    rj.^^  committee  was  informed  that  the  com- 

subject,  to  June  .^^'/f  ^^ ,  ^,^^  .^%9  informal  complaints.  All  but  six 

mission  had  received  a  total  or  lua  miuimai  l-v    i  ,      -.^q 

nithp^P  were  received  from  the  railroad  brotherhoods.   0±  the  luy 

cLplaTntl  86  had  been  corrected  by  negotiation  of  the  commission  s 

staT  n  were  under  negotiation  and  investigation,   six  were  found 

to  be  unwarranted  and  tlie  commission  on  its  own  motion  has  msti- 

nt^^^m^rrW^^l^^^^^^^^  -^/  on  th.  sub^e.    was^^^^^^^^^^ 

to  bring  forth  for  the  first  time  the  procedures  followed  by  tbej^^^bhc 
UtiS  Commission  in  the  processing  of  ^-mal  and  mf orm^^^^ 
plaints.  The  committee  believes  that  the  procedure  of  l^andlmg  these 
Lmplaints  is   adequate   at  the,  present  time,   however     t  will   con- 
tinue to  maintain  its  interest  in  the  protection  of  the  employees 
railroads.  ^^^^^  RESOLUTION  NO.  405 

Relative  to  on  Interim  Study  of  the  Sale  of  Business  Franchises 

FoUowing  the  initial  hearing  held  on  this  subject  on  December  1 

1959     the  Committee   learned   that   the   Assembly   Judiciary    (Civil) 

Interim  CoZittee  planned  an  extensive  study  with  relation  to  this 

subjecTby  their  Subcommittee  on  Prepaid  Service  Contracts  of  Health 

'"ifteTrelwSg  the  Judiciary  (Civil)  Committee's  recommendations 
to  the  1961  legislature  in  this  field  the  committee  endorses  the  intent 
of  these  recommendations. 

INSTALLATION  AND  RELOCATION  OF  PUBLIC  UTILITY  FACILITIES 
Predicated  on  its  study  of  this  problem  the  committee  recommends 
.i,fl  thP  T  pSslature   in  its  1961  Session,  adopt  a  resolution  commend- 

tion  and  relocation  of  public  utility  facilities. 


HOUSE  RESOLUTION  NO.  28 

BY  MR.  LUNARDI 

Relative  to  Air  Transportation 

Whereas,  Under  existing  law  the  California  Public  Utilities  Com- 
mission exercises  jurisdiction  over  intrastate  rates  of  air  transporta- 
tion companies,  but  does  not  exercise  jurisdiction  over  auj^  other  subject 
of  regulation  as  applied  to  air  commerce ;  and 

"Whereas,  The  Federal  Civil  Aeronautics  Board  does  not  exercise 
regulatory  jurisdiction  over  any  of  the  intrastate  activities  of  air 
carriers  in  California,  other  than  safety  matters ;  and 

Whereas,  The  Public  Utilities  Commission  has  received  numerous 
complaints  concerning  purely  intrastate  service  of  air  transportation 
companies  over  which  neither  the  Civil  Aeronautics  Board  nor  the 
Public  Utilities  Commission  has  jurisdiction;  now  therefore,  be  it 

Resolved  hy  the  AssemUy  of  the  State  of  California,  That  the  sub- 
ject matter  of  this  resolution  is  assigned  to  the  Assembly  Committee  on 
Kules  for  reassignment  by  it  to  the  Assembly  Interim  Committee  on 
Public  Utilities  and  Corporations  or  to  such  other  interim  committee 
as  the  Committee  on  Kules  deems  proper.  Such  committee  shall  report 
thereon  to  the  Assembly  by  not  later  than  the  fifth  calendar  day  of  the 
1961  Kegular  Session  of  the  Legislature,  including  in  its  report  its 
recommendations  for  any  appropriate  legislation  relating  to  the  subject 
matter  of  this  resolution  and  particularly  any  legislation  relating 
to  the  jurisdiction  of  the  Public  Utilities  Commission  over  the  intra- 
state activities  of  air  carriers  in  California. 

HEARINGS  HELD  ON  HOUSE  RESOLUTION   NO.  28 

Four  hearings  were  held  by  the  committee  throughout  the  State  as 
follows:  October  6,  1960,  City  Hall,  Eedding;  October  7,  1960,  City 
Hall,  Fresno ;  October  11,  1960,  City  Hall,  Ventura ;  October  11,  1960, 
Farm  Bureau  Building,  El  Centro.  The  above  mentioned  locations  were 
picked  since  the  committee  felt  that  the  major  metropolitan  areas 
were  quite  capable  of  enforcing  their  demands  for  adequate  air  service 
whereas  other  areas  might  not  be  quite  so  fortunate. 

PERSONS  APPEARING  AND  TESTIFYING  BEFORE  THE  COMMITTEE 

J.  FLOYD  ANDREWS,  Pacific  Southwest  Airlines 

WILLIAM  S.  COBURN,  City  Manager,    City  of  Porterville 

TOM  CROSON,  AVest  Coast  Airlines 

.JAY  P.  DB'LEAU,  Ventura  Chamber  of  Commerce 

CHARLES  F.  DENNY,  Redding  Chamber  of  Commerce 

WILMER  J.  GARRETT,  Superintendent  of  Airports,  City  of  Fresno 

M.  J.  GAGNON,  Senior  Transportation  Expert,  California  Public  Utilities 

Commission 
RALSTON  O.  HAWKINS,  Bonanza  Air  Lines 

B.  FRANKLIN  KNAPP,  Fresno  City  &  County  Chamber  of  Commerce 
MAX  A.  KING,  Pacific  Air  Lines 
LEV  McINTOSH,  Manager,  Imperial  County  Airi">ort 

(9) 


10  REPORT  ON  PUBLIC  UTILITIES  AND   CORPORATIONS     " 

WILLIAM  T.  MIDDLBTON,  Trans- World  Airlines,  Inc. 
HELEN  EWING  NELSON,  Office  of  Consumer  Counsel 
BURCK  SMITH,  American  Airlines,  Inc. 
J.  STANLEY  STROUD,  Air  Transport  Association 
W.  R.  THIGPEN,  Air  Transport  Association 

REASON  FOR  INTRODUCTION  OF  HOUSE  RESOLUTION  NO.  28 

Official  and  quasi-official  agencies  within  California  have  received 
numerous  complaints  concerning  intrastate  service  of  air  transportation 
companies  and  neither  the  Civil  Aeronautics  Board  nor  any  state 
agency  has  been  able  to  do  anything  about  it.  Generally  the  type  of 
complaints  received  cover  such  areas  as  sale  of  tickets  for  a  given 
flight  in  excess  of  the  seating  capacity,  cancellation  of  flights  after 
tickets  have  been  purchased  or  the  inability  of  reaching  a  harmonious 
understanding  as  to  the  requirements  of  the  carrier  regarding  recon- 
firmation of  flights. 

PRESENT  JURISDICTION  OVER  AIR  TRANSPORTATION 
COMPANIES  IN  CALIFORNIA 

At  the  present  time  the  California  Public  Utilities  Commission 
exercises  jurisdiction  over  the  intrastate  rates  of  air  transportation 
companies  operating  in  California,  (see  Exhibit  I — Public  Utilities 
Commission  General  Order  No.  105- A)  However,  no  state  agency  is 
authorized  to  control  services  or  certification  of  operating  rights  of  air 
carriers  not  controlled  by  the  Civil  Aeronautics  Board,  (see  Exhibit 
II — Legislative  Counsel  opinion  No.  5077,  dated  November  4,  1960) 

The  Civil  Aeronautics  Board  does  not  exercise  jurisdiction  over  any 
of  the  intrastate  activities  of  air  carriers  in  California,  other  than 
safety  matters.  In  this  regard,  the  Federal  Government  has  complete 
control  throughout  these  United  States  of  any  air  carrier  activity,  as 
well  as  military  air  activity. 

POSITION  OF  CERTIFICATED  AIR  CARRIERS 
TESTIFYING  BEFORE  COMMITTEE 

It  was  the  general  position  of  the  many  certificated  air  carriers 
testifying  before  the  committee  that  the  scheduled  airlines  operating 
in  interstate  and  foreign  commerce  are  comprehensively  and  in  great 
detail  regulated  by  the  federal  government  and  that  state  regulation 
imposed  upon  such  airlines  would  not  cover  an  area  now  devoid  of 
regulation  but  would  result  in  duplicating  regulation  already  imposed 
by  the  federal  government. 

Testimony  given  by  the  air  carriers  certificated  by  the  Civil  Aero- 
nautics Board  indicated  that  they  would  not  oppose  the  inclusion  of 
noncertificated  and  wholly  intrastate  airlines  under  the  jurisdiction 
of  the  Public  Utilities  Commission  of  the  State  of  California. 

POSITION  OF  NONCERTIFICATED  AIR  CARRIER  AND  OTHER 
GROUPS  TESTIFYING  BEFORE  COMMITTEE 

Testimony  received  from  a  noncertificated  air  carrier  now  doing 
business  in  California  and  other  groups  testifying  at  the  various  loca- 
tions where  hearings  were  held  on  this  subject  gave  the  committee  the 


REPORT  ON  PUBLIC  UTILITIES  AND  CORPORATIONS  11 

impression  that  there  was  no  objection  to  placing  jurisdiction  of  non- 
certificated  air  carriers  under  the  Public  Utilities  Commisson  of  the 
State  of  California,  and,  in  fact,  in  most  cases  was  recommended. 

FINDINGS  OF  THE  COMMITTEE 

As  a  result  of  the  four  hearings  held  throughout  the  State  in  October, 
1960,  the  committee  determined  the  following  facts: 

1.  There  is  presently  no  control  or  protection  for  the  general  public 
over  airline  or  charter  airline  operations  operating  wholly  within  the 
State  of  California  and  supplying  intrastate  service. 

2.  All  interstate  airline  operations  are  issued  a  certificate  of  public 
convenience  and  are  controlled  by  the  Federal  Civil  Aeronautics 
Board.  The  issuance  of  this  certificate  also  brings  within  the  control 
of  the  Civil  Aeronautics  Board  all  intrastate  operations  otf  those  com- 
panies receiving  such  a  certificate. 

3.  The  regulatory  powers  executed  by  the  California  Public  Utilities 
Commission  relative  to  the  intrastate  operation  of  air  carriers  in  Cali- 
fornia is  founded  in  the  Constitution  of  the  State  of  California  in 
Article  12,  Sections  17,  20,  21  and  22  thereof.  These  regulatory  powers 
concern  themselves  with  rates  charged  for  air  service  and  do  not  apply 
with  regard  to  service  or  certification  of  operating  rights  of  air 
carriers. 

RECOMMENDATIONS  OF  THE  COMMITTEE 

The  committee  recommends  that  the  Legislature  amend  the  Public 
Utilities  Code  in  order  that  any  airline  or  charter  airline  operating 
wholly  within  the  State  of  California,  or  airline  or  charter  airline 
operating  without  a  certificate  of  public  convenience  from  the  Federal 
Civil  Aeronautics  Board  or  other  Federal  Agency  designated  to  issue 
such  certificate,  be  required  to  obtain  a  California  certificate  of  public 
convenience  from  the  California  Public  Utilities  Commission. 

The  sole  exception  to  this  control  by  the  Califfornia  Public  Utilities 
Commission  shall  pertain  to  air  safety,  currently  under  the  exclusive 
jurisdiction  of  the  federal  government. 


EXHIBIT  I 

Public  Utilities  Commission  of  the  State  of  California 

General  Order  No.  105-A 

Cancels 

General  Order  No.  105 

RULES  GOVERNING  THE  FORM  AND  FILING  OF  TARIFFS 
ISSUED  BY  AIR  TRANSPORTATION  COMPANIES 

Adopted  December  1,  1959  ;  Effective  December  21,  1959 
Adopted  by  Decision  No.  59328  in  Case  No.  5693 
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AIR  TRANSPORTATION   COMPANY  TARIFFS 

Section  1— Definitions 

Rule 

1  DEFINITIONS 

1.1  Air  Transportation  Company 

"Air  Transportation  Company"  includes  every  individual,  firm,  copartner- 
ship, corporation,  company,  association  or  joint  stock  association,  their 
lessees,  trustees,  receivers,  or  trustees  appointed  by  any  court  whatsoever, 
engaged  in  the  transportation  by  air  of  persons  or  property  as  a  common 
carrier  for  compensation  between  termini  within  the  State.  The  term  "air 
transportation  company"  does  not  include  express  companies  or  freight 
forwarders. 

1.2  Baggage 

"Baggage"  means  such  personal  property  as  is  necessary  or  appropriate 
for  the  wear,  ease,  comfort  or  convenience  of  the  passenger  for  the  pur- 
poses of  his  trip. 

1.3  Person(s) 

"Person  (s)"  means  passengers  and  their  baggage. 

1.4  Property 

"Property"  means  freight. 

1.5  Rate(s) 

"Rate(s)"  includes  rates,  fares,  charges,  rules,  and  classifications  applica- 
ble to  the  transportation  of  persons  or  property. 

1.6  Tariff 

"Tariff"  means  an  original  publication,  supplements,  amendments  or  re- 
vised  pages   thereto,   or   reissues   thereof. 

Section  2— Filing  and  Form  of  Tariffs 

2  FILING  AND  POSTING 

2.1  Filing 

Every  air  transportation  company  shall  issue  and  file  with  the  Commis- 
sion tariffs  showing  the  rates  for  the  transportation  of  persons  and  prop- 
erty as  a  common  carrier  for  compensation  between  termini  within  the 
State.  In  filing  such  tariffs  air  transportation  companies  and  their  agents 
shall  transmit  three  copies  of  each  such  tariff,  supplement,  amendment  or 
revised  page  to  the  Commission  in  one  package  and  under  one  letter  of 
transmittal.  If  a  receipt  is  desired,  the  letter  of  transmittal  must  be  sent 
in  duplicate,  one  copy  of  which  will  be  stamped  and  returned  as  a  receipt. 

2.2  Copies  for  Air  Carriers 

The  letter  of  transmittal  of  each  tariff  submitted  for  filing  without  specific 
authority  from  this  Commission  shall  list  the  names  and  addresses  of  the 
head  office  of  each  air  transportation  company  operating  a  scheduled 
service  between  points  to  which  the  tariff  applies  and  shall  contain  a 
certification  that  a  copy  of  such  tariff  has  been  served  upon  or  mailed  to 
each  such  air  transportation  company  named  at  the  address  shown  or  a 
certification  that  no  other  air  transportation  company  operates  a  scheduled 
service  between  the  points  to  which  the  tariff  applies.  Failure  to  list  such 
names  and  addresses  or  omission  of  such  certification  may  result  in  sus- 
pension of  the  tariff  pursuant  to  Rule  10  of  this  General  Order. 

2.3  Posting 

A  copy  of  each  tariff  shall  be  kept  for  public  inspection  at  each  office  of 
an  air  transportation  company  where  transportation  covered  by  the  tariff 
is  offered  for  sale. 

2.4  Usual  Filing 

All  tariffs  must  be  issued  and  filed  with  the  Commission  at  least  30  days 
prior  to  the  effective  date  thereof,  except  as  provided  in  Rule  2.6,  or  unless 
otherwise    specifically    authorized   by   the    Commission. 

3— L-2048 
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2.5  Filing  of  Changes  Resulting  in  No  Increase 

Changes  in  a  rate  not  resulting  in  an  increase  may  be  made  by  an  air 
transportation  company  on  not  less  than  30  days'  notice  to  the  Commis- 
sion and  to  the  public  by  filing  with  the  Commission  an  appropriate  tarifP. 
Unless  rejected  or  suspended  by  the  Commission,  such  rate  shall  become 
effective  upon  the  effective  date  shown  in  the  tariff. 

2.6  Automatic   Short   Notice   Filings 

a.  Tariffs  may  be  isued  and  filed  on  not  less  than  5  days'  notice  to  the 
Commission  and  to  the  public  prior  to  the  effective  date  thereof  for  any 
of  the  following  purposes : 

1.  To  publish  tariffs  of  newly  established  air  transportation  companies. 

2.  To  publish  rates  governing  a  new  type  of  service  not  involving  an 
increase. 

3.  To  publish  rates  for  service  to  new  points. 

b.  The  letter  transmitting  tariffs  filed  ^nder  this  rule  shall  clearly  ex- 
plain  the  purpose  of  the   filing. 

c.  Tariffs  filed  on  not  less  than  5  days'  notice  under  authority  of  this  Rule 
2.6  shall  bear  the  following  statement  at  the  bottom  of  the  title  page  of 
each  complete  tariff  or  supplement  or  on  each  revised  page  filed  sepa- 
rately : 

"Issued  under  authority  of  Rule  2.6  of  General  Order  No.  105-A. 

3  TARIFF  FORM  AND  CONTENT 

3.1  Form 

Tariffs  may  be  printed,  mimeographed,  typewritten,  or  otherwise  processed, 
provided,  however,  that  all  copies  shall  be  clear  and  legible. 

3.2  Tariff  Number 

Each  air  transportation  company  .shall  file  tariff's  under  its  own  consecu- 
tive numbers  beginning  with  Cal.  P.U.C.  No.  1.  An  agent  shall  file  under 
his  own  series  of  Cal.  P.U.C.  numbers  beginning  with  Cal.  P.U.C.  No.  1. 

3.3  Title  Page 

The  title  page  of  each  tariff  shall  show  : 

a.  The  Cal.  P.U.C.  number  of  the  tariff  in  the  upper  left-hand  corner,  and 
immediately  thereunder  the  Cal.  P.U.C.  number  of  any  tariffs  canceled 
thereby. 

b.  The  name  of  the  issuing  air  transportation  company  or  agent. 

e.  A  statement  indicating  the  kind  of  tariff;  whether  the  tariff  contains 
local  or  joint  rates,  or  is  a  tariff  of  rules  and  regulations,  or  a  combi- 
nation thereof. 

d.  A  brief  but  reasonably  complete  statement  of  the  territory  within  which, 
or  the  points  from  and  to  or  between  which,  the  rates  or  rules  apply. 

e.  The  date,  if  any,  with  which  the  tariff  expires,  together  with  a  reference 
to  the  Commission  decision  containing  the  order  authorizing  such  expira- 
tion date  if  an  increase  in  rates  will  result  therefrom  and  a  notation 
that  the  tariff  is  issued  under  authority  of  and  in  compliance  with  such 
decision. 

f.  The  date  on  which  the  rates  and  rules  will  become  effective,  on  the 
lower  right-hand  corner;  and  the  date  on  which  the  publication  is 
issued,  on  the  lower  left-hand  corner. 

g.  The  name,  title,  and  address  of  the  person  issuing  the  tariff,  near  the 
bottom  of  the  page. 

3.4     Contents  of  Tariff 

Every  tariff  shall  contain  : 

a.  The  name  of  participating  carriers. 

b.  Such  explanatory  statements  as  may  be  necessary  to  remove  all  doubts 
as  to  the  proper  application  of  rates  and  rules  contained  in  the  tariff. 

c.  Rules  which  govern  the  application  of  rates,  or  proper  reference  to  the 
tariff  (s)  containing  such  rules. 
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d.  If  the  same  tariff  contains  rates  applicable  to  the  transportation  of 
both  property  (other  than  passengers'  baggage)  and  persons  such  rates 
shall  be  stated  in  separate  passenger  and  property  sections  of  the  tariff. 

e.  Rates  shall  be  stated  in  cents  or  dollars  of  the  United  States  together 
with  the  correct  name  of  the  places  from  and  to  which  they  apply, 
except  that  rates  may  be  expressed  as  a  fraction  or  percentage  of  other 
rates  so  stated  provided  the  application  of  such  fraction  or  percentage 
is  clearly  stated. 

3.5  Reissues 

a.  When  a  tariff  is  reissued  the  new  tariff  shall  bear  the  next  Cal.  P.U.C. 
number  in  the  series  and  shall  specify  on  its  title  page  the  Cal.  P.U.C. 
number  of  the  tariff  being  canceled. 

b.  The  Commission  may  direct  the  reissue  of  a  tariff. 

3.6  Amendments 

a.  A  book  or  pamphlet  tariif  may  be  amended  by  filing  a  supplement  con- 
structed generally  in  the  same  manner  and  arranged  in  the  same  order 
as  the  tariff  being  amended,  and  referring  to  the  page,  item  or  index 
of  the  tariff  or  previous  supplement  which  it  amends. 

b.  A  loose-leaf  tariff  may  be  amended  by  reproducing  the  entire  page  on 
whicli  the  change  is  being  made,  and  by  filing  the  new  page  as  a  con- 
secutively numbered  revision  of  the  previous  page,  e.g.,  First  Revised 
Page  10.  A  loose-leaf  tariff  may  be  amended  by  supplementing  for  the 
purpose  of  canceling,  suspending,  or  vacating  suspension  of  the  tariff 
as  set  forth  in  Rule  5. 

4     SPECIAL  APPLICATION  REQUIREMENTS 

4.1  Increases 

Rates  may  not  be  increased  or  so  altered  as  to  result  in  an  increase  except 
upon  specific  authority  granted  by  the  Commission  prior  to  the  taking 
effect  of  the  increase. 

4.2  Authority  for  Short  Notice 

a.  Except  as  authorized  by  Rule  2.6  above,  tariffs  may  be  filed  on  less 
than  30  days'  notice  only  upon  specific  authority  granted  by  the 
Commission. 

b.  Tariffs  filed  on  less  than  30  days'  notice  under  authority  of  Rule  4.2 
shall  bear  the  following  statement  at  the  bottom  of  the  title  page  of 
each  complete  tariff  or  supplement  or  on  each  revised  page  filed  sep- 
arately : 

"Issued  under  authority  of  Cal.  P.U.C.  Decision  No. ," 

or   "Issued  by   authority  of  Rule  4.2   of  General  Order  No. 
105-A,  Permission  No. ." 

4.3  Application  Required 

a.  Specific  authority,  referred  to  in  Rules  4.1  and  4.2,  may  be  requested 
by  submitting  an  application  to  the  Commission  with  supporting  in- 
formation. 

b.  When  filing  rate  increase  applications,  the  applicant  air  transportation 
company  shall  comply  with  Rule  23  of  the  Commission's  Rules  of 
Procedure  relating  to  rate  increase  applications.  When  filing  applica- 
tions requesting  specific  authority  referred  to  in  Rules  4.1  and  4.2  the 
applicant  air  transportation  company  shall  name  in  the  application  and 
mail  a  copy  thereof  to  each  air  transportation  company  operating  a 
scheduled  service  between  points  to  which  the  tariff  applies,  to  the 
State,  when  the  State  is  a  customer  the  rates  charged  to  which  would 
be  affected  by  any  proposed  increase  in  rates,  and  to  the  counties,  or 
the  municipal  corporations  whose  citizens  would  be  affected  by  any 
proposed  increase  in  rates,  and  shall  name  any  other  parties  to  whom 
copies  of  the  application  will  be  mailed,  and  applicant  shall  promptly 
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^"^'  notify  the  Commission  of  such  mailing.  The  applicant  shall  also  mail 

Copies  to  such  additional  parties  and  within  such  times  as  may  be 
designated  by  the  Commission, 
c  In  lieu  of  mailing  to  the  State,  the  counties,  or  the  municipal  corpora- 
tfon  hereinabove  indicated,  an  applicant,  within  ten  days  after  filing 
the  application,  may  publish  once  a  notice  m  general  terms,  of  any 
proposed  increase  in  rates,  in  a  newspaper  of  general  circulation  m  the 
coSor  city  in  which  the  rate  increases  are  proposed  to  become 
effective  Such  notice  shall  advise  the  State,  the  counties,  and  the 
mun  cipal  corporations  which  may  be  interested  m  the  application  that 
Tcopy  thereo  may  be  obtained  from  the  applicant  upon  request.  Proof 
of  such  publication  shall  be  filed  with  the  Commission  at  or  prior  to  the 
opening  of  such  hearing  as  may  be  had  upon  the  application. 

SUSPENSION  OR  VACATION  SUPPLEIviENTS 

^•^  UnonTecTipt  of  the  Commission's  order  of  suspension  the  air  transporte- 
Ln  company  or  agent  shall  immediately  file  a  supplement  stating  that  the 
rate  STder  suspension  and  may  not  be  used  until  further  notice. 

^■^  Unoftceipt  of  the  Commission's  order  of  vacation  of  a  suspension  order 
Vhe  air  triJsportation  company  or  agent  shall  immediately  file  a  supple- 
ment statingThe  date  on  which  suspended  rates  become  effective. 

^■^  tuspen^on  and  vacation  supplements  shall  bear  the  following  statement 
at  the  bottom  of  the  title  page  :                           ^     .  .       t.t  » 

"Issued  under  authority  of  Cal.  P.U.C.  Decision  No 


5 


Section  3— Legal  Provisions 

5     APPLICATION  OF  TARIFFS  . 

^,.  nir  transportation  company  shall  charge,  demand,  collect,  or  receive  a  differ- 

'^  "?\lon3e?rthe'comm^^sLn,  nor"^^^         to  any  corporation  or  person 
except  upon  order  of  the  t.omm^^^^  of  passengers  or  property  except 

STa^e\:gu£SrLd\'niformly'extended  to  all  corporations  and  persons. 

7     FREE  OR  REDUCED  RATES 

Air  transportation  companies  may  issue  or  interchange  tickets  or  passes  for 
free  or  r?du  ed  rate  transportation  to  their  directors,  officers  and  employees 
.nd  their  immediate  families;  witnesses  and  attorneys  attending  any  legal  m- 
f-I.fLTn  which  any  such  air  transportation  company  is  mterested ;  persons 
^^^^^r.V^^Icciders  and  physicians  and  nurses  attending  such  persons;  and 
'"'''  t^l  orTo^anf  pioperty  with  the  object  of  providing  relief  in  the  case 
:r.eneraTeiidemirpe  ilencfor  other  calamitous  visitation.  Air  transporta^ 
^LtcomoaSermay  issue  reduced  rate  transportation  to  bona  fide  mmisters  of 
reUgion  otSer  male  or  female  members  of  the  clergy  and  traveling  secretaries 
of  religious  organizations. 

8  REASONABLENESS 

All  rates  demanded  or  received  by  any  air  transportation  company,  or  by  any 
fwo  or  more  ah  transportation  companies,  for  any  service  rendered  or  to  be 
rrndered  shalf  be  just'and  reasonable.  Every  unjust  or  unreasonable  charge 
demanded  or  received  for  such  service  is  unlawful. 

9  DISCRIMINATION  . 

No  undue  or  unreasonable  discrimination  in  charges  or  facilities  for  transpor- 

fltion  shall  be  made  by  any  air  transportation  company  between  places  or  per- 

ons    or  in  the^acTlities  fJr  the  transportation  of  the  same  classes  of  freight 

or  p'assengers  within  this  State.  It  shall  be  unlawful  for  any  air  transportation 
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company  to  charge  or  receive  any  greater  compensation  in  the  aggregate  for  the 
transportation  of  passengers  or  of  like  kind  of  property  for  a  shorter  than  for 
a  longer  distance  over  the  same  line  or  routes  in  the  same  direction,  the  shorter 
being  included  within  the  longer  distance,  or  charge  any  greater  compensation 
as  a  through  rate  than  the  aggregate  of  the  intermediate  rates.  Provided,  how- 
ever, that  upon  application  to  the  Commission  an  air  transportation  company 
may,  in  special  cases,  after  investigation,  be  authorized  by  the  Commission  to 
charge  less  for  longer  than  for  shorter  distances  for  the  transportation  of  per- 
sons or  property  and  the  Commission  may  from  time  to  time  prescribe  the  extent 
to  which  such  air  transportation  company  may  be  relieved  from  the  prohibition 
to  charge  less  for  the  longer  than  for  the  shorter  haul.  The  Commission  shall 
have  the  power  to  authorize  the  issuance  of  excursion  and  commutation  tickets 
at  special  rates. 

10  REPARATIONS 

When  complaint  has  been  made  to  the  Commission  concerning  any  rate  of  an 
air  transportation  company,  and  the  Commission  has  found,  after  investigation, 
that  the  air  transportation  company  has  charged  an  unreasonable,  excessive, 
or  discriminatory  amount  therefor,  the  Commission  may  order  that  the  air 
transportation  company  make  due  reparation  to  the  complainant  therefor,  with 
interest  from  the  date  of  collection  if  no  discrimination  will  result  from  such 
reparation.  No  order  for  the  payment  of  reparation  upon  the  ground  of  unrea- 
sonableness shall  be  made  by  the  Commission  in  any  instance  wherein  the  rate 
in  question  has,  by  formal  finding,  been  declared  by  the  Commission  to  be 
reasonable,  and  no  assignment  of  a  reparation  claim  shall  be  recognized  by  the 
Commission  except  assignments  by  operation  of  law  as  in  cases  of  death,  in- 
sanity, bankruptcy,  receivership,  or  order  of  court. 

11  SUSPENSION  OF  RATES  OR  RULES 

Whenever  any  tariff,  or  tariff  amendment,  stating  a  rate  is  filed  with  the 
Commission  pursuant  to  Rule  2.5  or  Rule  2.6  of  this  General  Order  rather  than 
pursuant  to  specific  authority  from  this  Commission,  the  Commission  may, 
either  upon  complaint  or  upon  its  own  initiative,  at  once  and  if  it  so  orders 
without  answer  or  other  formal  pleadings  by  the  interested  air  transportation 
company  or  companies,  but  upon  reasonable  notice,  enter  upon  a  hearing  con- 
cerning the  propriety  of  such  rate.  Pending  the  hearing  and  the  decision  thereon 
such  rate  shall  not  go  into  effect.  The  period  of  suspension  of  such  rate  shall 
not  extend  more  than  120  days  beyond  the  time  when  it  would  otherwise  go 
into  effect,  unless  the  Commi-ssion  extends  the  period  of  suspension  for  a  further 
period  not  exceeding  six  months.  On  such  hearing  the  Commission  shall  estab- 
lish rates  which  it  finds  to  be  just  and  reasonable. 

Issued  by  order  made  at  San  Francisco,  California,   this  1st  day  of  December, 
1959 

PUBLIC  UTILITIES  COMMISSION  OF  THE 

STATE  OF  CALIFORNIA 
By  R.  J.  PAJALicn,  Secretary 
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EXHIBIT   II 

Office  of  Legislative  Counsel 
Sacramento,  California,  November  4,  1960 

Honorable  Rex  M.  Cunningham 
1558  East  Main  Street 
Ventura,  California 

Control  of  Intrastate  Air  Lines 
No.  5077 
DEAR  MR.  CUNNINGHAM  : 

QUESTION 

You  have  requested  us  to  supplement  our  opinion  to  you  dated  June  9,  1960  (Air 
Transportation  Companies  No.  3962),  in  whicli  we  discussed  the  jurisdiction  of  the 
Public  Utilities  Commission  over  scheduled  air  transportation  in  California. 

In  this  connection,  you  now  inquire  whether  tKere  is  any  other  state  agency  m 
California  which  has  any  authority  to  control  rates,  schedules,  or  safety  of  opera- 
tion of  intrastate  airlines. 

OPINION 

In  our  opinion,  there  is  no  such  other  state  agency,  although  the  California 
Aeronautics  Commission  has  certain  limited  powers  in  the  field  of  aeronautics. 

ANALYSIS 

In  our  earlier  opinion,  referred  to  above,  we  pointed  out  that  the  control  of 
intrastate  rates  of  common  carriers  by  air  is  subject  to  the  jurisdiction  of  the 
California  Public  Utilities  Commission;  that  air  safety  regulations  of  the  federal 
government  have  occupied  that  field  to  the  exclusion  of  state  regulations ;  and  that 
with  respect  to  air  schedules,  there  is  nothing  now  in  the  California  law  which  gives 
the  Public  Utilities  Commission  regulatory  authority. 

The  only  other  state  agency  which  has  any  authority  in  the  field  of  aeronautics 
is  the  State  Aeronautics  Commission  which  was  created  by  the  State  Aeronautics 
Commission  Act  (Pt.  1,  commencing  with  Section  21001,  of  Division  9  of  the  Public 
Utilities  Code).  That  commission  has  certain  powers  and  duties  with  respect  to  the 
encouragement  of  the  development  of  aeronautics  in  the  State,  but  it  is  specifically 
provided  in  the  act  that  the  State  recognizes  the  authority  of  the  federal  government 
to  regulate  the  operation  of  aircraft  and  to  control  the  use  of  the  airways,  and  that 
nothing  in  the  act  shall  be  construed  to  give  the  Aeronautics  Commission  the  power 
to  regulate  and  control  safetv  factors  in  the  operation  of  aircraft  or  to  control 
the  use  of  the  airwavs  (Sec.  21240,  P.U.C).  There  is  nothing  in  the  State  Aero- 
nautics Commission  Act  v>rhich  purports  to  give  the  Aeronautics  Commission  any 
authority  to  control  the  rates,  schedules,  or  safety  of  operation  of  intrastate  air- 
lines. .      ,      /-,       i-.   i- 

We  have  found  nothing  elsewhere  in  the  California  statutes  or  m  the  Constitution 
which  purports  to  give  any  authority  over  rates,  schedules,  or  safety  of  operation  of 
intrastate  airlines  to  any  other  state  agency. 

Very  truly  yours, 

Ralph  N.  Kleps 
Legislative  Counsel 

By  Robert  G.  Hinshaw 
Deputy   Legislative   Counsel 


HOUSE  RESOLUTION   NO.  337 

BY  MR.  CHARLES   H.  WILSON 

Relative  to  an  Interim  Study  of  the  Los  Angeles 
Metropolitan  Transit  Authority 

Resolved  by  the  Assenihly  of  the  State  of  California,  That  the  subject 
matter  of  the  Los  Angeles  Metropolitan  Transit  Authority,  including 
all  phases  of  its  operations,  the  relationship  between  the  Authority  and 
private  transit  companies  operating  within  the  same  territory,  proposals 
for  modern  rapid  transit,  and  all  other  phases  of  the  transportation 
problems  in  the  Los  Angeles  metropolitan  area,  is  assigned  to  the 
Committee  on  Rules  for  further  assignment  by  it  to  an  appropriate 
Assembly  interim  committee,  which  committee  is  directed  to  report  to 
the  Assembly  on  such  matter  not  later  than  the  fifth  calendar  day  of 
the  1961  Regular  Session  of  the  Legislature. 

HEARINGS  HELD  BY  SUBCOMMITTEE 

A  subcommittee  of  this  committee  held  hearings  in  Los  Angeles  on 
September  28  and  29,  1960,  on  the  subject  of  proposed  changes  in  the 
Los  Angeles  Metropolitan  Transit  Authority  Act. 

PERSONS  APPEARING  AND  TESTIFYING  BEFORE  SUBCOMMITTEE 

FRANK  ATKINSON,  President,  South  Los  Angeles  Transportation  Company  and 
Atkinson  Transportation  Company 

GEORGE  BALLARD,  Brotherhood  of  Railroad  Trainmen 

MELVIN  H.  BUNTING,  Lee's  Auto  Stage  Lines 

ERROL  BURNS,  Director  of  Real  Estate,  Los  Angeles  Board  of  Education 

W.  PAUL  BUTLER,  President,  Riverside  Taxicab  Company 

EARLE  WM.  BURKE,  Councilman,  City  of  Burbank 

TALMAGE  BURKE,  Mayor,  City  of  Alhambra 

JAMES  C.  CARSON,  Cross  Town  Suburban  Bus  Lines,  Inc. 

JOHN  J.  CAYER,  General  Counsel,  Cross  Town  Suburban  Bus  Lines,  Inc. 

HARRY  CHESHIRE,  JR.,  General  Counsel,  Automobile  Club  of  Southern  Cali- 
fornia 

ROBERT  G.  COCKINS,  City  Attorney,  City  of  Santa  Monica 

PETER  DRAKE,  Owner  and  Manager,  Terminal  Island  Transit  Company 

A.  J.  EYRAUD,  Chairman,  Los  Angeles  Metropolitan  Transit  Authority 

WILLIAM  F.  FARELL,  Superintendent,  Santa  Monica  Municipal  Bus  Lines 

C.  M.  GILLISS,  Director,  Los  Angeles  Metropolitan  Transit  Authority 

RICHARD  J.  GLASSCOCK,  President,  San  Bernardino  Transit  Company 

CHARLES  K.  HACKLER,  California  Teamsters  Legislative  Council 

WILLIAM  H.  T.  HOLDEN,  Society  of  Professional  Engineers 

MRS.  FAUSTINA  N.  JOHNSON,  Manager,  South  Los  Angeles  Chamber  of  Com- 
merce 

PETER  JOHNSON,  Vice-President,  City  School  Bus  System 
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HENRY  E.  JORDAN,  Bureau  of  Franchises  and  Public  Utilities,  City  of  Long 
Beach 

GERALD  KELLY,  General  Counsel,  Los  Angeles  Metropolitan  Transit  Authority 

WILLIAM  A.  KNIGHT,  Executive  Vice-President,  Tanner  Gray  Line  Motor  Tours 

ROBERT  LANDIER,  Manager,  San  Pedro  Motor  Bus,  Inc. 

DOMINIC  A.  MANNING,  Owner,  M  &  M  Charter  Bus  Line 

JOHN  M.  MARTIN,  Los  Angeles  Chamber  of  Commerce 

JOHN  E.  McCarthy,  Manager,  Pasadena  Chamber  of  Commerce  and  Civic 
Association 

MRS.  CLARA  McDONALD,  President,  Patriotic  People  of  U.S.A. 

IRVAN  MENDENHALL,  President,  Daniel,  Mann,  Johnson  and  Mendenhall 

CLAUDE  MINARD,  General  Counsel,  California  Railroad  Association 

JOHN  MUNHOLLAND,  Attorney,  Long  Beach  M;otor  Bus  Company 

ART  NAY,  President,  California  Bus  Lines 

R.  V.  RATCHFORD,  General  Chairman,  Brotherhood  of  Railway  Clerks 

EMERSON  RHYNER,  Attorney,  State  Department  of  Public  Works 

CARROLL  M.  SHAW,  International  Vice-President,  Transportation  Union 

ROBERT  M.  SHILLITO,  General  Manager,  Downtown  Businessmen's  Association 
of  Los  Angeles 

ROBERT  J.  SWAN,  Long  Beach 

LELAND  J.  THOMPSON,  City  Attorney,  City  of  Riverside 

L.  E.  TIMBERLAKE,  Councilman,  City  of  Los  Angeles 

WILLIS  E.  URICK,  JR.,  Attorney,  Railway  Express  Agency 

WINSTON  R.  UPDEGRAFF,  Southern  California  Representative,  League  of  Cali- 
fornia Cities 

BRUCE  WHITED,  President,  Golden  Bear  Sightseeing 

SCOPE  OF  SUBCOMMITTEE  STUDY 

The  Los  Angeles  Metropolitau  Transit  Authority  was  created  by  the 
Los  Angeles  Metropolitan  Transit  Authority  Act,  passed  by  the  1957 
Legislature.  The  legislative  policy  that  prompted  the  adoption  of  the 
Act  creating  the  Authority  is  stated  in  Section  1.1  of  the  Public 
Utilities  Code,  Appendix  I,  as  follows : 

''It  is  hereby  declared  to  be  the  policy  of  the  State  of  California 
to  develop  mass  rapid  transit  systems  in  the  various  metropolitan 
areas  within  the  State  for  the  benefit  of  the  people.  A  necessity 
exists  within  Los  Angeles  County  (hereinafter  sometimes  called 
''metropolitan  area")  for  such  a  system.  Because  of  the  numerous 
separate  municipal  corporations  and  unincorporated  populated 
areas  in  the  metropolitan  area  hereinbefore  described,  only  a 
specially  created  authority  can  operate  effectively  in  said  metro- 
politan area.  Because  of  the  uuique  problem  presented  by  that 
metropolitan  area  and  the  facts  and  circumstances  relative  to  the 
establishment  of  a  mass  rapid  transit  system  therein,  the  adoption 
of  a  special  act  and  the  creation  of  a  special  authority  is  required." 

Following  some  two  and  one-half  years  of  operation,  the  Los  An- 
geles Metropolitan  Transit  Authority  presented  to  this  committee  sev- 
eral proposed  changes  in  the  Legislative  Act  of  1957  which  the  au- 
thority felt  necessary  to  bring  about  the  fulfillment  of  a  mass  rapid 
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transit  system  as  envisioned  by  the  State  Legislature.  As  a  part  of  the 
justification  for  these  proposed  changes,  a  presentation  was  made  to 
the  committee  of  a  rather  extensive  study  made  of  all  transit  systems, 
to  determine  what  should  be  built  in  Los  Angeles,  where  it  should  be 
built  and  how  much  it  would  cost. 

As  to  where  it  should  be  built,  the  report  recommends  four  routes 
which  will  economically  support  rapid  transit  at  the  present  time. 
These  routes  are  to  Santa  Monica,  Long  Beach,  San  Bernardino  and 
the  San  Fernando  Valley  and  include  74.9  miles  of  rapid  transit.  Four 
additional  rapid  transit  routes  appear  to  be  necessary  within  the  next 
twenty  years.  These  are  to  Santa  Ana,  Ingiewood,  Pasadena  and  San 
Fernando.  The  eight  routes  comprise  150  miles  of  rapid  transit. 

Of  the  more  than  forty  different  types  of  transit  equipment  included 
m  this  study,  three  basic  types  could  be  adapted  for  rapid  transit  in 
the  Los  Angeles  metropolitan  area.  They  are:  (1)  suspended  monorail 
type  of  construction;  (2)  saddle  bag  monorail  type  of  construction; 
and  (3)  metro  system  type  of  equipment.  The  metro  system  appears 
to  be  the  most  economical  of  the  three  for  Los  Angeles  installation. 

The  estimated  total  cost,  including  reserves,  is  $529,000,000  for  what 
appears  to  be  the  most  economical,  reasonably  feasible  rapid  transit 
system.  It  includes  two  and  one-half  miles  of  underground  construction, 
some  fifty  miles  of  overhead  construction  and  some  twenty  miles  of 
surface  transportation. 

In  order  to  proceed  to  get  a  mass  rapid  transit  system  located  and 
constructed,  the  following  deletions,  additions  and  amendments  to  the 
Los  Angeles  Metropolitan  Transit  Authority  Act  appear  to  be  the  most 
controversial  of  those  requested  by  the  Metropolitan  Transit  Authority : 

1.  Section  4.26  be  added  to  the  present  Act,  providing  that  when 
any  group  requires  the  authority  to  temporarily  or  pernianently  dis- 
connect, remove,  relocate  or  alter  any  of  its  facilities  for  any  reason, 
that  the  authority  be  reimbursed  for  the  cost  of  such  relocation. 

2.  Section  2.7  be  amended  to  authorize  the  authority  to  transport 
express.  Upon  acquiring  predecessor  private  companies"^  the  authority 
has  continued  transporting  the  express  shipments  which  their  predeces- 
sors handled  previously. 

3.  Section  3.6  be  amended  deleting  the  right  of  the  authority  to 
contract  with  a  private  corporation  for  the  purpose  of  operating  the 
system,  a  power  the  authority  does  not  desire. 

4.  Amend  Section  3.11  to  require  the  mechanical  condition  of  equip- 
ment^ used  by  the  authority  to  meet  the  safety  regulations  of  the 
Public  Utilities  Commission,  which  deletes  from  the  present  law  the 
requirement  that  the  operation  of  the  transit  facilities  by  the  authority 
meet  the  Public  Utilities  Commission's  safety  regulations  for  compar- 
able street  railway  and  bus  systems. 

5  Amend  Section  4.6  to  give  the  authority  the  right  to  condemn 
public  property  or  privately  owned  public  utility  property  without 
their  consent  for  rights-of-way.  This  right  is  already  given  to  the  au- 
thority for  private  property.  This  amended  section  would  also  provide 
that_  where  property  is  already  dedicated  or  appropriated  for  public 
use  It  may  be  condemned  and  taken  by  the  authority  for  rights-of-way, 
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beiug  deemed  a  more  necessary  use  than  the  public  use  to  which  the 
property  has  already  been  appropriated. 

6.  Amend  Section  4.8  to  give  the  authority  a  right-of-way  easement 
in,  upon,  over,  under  or  across  public  streets,  highways,  freeways  and 
other  public  places  without  the  necessity  of  obtaining  any  permit  of 
any  kind  or  consent  of  and  without  the  payment  of  any  charge,  fee  or 
consideration  of  any  kind  to  the  city,  county  or  state  having  jurisdic- 
tion over  such  public  property. 

7.  Amend  Section  4.21  to  permit  the  authority  to  negotiate  for  either 
a  part  or  all  of  a  publicly  or  privately  owned  public  utility  on  terms 
mutually  acceptable  to  ea'^ch  party.  The  option  to  sell  either  a  part  or 
all  of  such  a  public  utility  is  at  the  option  of  the  seller.  The  amended 
section  provides  that  the  purchase  price  shall  not  exceed  the  fair 
market  value  of  the  property  to  be  purchased.  If  the  sale  has  not  been 
negotiated,  and  the  authority  proposes  to  establish  any  mass  rapid 
transit  service  or  system  in  such  manner  or  form  as  will  substantially 
divert  or  reduce  the  patronage  or  revenues  of  the  existing  system,  then 
a  sixty  day  notice  of  the  proposal  shall  be  given  by  the  authority  to 
the  existing  system.  Until  the  expiration  of  the  sixty  day  notice,  the 
existing  public  utility  system  shall  have  the  sole  discretion  and  option 
to:  (1)  require  the  authority  to  purchase  that  portion  of  the  existing 
system  affected  by  the  establishment  of  the  proposed  system  by  the 
authority;  or  (2)'^require  the  authority  to  purchase  all  of  the  existing 
system  of  the  public  utility.  If  the  public  utility  elects  the  relief 
described  in  (1)  and  (2)  above,  then  within  ninety  days  after  notice 
of  such  election  to  the  authority,  or  within  ninety  days  after  any  liti- 
gation as  a  result  of  activity  under  this  section,  the  authority  shall 
notify  the  public  utility  involved  that  it  will  abandon  or  has  abandoned 
the  proposed  service  until  it  has  completed  the  purchase  of  all  or  the 
affected  part  of  the  existing  system  of  the  public  utility. 

A  provision  in  the  present  Act  which  allows  injunctive  relief  to  any 
public  utility  whose  patronage  or  revenues  are  diverted  or  lessened 
by  an  act  of  the  authority,  would  be  deleted  by  this  amendment.  The 
approval  of  the  sale,  or  partial  sale,  of  a  publicly  owned  public  utility 
by  the  electors  of  the  public  corporation  owning  the  public  utility  will 
no  longer  be  required  under  the  amendment.  The  approval  by  the  legis- 
lative body  of  the  public  corporation  owning  the  public  utility  is  all 
that  would  be  required  for  consent  of  sale  to  the  authority. 

The  proposed  amendment  would  also  provide  that  no  publicly  owned 
or  privately  owned  public  utility  shall  establish  any  mass  rapid  transit 
system  which  will  substantially  divert  or  reduce  the  patronage  or 
revenues  of  the  system  operated  by  the  authority.  Injunctive  relief  is 
granted  to  the  authority  to  stop  any  violation  of  this  section  under 
this  proposed  amendment. 

8.  Section  4.22  be  repealed,  deleting  the  permissive  requirement  that 
when  the  authority  acquires  an  existing  privately  owned  system  or 
portion  thereof,  it  may  pay  to  the  public  corporation  concerned  prop- 
erty taxes  or  franchise  payments  which  have  heretofore  been  paid  by 
the  public  utility  acquired. 
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9.  Section  5.41  be  repealed,  deleting  the  requirement  that  bonds 
issued  under  the  Los  Angeles  Metropolitan  Transit  Authority  Act  be 
subject  to  investigation  and  certification  by  the  California  District 
Securities  Commission  to  determine  whether  said  bonds  are  adequately 
secured  and  the  revenues  of  the  authority  sufficient  to  pay  the  principal 
and  interest  of  the  bonds. 

10.  Section  5.42  be  repealed,  deleting  the  authority's  right  to  com- 
mence action  in  Superior  Court  to  determine  the  right  to  issue  bonds 
and  their  validity. 

11.  Section  6.11  be  repealed,  deleting  the  requirement  that  the  au- 
thority not  discontinue  or  abandon  transit  services  on  any  route  of  a 
publicly  or  privately  owned  public  utility  acquired  by  the  authority 
except  upon  substitution  by  the  authority  of  equal  services  without 
cost  to  the  taxpayer. 

12.  Section  11.2  be  repealed,  deleting  a  section  which  would  permit 
the  creation  of  transit  districts  in  certain  areas  where  public  transit 
needs  exist  but  economic  engineering  studies  do  not  show  sufficient 
income  to  support  financing  by  the  authority's  revenue  bonds. 

13.  Sections  21458  and  22500  of  the  Vehicle  Code  be  amended  au- 
thoriznig  the  Metropolitan  Transit  Authority  to  establish  red  bus  zones 
lor  use  by  authority  vehicles  only,  including  establishing  bus  zones 
m  front  of  public  and  private  driveways. 

Additional  recommendations  of  the  authority  did  not  appear  to  be 
of  a  controversial  nature,  though  many  public  and  quasi-public  agencies 
requested  more  time  to  review  the  authority 's  proposals. 

The  proposals  of  the  Los  Angeles  Metropolitan  Transit  Authority  did 
meet  with  near  unanimous  opposition  from  cities,  private  bus  operators 
organizations  and  others  testifying.  Many  of  those  testifying  requested 
more  time  to  review  the  scope  of  the  proposals  and  the  many  state- 
ments received  by  the  committee  appear  as  exhibits  and  appendices  to 
the  transcript  of  the  hearing  held  on  September  28  and  29  in  Los 
Angeles.  All  statements  are  available  for  inspection  in  the  committee 
office  and  are  not  included  in  this  report  due  to  the  limitation  of  space. 

This  committee  was  immensely  impressed  with  the  unanimity  of 
agreement  of  all  who  testified  that  the  Los  Angeles  metropolitan  area 
needed  an  effective  mass  rapid  transit  system  to  supplement  its  free- 
way system  and  needs  this  system  as  rapidly  as  possible.  While  they 
disagree  with  the  specific  proposals  in  their  present  form,  they  do  not 
disagree  with  the  need  for  the  rapid  transit  program  which  the  Metro- 
politan Transit  Authority  is  attempting  to  formulate. 

FINDINGS  OF  THE  SUBCOMMITTEE 

1.  The  subcommittee  finds  that  extensive  changes  appear  to  be  nec- 
essary in  the  Los  Angeles  Metropolitan  Transit  Authority  Act  of  1957 
m  order  that  the  authority  can  fulfill  the  intent  of  the  1957  Act. 

2.  Presently,  there  is  no  apparent  disagreement  among  cities,  civic 
organizations  and  others  on  the  need  for  mass  rapid  transit  facilities 
m  the  Los  Angeles  metropolitan  area. 

3.  There  is  extreme  disagreement  on  many  of  the  proposals  submitted 
to  this  subcommittee  by  the  Los  Angeles  Metropolitan  Transit  Au- 
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thority  The  subcommittee  feels,  however,  that  while  the  disagreement 
appears  substantive,  it  is  not  unreasonable  to  assume  that  compromises 
of  the  various  areas  of  disagreement  are  probable.  On  Nevember  2J, 
1960  the  Committee  Chairman  was  notified  by  letter  from  Mr.  C.  M. 
Gilliss  Executive  Director  of  the  Los  Angeles  Metropolitan  Transit 
Authority,  that  meetings  and  conferences  had  been  held  with  many  ol 
the  cities  and  other  groups  who  had  opposed  the  proposed  changes  in 
the  MTA  Act  and  that  these  meetings  and  conferences  had  resulted  m 
some  understandings,  some  compromises  and  some  amendments  to  the 
original  proposals.  In  some  instances,  amendments  were  mutually 
agreed  upon.  In  other  instances,  modifications  have  been  made  that 
partially  satisfy  the  opposition.  \  , 

4  There  has  not  been  adequate  time  during  the  interim  period  tor 
the  committee  to  do  the  type  of  thorough,  comprehensive  study  which 
is  necessary  to  adequately  resolve  the  complex  problems  facing  the 
citizens  of  the  Los  Angeles  metropolitan  area  in  the  formation  of  a 
mass  rapid  transit  system. 

RECOMMENDATIONS  OF  THE  SUBCOMMITTEE 

Because  of  the  tremendous  amount  of  opposition  presented  to  this 
committee  by  various  organizations  and  local  government  agencies  to 
proposed  changes  in  the  ^Los  Angeles  Metropolitan  Transit  Authority 
Act,  as  presented  to  this  committee  by  the  authority,  the  committee  feels 
that  even  though  there  is  a  definite  need  for  a  mass  rapid  transit  system 
in  the  Los  Angeles  metropolitan  area  the  committee  cannot,  without 
further  study,  recommend  definite  legislative  changes  in  the  Act. 

The  committee  recommends  that  the  legislative  changes  requested 
by  the  Los  Angeles  Metropolitan  Transit  Authority  be  given  further 
study  in  order  that  more  accord  between  all  parties  concerned  may 
be  accomplished  before  changes  in  the  Los  Angeles  Metropolitan  Transit 
Authority  Act  are  recommended  or  enacted. 


HOUSE  RESOLUTION  NO.  358 

BY  MR.  CUNNINGHAM  AND   OTHERS 

Relative  to  a  Study  of  Subscription,  Box  Oflfice  and  Pay  Television 

Resolved  hy  the  Assembly  of  the  State  of  California,  That  the  subject 
matter  of  subscription,  box  office  and  pay  television  is  assigned  to  the 
Committee  on  Rules  for  reassignment  by  it  to  an  appropriate  interim 
committee. 

The  committee  shall  study  all  facts  and  circumstances  relating  to 
the  subject  of  this  resolution,  including  a  study  of  the  actual  functions 
of  this  new,  competitive  entertainment  industry,  and  its  impact  upon 
the  economy  and  the  culture  of  the  State  of  California,  as  a  means  of 
determining  the  need  or  the  lack  of  need,  the  advisability  or  the  in- 
advisability,  for  legislation,  and  shall  report  its  findings  and  its  rec- 
ommendations to  the  Legislature  not  later  than  the  fifth  calendar  day 
of  the  1961  Regular  Session  of  the  Legislature. 

(The  recommendations,  summary  and  findings  on  the  subject  of  House 
Resolution  No.  358  are  printed  in  a  separate  report.) 
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HOUSE  RESOLUTION  NO.  382 

BY  MR.  HAWKINS 

Relative  to  an  Interim  Committee  Study  of  Railroad 
Transportation  Needs  and  Policies 

Whereas,  Railroad  transportation  continnes  to  be  a  vital  factor  in 
the  growth  of  freight  and  passengers;  and 

Whereas,  It  is  desirable  to  maintain  this  service  at  its  highest  peak 
in  relationship  with  other  modes  of  transportation  and  consistent  with 
the  needs  of  onr  indnstries  and  people ;  and 

Whereas,  Continued  high  levels  of  employment  in  the  railroad  in- 
dustry are  highly  important  to  onr  economy;  now  therefore,  be  it 

Resolved  hy  the  Asscj)ihhj  of  the  ^^tafe  of  California,  That  the  sub- 
ject matter  of  this  resolution  is  assigned  to  the  Committee  on  Rules 
for  further  assignment  by  it  to  an  appropriate  Assembly  interim  com- 
mittee, which  committee  is  directed  to  report  to  the  Assembly  on  such 
subject  matter  not  later  than  the  fifth  day  of  the  1961  Regular  Session 
of  the  Legislature. 

SCOPE  OF  THE  COMMITTEE  STUDIES 

This  study  dealt  witli  the  subject  of  railroad  employment.  This  sub- 
ject was  considered  preliminarily  at  the  committee  meeting  of  August 
24,  1960.  At  that  time  Mr.  E.  A." McMillan,  Chairman,  California  State 
Legislative  Committee,  Brotherhood  of  Railway  and  Steamship  Clerks 
and  member  of  the  Executive  Committee,  Railroad  Brotherhood  Legis- 
lative Board,  was  the  only  witness  appearing  and  testifying  on  this 
subject.  Mr.  McMillan  made  it  clear  that  his  organization  would  sponsor 
a  similar  measure  in  1961. 

The  measure  under  study  provided  that  no  discontinuance  of  a  rail- 
road line  or  operation  would  be  authorized  unless  provision  is  tirst 
made  protecting  employees  for  a  minimum  of  four  years  thereafter  so 
that  they  would  be  in  no  worse  position  with  respect  to  their  employ- 
ment. 

Since  only  one  group  has  testified  on  this  subject  and  the  committee 
has  not  had  an  opportunity  to  give  consideration  to  possible  divergent 
views,  no  recommendations  can  be  made  at  this  time. 

RECOMMENDATIONS  OF  THE  COMMITTEE 

Because  of  the  divergent  views  on  this  subject  and  since  the  commit- 
tee has  received  no  demonstrated  interest  in  this  subject,  having  heard 
only  the  recommendations  of  one  group,  the  committee  feels  that  testi- 
mony must  be  received  from  all  parties  concerned  including  industry 
and  agriculture.  Therefore,  the  committee  makes  no  recommendation 
on  this  subject  at  this  time. 
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HOUSE  RESOLUTION  NO.  386 

BY  MR.  CUNNINGHAM 

Relative  to  an  Interim  Committee  Study  of  the  Regulations  of  Railroads 
and  Other  Utilities  by  the  Public  Utilities  Commission 

Resolved  hy  the  AssemUy  of  the  State  of  California,  That  the  subject 
matter  of  the  regulation  of  railroads  and  other  utilities  under  the  juris- 
diction of  the  Public  Utilities  Commission,  including  but  not  limited  to 
safety  regulations  and  orders  of  the  Public  Utilities  Commission,  the 
procedures  of  the  commission  in  enforcing  its  regulations,  the  proce- 
dures of  the  commission  in  handling  complaints,  the  methods  and  pro- 
cedures of  investigation,  hearings  and  findings  and  the  methods  of 
reporting  or  publishing  thereof,  is  assigned  to  the  Committee  on  Rules 
for  reassignment  by  it  to  an  appropriate  interim  committee,  which 
committee  shall  report  to  the  Assembly  not  later  than  the  fifth  calendar 
day  of  the  1961  Regular  Session  of  the  Legislature. 

HEARINGS  AND  FIELD  STUDIES  HELD  BY  COMMITTEE 

Two  hearings  and  a  field  trip  were  conducted  by  the  committee  in 
its  study  of  the  subject  matter  of  House  Resolution  No.  386.  Hearings 
were  held  in  San  Francisco  on  September  24,  1959  and  in  Los  Angeles 
on  August  24,  1960.  A  field  study  was  conducted  on  August  25,  1960 
at  the  Taylor  Yard  of  the  Southern  Pacific  Railroad  Company  and  the 
Hobart  Yard  of  the  Santa  Fe  Railroad  Companj^,  both  in  the  Los 
Angeles  area,  where  the  committee  observed  working  conditions  and 
actual  operations  of  these  railroads. 

PERSONS  APPEARING  AND  TESTIFYING  BEFORE  COMMITTEE 
WILLIAM  M.  BENNETT,  Chief  Counsel,  California  Public  Utilities  Commission 

PATRICK  D.  BURKE,  Angel  City  Lodge  No.  806,  Brotherhood  of  Railway  Carmen 
of  America 

RODERICK  B.  CASSIDY,  Assistant  Chief  Counsel,  California  Public  Utilities 
Commission 

WILLIAM  V.  ELLIS,  Chairman,  California  State  Legislative  Board,  Brotherhood 
of  Locomotive  Firemen  and  Enginemen 

C.  M.  GIBBENS,  General  Vice-President,  Brotherhood  of  Railway  Carmen  of 
America 

JAMES  E.  HOWE,  Chairman,  California  Legislative  Board,  Brotherhood  of  Rail- 
road Trainmen 

EVERETT  C.  McKEAGE,  President,  California  Public  Utilities  Commission 

E.  A.  MCMILLAN,  Chairman,  California  State  legislative  Committee,  Brotherhood 

of  Railway  and  Steamship  Clerks 
E.   F.    McNAUGHTON,    Director,    Utilities    Division,    California    Public    Utilities 

Commission 
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G.  R.  MITCHELL,  Chairman,  California  State  Legislative  Committee,  Brotherhood 

of  Locomotive  Engineers 
JAMES    W.    MULGREW,    Director,    Transportation    Division,    California    Public 

Utilities  Commission 
O.  K.  PRENTISS,  Legislative  Representative,  Order  of  Railway  Conductors  and 

Brakemen 
IRVING  SARNOFF,  Lodge  No.  601,  Brotherhood  of  Railway  Carmen  of  America 
ROBERT  WALKER,  Lodge  No.  357,  Brotherhood  of  Railway  Carmen  of  America 

REASON  FOR  INTRODUCTION  OF  HOUSE  RESOLUTION  NO.  386 

During  the  1959  Regular  Session  of  the  Legislature  several  Assem- 
bly Bills  relating  to  the  health  and  safety  of  railroad  employees  were 
referred  to  the  Assembly  Public  Utilities  ahd  Corporations  Committee. 
These  bills  caused  much  controversy  and  confusion.  The  proponents^  of 
the  measures  contended  such  legislation  was  necessary  to  cure  specific 
problems  relating  to  railroad  employees'  health  and  safety. 

The  opponents  of  the  bills  contended  that  legislation  was  unnecessary 
and  that  the  California  Public  Utilities  Commission  had  adequate 
power  under  the  State  Constitution  and  existing  law  to  correct  any 
situation  by  general  safety  orders. 

Due  to  the  wide  area  of  controversy  and  the  confusion  surrounding 
these  Assembly  Bills  it  was  recommended  that  they  be  sent  to  the 
Assembly  Rules  Committee  in  order  that  the  subject  matters  could  be 
made  a  matter  of  interim  study.  Subsequently,  House  Resolution  No. 
386  was  introduced  to  cover  the  subject  matter  of  all  Assembly  Bills 
relative  to  health  and  safety  of  railroad  employees. 

FACTUAL  INVESTIGATION  OF  HOUSE  RESOLUTION  NO.  386 

At  the  first  hearing  held  on  this  subject  on  September  24,  1959,  testi- 
mony given  by  the  Public  Utilities  Commission  representatives  indi- 
cated to  the  committee  that  the  primary  safety  function  is  to  assure 
that  operations  are  conducted  in  a  manner  which  will  prevent  accidents. 
For  this  purpose,  regular  programs  have  been  established  for  the  study 
and  review  of  carrier  operations.  Complaints  received  by  the  commis- 
sion, both  formal  and  informal,  aid  and  supplement  the  other  work 
and  contribute  to  the  overall  safety  program. 

An  essential  part  of  regulatory  safety  work,  where  it  is  necessary  or 
advisable  is  to  establish  rules  and  regulations  of  general  application. 
With  this  framework  of  basic  rules  all  concerned  are  aware  of  the 
standards  which  must  be  met  and  the  procedures  which  must  be  fol- 
lowed to  achieve  safety  of  operations  and  to  avoid  accidents. 

These  basic  rules  have  been  developed  over  the  years  and  have  been 
promulgated  in  a  series  of  commission  directives  described  as  general 
orders.  These  general  orders  are  based  on  extensive  studies  by  commis- 
sion staff  members,  by  carrier  and  employee  representatives  and  by 
others  involved  in  safety  work. 

In  addition  to  railroad  safety  activities  of  the  commission  staff  in 
connection  with  promulgation  of  general  orders,  specific  studies  are 
made  by  the  staff  when  such  studies  are  required  or  particular  problems 
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arise.  During  the  past  five  years  the  staff  has  studied  the  following  sub- 
jects : 

1.  Carrier  operating  rules. 

2.  Development  and  use  of  2-way  radio  in  train  operations. 

3.  The  performance  of  train  an  engine  crews. 

4.  Tests  of  block  signal  indications. 

5.  Installation  of  walks  and  handrails  on  bridges  and  trestles. 

6.  Prevention  and  detection  of  railroad  car  hot  boxes  on  freight 
car  equipment. 

7.  Ill  effects  from  diesel  locomotives  exhaust  fumes. 

8.  Ill  effects  from  dust  of  locomotive  sanders. 

9.  Adequacy  of  electric  lighting  facilities  in  cabooses. 

10.  Adequacy  of  locomotive  headlights. 

11.  Ability  of  locomotive  front  ends  to  withstand  impact. 

12.  Installation  and  maintenance  of  locker  rooms. 

13.  Installation  of  fresh  pure  drinking  water  in  locomotives  and  ca- 
booses. 

14.  Adequacy  under  full  crew  law  of  train  crews  to  safely  perform 
their  duties. 

15.  Installation  of  mufflers  on  diesel  locomotives  to  reduce  noise  in 
populated  areas. 

16.  Blocking  of  public  highways  and  streets  by  freight  trains. 

17.  Installation  and  maintenance  of  railroad  wayside  signs. 

18.  Working  conditions  and  facilities  for  railroad  train  dispatchers. 

19.  Installation    and   maintenance    of   diesel   locomotive   inspection 
facilities. 

20.  Maintenance  of  train  indicator  boxes  on  locomotives. 

In  addition  the  commission  staff  investigates  informal  complaints 
made  to  the  commission.  The  evidence  disclosed  that  any  person  might 
institute  an  investigation  by  the  commission  staff  by  the  simple  process 
of  placing  his  complaint  in  a  letter.  The  informal  complaints  are  han- 
dled first  of  all  at  staff  level  and  the  procedure  is  to  make  an  investi- 
gation in  the  field  of  each  informal  complaint.  Usually  in  the  case 
of  complaints  filed  by  the  railroad  brotherhoods,  both  the  brotherhoods 
and  the  carriers  are  contacted  during  the  course  of  the  investigation 
in  an  effort  to  bring  about  an  area  of  agreement.  Sometimes  it  is  found 
that  the  complaint  is  fully  justified  and  the  railroad  is  perfectly  will- 
ing to  remove  the  cause  of  the  complaint.  More  often  the  staff  finds 
that  the  matter  is  one  which  must  be  compromised  and  an  endeavor 
is  made  to  bring  about  a  satisfactory  agreement  between  the  differing 
parties.  In  some  cases  the  staff  concludes  the  complaint  is  unwarranted. 
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In  those  instances  the  complainant  is  so  advised  and  he  then  has  the 
privilege  of  filing  a  formal  complaint. 

The  commission  staff  has  no  authority  to  implement  its  own  decisions. 
If  the  railroad,  for  example,  does  not  agree  with  the  settlement  sug- 
gested by  the  staff,  then  the  staff  has  to  go  to  the  commission  and  re- 
quest that  it  institute  a  formal  order  of  investigation  If  this  is  done 
there  is  a  public  hearing  at  which  time  the  staff  and  the  complainant 
present  evidence  and  the  railroad  has  the  opportunity  to  present  evi- 
dence on  its  behalf. 

When  informal  complaints  are  received  and  where  the  allegations 
warrant  it,  a  conference  or  discussion  is  held  with  the  complamaiit  or 
the  carrier  or  both,  to  determine  the  best  method  of  P-eeeding  btaff 
investigation  is  then  made,  and  upon  a  full  review  of  the  facts,  the 
complainant  and  the  carrier  are  advised  of  staff  conclusions  or  recom- 
mendations Either  has  the  right,  under  commission  procedure,  to  go 
forward  formally  if  unwilling  to  accept  the  informal  disposition  of  the 
matter. 

SUMMARY  OF  FORMAL  AND  INFORMAL  COMPLAINTS 

An  exhibit  filed  with  the  committee  by  the  commission  representative 
summarked  the  informal  complaints  as  to  railroad  operating  matters 
for  five  fiscal  year  periods  ending  June  30,  1959.  There  were  408  such 
complaints  during  that  period.  Following  is  a  summary  of  these  m- 

formal  complaints : 

,   .   .  Total  Resolved    Unwarranted    Pending 

Nature  of  complaint  ^ui-u-i,  „/,  o  a 

Full  Crew  Law ^^  26  4  1 

Railroad  equipment ^|  ^^  ^ 


)ading  and  cleaning  oi  uuuuagc—        .  ^^  22  4 

Train  operations °^  oq  3  1 

Sanitary  and  health  conditions ^o 

Impaired  clearances  and  unsafe  ^^^  ^  g 

conditions   ^^^  12  0  1 

Blocking  of  crossings -"-^  «  0  1 


ivaiiiuau    T;vi"*i^"^^"" tj-j  14.  ■(  U 

Locomotive  equipment "^^                       fi                     0                   1 

Car  loading  and  cleaning  of  dunnage—  T                      ^o 

Train  operations °^ 

Sanitary  and  health  conditions 4d 

aired  clearances  and  unsafe 

conditions   •'-^^ 

__.jking  of  crossings 1^ 

Excessive  train  noises ' 

ThP  committee  requested  that  the  brotherhoods  file  informal  com- 
t^lain  s  wTth  the  Publ  c  Utilities  Commission  concerning  unsanitary 
oimisafl  conditions  at  the  first  hearing  held  by  the  committee.  At  that 
HmeTt  was  stated  there  would  be  a  subsequent  hearing  at  which  time 
h"c  mm?^ee  wotld  thoroughly  review  t^^  -tion  of  the  comm^^^^^^^^ 
these  infoimial  --plaints.  A^t^^^^^^^  tf  nittirTeT ex" 

pS^^iTco^lTs^^^^^^  ^-"^^  '^-  ^--'  ^' 

''Xri^"a^lo!yelr ^period  ending  June  30,  1959  the  Public  Utilities 
rommSon  on  S  own  motion  instituted  formal  proceedings  on  13 
occ™rOf  these  13  formal  proceedings,  12  concerned  railroad  em- 
nlovees  and  one  concerned  excessive  noise. 

Also  during  the  10-year  period  ending  June  30,  1959,  there  were 
10  Warcomp\aLts  a'gains^  the  railroads  filed  with  the  commission. 
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Seven  of  these  were  filed  by  the  railroad  brotherhoods.  One  of  these 
complaints  was  handled  informally  by  the  staff,  three  of  the  cases 
were  dismissed  and  in  three  cases  changes  in  operation  were  ordered. 

At  the  second  hearing  held  the  commission  representative  testified 
as  to  the  two  formal  complaints  which  the  commission  had  instituted 
on  its  own  motion  after  agreement  conld  not  be  reached  on  the  staff 
level  on  informal  complaints.  These  related  to  protective  shelters  or 
covering  over  railroad  repair  tracks  and  violations  of  General  Order 
26-D  relating  to  open  top  cars  Avith  lading  extending  laterally  in  excess 
of  five  feet,  five  inches  from  center  line  of  such  car  and  the  require- 
ments of  how  these  cars  should  be  blocked  together. 

On  October  31,  1960,  Commission  President  Everett  C.  McKeage 
notified  the  committee  by  letter  that  on  October  25,  1960,  the  commis- 
sion had  instituted  a  formal  investigation  on  the  subject  of  equipment, 
maintenance  and  operation  of  cabooses  by  railroad  corporations  since 
the  staff  had  been  unable  to  resolve  these  questions  entirely  under 
informal  procedure. 

GRADE  CROSSING  PROTECTION 

The  committee  was  informed  by  a  representative  of  the  commission 
and  a  representative  of  one  of  the  railroad  brotherhoods  that  because 
of  legislation  passed  by  the  Legislature  and  through  the  activities  of 
the  Public  Utilities  Commission  grade  crossing  accidents  in  July,  1959 
were  the  lowest  that  they  had  been  in  over  thirty  years. 

In  1953  the  Legislature  provided  a  fund  of  $500,000  to  be  adminis- 
tered by  the  Public  Utilities  Commission  to  assist  cities  and  counties 
in  installing  grade  crossing  protection  devices.  The  city  or  county  and 
the  railroad  involved  arrange  for  the  installation  and  financing  of  the 
protection  device  with  commission  approval.  The  city  or  county  is 
then  reimbursed  up  to  one-half  its  share  from  the  grade  crossing  pro- 
tection fund. 

Since  1953  the  Legislature  has  supplemented  this  fund  and  the  total 
amount  provided  up  to  September,  1959  was  $1,150,000. 

SUMMARY  OF  FIELD  INVESTIGATIONS 

On  August  25,  1960,  the  committee  made  an  on-the-spot  inspection 
of  two  railroad  yards  in  the  Los  Angeles  area.  The  Taylor  yard,  oper- 
ated by  the  Southern  Pacific,  was  the  first  yard  visited.  At  this  yard 
the  committee  was  shown  the  repair  tracks,  humping  operation,  locker 
facilities  and  the  caboose  pool. 

The  repair  tracks  at  this  location  were  covered  and  were  in  a  clean 
condition,  taking  into  consideration  the  type  of  work  being  performed 
there.  However,  there  were  freight  cars  being  worked  on  which  were 
not  under  the  covered  portion  of  the  tracks.  At  the  time  of  this  field 
trip  the  weather  was  such  that  no  hardship  would  result  from  lack  of 
overhead  cover. 

The  "humping  operation"  at  the  Taylor  yard  was  extremely  inter- 
esting to  the  committee.  The  freight  cars  are  switched  on  a  track  that 
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has  a  raised  section.  When  a  freight  car,  or  several  freight  cars,  that 
are  to  be  sorted  reach  the  summit  of  the  raised  section  of  track  they 
are  manually  disconnected  from  the  train  and  start  down  the  incline. 
As  the  cars  start  down  the  incline  they  are  switched  on  to  any  ot  over 
twenty-five  tracks  that  are  used  in  sorting  the  cars.  This  switching  is 
done  electronically  from  towers  situated  along  the  tracks  on  the  down- 
hill incline.  Each  tower  can  switch  on  to  one  of  four  tracks  Therefore, 
the  first  tower  will  switch  on  to  one  of  the  four  tracks  and  the  tower 
below  will  do  likewise  until  the  car  is  placed  on  the  proper  final  track. 
The  tower  operator  can  also  slow  the  speed  of  the  car  by  an  electronic- 
aUy  operated  braking  system.  The  tower  operator  receives  his  direc- 
tions from  a  central  control  by  means  of  an  intercommunication 
system.  The  committee  was  informed  that  the  Taylor  yard  handles 
between  1,200  and  1,500  freight  cars  a  day. 

At  the  Taylor  yard  the  committee  also  inspected  the  caboose  pool. 
The  various  railroad  companies,  in  order  to  modernize  cabooses,  have  a 
pool,  and  cabooses  from  this  pool  can  be  used  by  any  company,  ihe 
cabooses  inspected  bv  the  committee  had  communication  systems,  lava- 
tories, drinking  water  systems  using  bottled  water  and  posted  safety 

''AttirHobart  yard,  which  is  operated  by  the  Santa  Fe  Railroad 
Company,  the  committee  saw  the  truck  -piggy-back'' operation.  Truck- 
ing companies  using  this  system  deliver  their  loaded  f  mitrailers  to  a 
parking  area.  From  the  parking  area  a  Santa  Fe  ruck-tractor  takes  the 
semitrailer  to  a  loading  dock  which  has  four  bracks  where  these  trailers 
are  loaded  and  secured  on  special  freight  cars  by  Santa  Fe  employees 
When  the  trailer  reaches  its  destination  the  process  is  reversed  and  the 
trucking  company  picks  up  the  semitrailer  from  a  P^^-l^ing  area  at  the 
point  of  destination.  The  committee  was  informed  that  the  piggy- 
back" operation  was  highly  successful  and  that  Santa  Fe  intended  to 
expand  their  facilities  at  the  Hobart  yard.  ,,,,^^prl 

At  the  Hobart  yard  the  committee  also  saw  locker  rooms,  covered 
repair  tracks,  an  installation  for  washing  tank  cars  and  the  switching 
system  used  in  this  yard.  All  switching  in  this  yard  is  done  manual  y 
that  is  by  trainmen  who  ride  the  trains,  make  the  disconnection  and 
also  throw  the  switches.  However,  the  operation  is  controlled  by  a  cen- 
tral tower  and  public  address  system.  The  Hobart  yard  handles  be- 
tween 600  and  700  freight  cars  a  day. 

FINDINGS  OF  THE  COMMITTEE 

1  That  there  is  adequate  jurisdiction  of  operating  employees  pro- 
vided by  law  and  vested  in  the  California  Public  Utilities  Commission. 

2  That  the  adoption  of  special  legislation  on  individual  items  relat- 
ino-'to  matters  of  health  and  safety  rather  than  aiding  may  well  impair 
the  jurisdiction  presently  vested  in  the  commission. 

3.  That  there  is  adequate  staff  in  the  commission  to  process  com- 
plaints  to  protect  the  health  and  safety  of  operating  railroad  employees. 

4.  That  the  method  of  making  complaints  is  simple  and  readily  avail- 
able and  that  the  commission  has  shown  by  past  activity  that  sucH 
complaints  will  receive  immediate  attention. 
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RECOMMENDATIONS  OF  THE  COMMITTEE 

The  committee  directed  the  Public  Utilities  Commission  to  advise  it 
of  their  disposition  of  all  complaints  received  from  the  period  Septem- 
ber 24,  1959,  which  was  the  date  of  the  first  hearing  on  the  subject,  to 
June  30,  1960.  The  committee  was  informed  that  the  commission  had 
received  a  total  of  109  informal  complaints.  All  but  six  of  these  were 
received  from  the  railroad  brotherhoods.  Of  the  109  complaints,  86  had 
been  corrected  by  negotiation  of  the  commission's  staff,  11  were  under 
negotiation  and  investigation,  6  were  found  to  be  unwarranted  and  the 
commission,  on  its  own  motion,  has  instigated  3  formal  proceedings. 

The  committee,  by  virtue  of  their  study  on  this  subject,  was  able  to 
bring  forth  for  the  first  time  the  procedures  followed  by  the  Public 
Utilities  Commission  in  the  processing  of  formal  and  informal  com- 
plaints. The  committee  believes  that  the  procedure  of  handling  these 
complaints  is  adequate  at  the  present  time.  However,  it  will  continue 
to  maintain  its  interest  in  the  protection  of  the  employees  of  railroads. 
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HOUSE  RESOLUTION   NO.  405 

BY  MR.  CUNNINGHAM 

Relative  to  an  Interim  Study  of  the  Sale  of  Business  Franchises 

Resolved  by  the  AssemUy  of  the  State  of  California,  That  the  sub- 
ject matter  of  transactions  involving;  the  sale  of  business  franchises 
and  the  sale  or  rights  to  use  exclusive  processes,  patents  or  trade  names, 
with  particular  emphasis  upon  fraudulent  transactions  in  relation 
thereto  and  the  needed  revision  of  any  laws  pertaining  thereto,  is 
assigned  to  the  Committee  on  Rules  for  reassignment  by  it  to  an  appro- 
priate interim  committee  which  committee  shall  report  thereon  to  the 
Assembly  not  later  than  the  fifth  calendar  day  of  the  1961  Regular 
Session  of  the  Legislature. 

SCOPE  OF  SUBCOMMITTEE  STUDY  ON  THE 
SALE  OF  BUSINESS  FRANCHISES 

This  subject  was  reviewed  at  an  initial  hearing  held  on  pecember 
1,  1959,  in  Los  Angeles.  From  testimony  received  at  this  hearing  it  was 
determined  that  some  form  of  regulation  over  the  sale  of  such  fran- 
chises for  promotional  purposes  appeared  to  be  warranted  but  that 
extreme  care  would  be  required  so  as  not  to  interfere  with  the  orderly 
operation  of  existing  business  enterprises  where  dealer  franchises  are 
granted  by  established  business  concerns. 

Also,  it  was  determined  by  the  subcommittee  that  most  complaints 
from  citizens  involved  dance  and  health  studios.  Since  the  Assembly 
Judiciary— Civil  Interim  Committee  planned  extensive  hearings  and 
studies  on  prepaid  service  contracts  of  health  and  dance  studios  this 
subcommittee  deferred  any  further  investigation  into  this  matter  m 
order  to  avoid  duplication  of  studies. 

PERSONS  APPEARING  AND  TESTIFYING  BEFORE  THE  SUBCOMMITTEE 

THOMAS  D.  HODGE,  Los  Angeles  Better  Business  Bureau 

HERBERT  A.  SMITH,  Assistant  Commissioner,  Division  of  Corporations,  Cali- 
fornia Department  of  Investment 

JOHN  G.  SOBIESKI,  Commissioner  of  Corporations,  Division  of  Corporations, 
California  Department  of  Investment 

MRS.  FREDERICK  W.  SPENCER,  California  Federation  of  Women's  Clubs 

MRS.  FRED  S.  TEASLEY,  State  Radio  and  Television  Chairman,  California  Fed- 
eration of  Women's  Clubs 

RECOMMENDATIONS  OF  THE  SUBCOMMITTEE 

After  reviewing  the  Judiciary  (Civil)  Committee's  recommendations 
to  the  1961  Legislature  in  this  field  the  committee  endorses  the  intent 
of  these  recommendations. 
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REPORT  ON  THE  INSTALLATION  AND  RELOCATION 
OF  PUBLIC  UTILITY  FACILITIES 

HEARINGS  HELD  ON  THE  SUBJECT  OF  INSTALLATION 
AND  RELOCATION  OF  PUBLIC  UTILITY  FACILITIES 

Two  hearings  were  held  by  this  subcommittee  of  the  Assembly 
Interim  Committee  on  Public  Utilities  and  Corporations.  The  first 
hearing  was  held  in  Los  Angeles  January  13  and  14,  1960 ;  the  second 
in  Sacramento  July  7,  1960. 

These  hearings  were  held  to  study  the  spbject  matter  of  Assembly 
bills  referred  to  this  interim  committee  by  the  Assembly  Rules  Com- 
mittee following  the  1959  Session  of  the  Legislature.  These  bills  are 
generally  relative  to  the  installation  and  relocation  of  public  utility 
facilities.  The  subject  matter  of  the  bills  referred  to  be  studied  by  this 
subcommittee  was  contained  in  Assembly  Bill  330,  Assembly  Bill  628, 
Assembly  Bill  1968  and  Assembly  Bill  2811. 

SCOPE  OF  SUBCOMMITTEE'S  STUDIES 

The  subcommittee  confined  its  study  in  the  first  hearing  to  the  sub- 
ject matter  contained  in  the  Assembly  bills  relating  to  relocation  and 
installation  of  utility  facilities  referred  to  this  interim  committee 
by  the  Assembly  Rules  Committee.  No  attempt  was  made  to  pass  on  the 
merits  of  these  bills. 

Subsequent  to  this  hearing  the  committee  prepared  a  tentative  draft 
of  legislation  along  the  lines  recommended  by  testimony  at  that  hear- 
ing. Copies  of  this  tentative  draft,  together  with  notice  of  the  second 
hearing,  were  mailed  to  interested  parties.  This  subcommittee  had 
formed  no  opinion  as  to  the  merits  of  this  tentative  legislation  but 
hoped  the  testimony  on  the  tentative  draft  received  during  the  second 
hearing  might  enable  it  to  make  recommendations  to  the  1961  Session 
of  the  Legislature  which  would  be  beneficial  to  industry  and  govern- 
ment and  of  paramount  importance  to  the  people  of  this  State. 

PERSONS  APPEARING  AND  TESTIFYING  BEFORE  THE  SUBCOMMITTEE 

KARL  BALDWIN,  City  Manager,  City  of  Pacifica 

FRANKLIN    G.    CAMPBELL,   Attorney,    California   Public    Utilities    Commission 

RICHARD  CARPENTER,  League  or  California  Cities 

WALTER    A.    CAVAGNARO,    Supervising    Utilities    Engineer,    California    Public 
Utilities  Commission 

ALLAN  G.  COOLET,  Assistant  to  tbe  President,  General  Telephone  Company 

VINCENT  T.  COOPER,  County  Supervisors  Association  of  California 

JOHN  A.  DAVENPORT,  Counsel,  Metropolitan  Water  District  of  Southern  Cali- 
fornia 

ROBERT  M.  DBSKY,  Deputy  City  Attorney,  City  and  County  of  San  Francisco 

KENNETH  DIERCKS,  Pacific  Gas  and  Electric  Company 

RAY  C.  EBERHARD,  California  Municipal  Utilities  Association 

JEAN  FASSLER,  Mayor,  City  of  Pacifica 

RICHARD  T.  HANNA,  Assemblyman,  Orange  County 

HAROLD  HARTSOUGH,  JR.,  Pacific  Telephone  and  Telegraph  Company 
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HARRIS  O.  HOGENSON,  Executive  Director,  Redevelopment  Agency  of  the  City 

of  Fresno 
HENRY    A.    JACOPI,    Assistant    Director    of    Transportation,    California    Public 

Utilities  Commission 
HENRY  E.  JORDAN,  Chief  Engineer,  City  of  Long  Beach 
WILLIAM  E.  JOHNS,  Attorney,  Pacific  Gas  and  Electric  Company 
A.  S.  KOCH,  County  Surveyor  and  Road  Commissioner,  County  of  Orange 
JEROME   F.    LIPP,    Executive   Director,   Redevelopment   Agency    of   the    City    of 

Sacramento 
ROBERT  S.  LATCHAW,  Design  Engineer,  Contra  Costa  County 
WILLIAM  R.  MACDOUGALL,  Manager,  County  Supervisors  Association  of  Cali- 
fornia 
WILLIAM  J.  McLEAN,  Pacific  Telephone  and  Telegraph  Company 
WARREN  McCLURE,  General  Manager,  North  Coast  County  Water  District 
HENRY   J.   MILLS,   Construction   and   Operation   Engineer,   Metropolitan   Water 

District 
WALTER   J.   MONESCH,   Assistant   Executive   Director,   Redevelopment   Agency 

of  the  City  of  San  Jose 
MARTIN  A.  NICHOLAS,  Vice-President,  County  Engineers  Association 
C.    ARTHUR    NISSON,    JR.,    General    Counsel,    County    Sanitation    Districts    of 

Orange  County 
RAYMOND   S.   J.  PIANEZZI,   Assistant   Chief,  Right  of  Way   Section,   Division 

of  Highways,  Department  of  Public  Works 
DUANE  PORTER,  Chief  Executive  Assistant,  Community  Redevelopment  Agency 

of  the  City  of  Los  Angeles 
EMERSON  W.  RHYNER,  Attorney,  Department  of  Public  Works 
KENNETH  A.  ROSS,  JR.,  Associated  General  Contractors 
JEROME  F.  SEARS,  Executive  Director,  Redevelopment  Agency  of  the  City  of 

San  Bernardino 
DANA  SMITH,  Deputy  District  Attorney,  Santa  Barbara  County 
LELAND  R.  STEWARD,  Road  Commissioner,  Santa  Barbara  County 
THOMAS  L.  SWEENEY,  Los  Angeles  City  Engineer's  OflSce 
HERBERT  WENZEL,  Redevelopment  Agency  of  the  City  of  Rio  Vista 
FRANK  B.  YOAKUM,  JR.,  Attorney,  Malibu  Water  Company 

GENERAL  PROBLEM  RELATING  TO  THE  RELOCATION 
OF  PUBLIC  UTILITY  FACILITIES 

Over  the  years  private  and  public  utilities,  such  as  water,  gas,  power, 
telephone  and  railroad  companies  have  been  permitted  to  construct  and 
place  their  facilities  in  or  adjacent  to  streets,  alleys,  roads  and  high- 
ways. Permission  has  been  granted  by  state  statute,  city  and/or  county 
franchises,  or  permits,  depending  upon  conditions  and  circumstances. 

Continued  population  growth  and  changing  conditions  have  created 
enormous  requirements  for  construction  of  new  highways,  both  county 
and  state,  the  rerouting  and  widening  of  existing  highways,  improving 
city  streets,  alleys,  etc.  In  a  number  of  localities  slum  or  blighted  areas 
are  being  acquired  and  cleared  by  redevelopment  agencies.  Many  new 
public  buildings  have  and  are  being  constructed  requiring  site  clear- 
ance. In  most  instances  where  and  when  such  projects  are  undertaken 
usually  one  or  more  public  utilities  are  forced  to  move  their  facilities 
such  as  pole  lines,  underground  cable,  ducts,  pipes,  water  and  gas  lines, 
sewers  and  hydrants  to  new  locations. 

The  question  of  who  should  pay  the  costs  where  a  public  utility  must 
relocate  its  facilities  for  reasons  described  here  appears  to  be  an  area 
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which  under  some  conditions  and  in  some  localities  is  not  clearly  de- 
fined. This  subcommittee  believed  the  views  of  interested  parties  at 
these  hearings  could  produce  ideas  on  recommendations  for  possible 
solutions  to  this  problem. 

POSITION  OF  THE  DEPARTMENT  OF  PUBLIC  WORKS  ON 
RELOCATING  PUBLIC  UTILITY  FACILITIES 

The  question  of  relocation  of  public  utility  facilities  in  connection 
with  highway  improvement  is  of  vital  concern  to  the  Department  of 
Public  Works.  Each  year  the  department  expends  millions  of  dollars 
in  reimbursing  utilities  for  the  relocation  of  their  poles,  pipe  lines  and 
facilities  when  brought  about  by  highway  and  freeway  construction. 
It  is  safe  to  say  that  the  utilities  expend  very  substantial  amounts. 
Therefore,  any  change  in  the  law  regarding  the  rights  of  various  parties 
to  these  transactions  would  be  of  extreme  importance  to  both  the  state 
and  utility  organization. 

Organizations  have  been  established  at  the  city  and  county  levels  for 
the  purpose  of  coordinating  the  construction  of  street  and  highway 
work  with  the  installation  and  relocating  of  utility  facilities,  and  the 
department  has  endeavored  to  cooperate  in  all  organizations  which 
have  been  established  for  this  purpose.  The  department  attempts  to 
give  them  all  information  regarding  planned  or  active  construction  on 
state  highways  within  their  boundaries.  Likewise,  the  department  is 
exceedingly  interested  in  getting  information  from  others  on  their 
planned  installations.  In  this  way  the  department  believes  not  only 
can  expensive  relocations  be  held  to  a  minimum,  but  the  inconvenience 
to  traffic  caused  by  installation  of  utilities  in  existing  highways  can 
be  minimized. 

It  has  been  the  policy  of  the  Department  of  Public  Works  to  engage 
in  coordination  throughout  the  State  on  matters  involving  utility  fa- 
cilities. Their  experience  has  been  satisfactory  and  they  believe  it  has 
paid  off  both  for  the  ratepayers  and  the  taxpayers.  If  the  Legislature 
feels  either  by  resolution  or  by  legislation  that  coordination,  which  is 
now  existing,  can  be  continued  or  bettered,  the  Department  of  Public 
Works  is  certain  they  can  live  with  it. 

ORANGE  COUNTY  UTILITIES  COORDINATING  COMMITTEE 

Early  in  1957  Orange  County  formed  a  Public  Works  and  Utilities 
Coordinating  Committee.  All  of  the  overhead  and  underground  utility 
agencies  operating  in  the  county  were  included  in  this  committee.  The 
purpose  of  this  group  is  to  exchange  construction  information  in  the 
form  of  a  published  monthly  agenda  containing  location  and  nature 
of  construction  together  with  time  schedules.  In  this  manner  interested 
parties  are  informed  from  6  to  12  months  in  advance  of  a  project's 

Agencies  who  in  the  course  of  their  operations  install  underground 
or  overhead  utilities  are  represented  by  the  Army,  Navy,  Bureau  of 
Public  Roads  and  the  State  Division  of  Highways.  In  addition  to  these 
there  is  participation  on  the  part  of  utilities  under  the  jurisdiction 
of  the  Public  Utilities  Commission  such  as  the  Southern  California 
Edison  Company,  Southern  Counties  Gas  Company,  Pacific  Lighting 
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and  Gas  Company,  San  Diego  Gas  Company,  Pacific  Telephone  Com- 
pany, General  Telephone  Company  and  practically  all  major  oil  com- 
panies. 

Orange  Comity  does  not  believe  their  Utilities  Coordinating  Com- 
mittee through  their  operations  has  solved  the  problem  of  construction 
conflicts  but  they  do  believe  their  objectives  are  steps  in  the  right 
direction.  They  recommend  that  all  counties  which  have  not  already 
done  so  organize  a  Utilities  Coordinating  Committee  for  their  area. 
Orange  County  does  not  feel  legislation  for  the  implementation  of  such 
a  program  statewide  would  be  practical.  Rather,  they  believe  the  pro- 
gram must  be  organized  on  a  voluntary  basis  and  to  be  successful  must 
inspire  the  finest  type  of  cooperation  possible  on  the  part  of  all  agencies 
involved, 

THE  LOS  ANGELES  SUBSTRUCTURE  COMMITTEE 

The  Los  Angeles  Substructure  Committee  was  formed  in  1926  and 
has  met  continuously  for  33  years.  The  committee  is  composed  of  gov- 
ernmental agencies  in  the  Los  Angeles  area;  the  State  Division  of 
Highways,  the  City  of  Los  Angeles,  the  County  Road  Department,  the 
County  Sanitation  Districts  and  the  County  Flood  Control  Districts. 
It  also  has  as  members  all  of  the  utility  companies  in  this  area,  the 
proprietary  departments  such  as  water  and  power,  the  police  and  fire 
divisions  of  the  city,  Western  Union  and  also  organizations  interested 
in  this  type  of  problem  like  the  Automobile  Club  of  California. 

The  committee  not  only  meets  monthly  to  exchange  information  on 
jobs  that  are  coming  up  but  also,  through  subcommittees,  prepares 
publications  of  interest  not  only  to  utilities  but  the  agencies  as  well. 

The  City  of  Los  Angeles,  which  is  a  member  of  the  Los  Angeles 
Substructure  Committee,  is  opposed  to  any  legislation  relating  to  co- 
operative committees.  They  believe  such  legislation  would  serve  no  use- 
ful purpose  and  might,  if  it  contained  more  strict  provisions,  discourage 
the  formation  of  new  committees  and  adversely  affect  the  operations  of 
committees  now  in  existence.  If  the  Legislature  wants  to  take  some 
action  that  would  encourage  the  formation  of  coordinating  committees 
the  City  of  Los  Angeles  believes  it  can  best  be  done  by  the  adoption 
of  a  resolution  commending  the  accomplishments  of  existing  committees 
and  urging  communities  not  now  served  by  such  committees  to  form 
them. 

POSITION  OF  REDEVELOPMENT  AGENCIES  RELATING  TO 
RELOCATING  OF  PUBLIC  UTILITY  FACILITIES 

During  the  past  few  years  several  redevelopment  agencies  have 
established  themselves  in  the  State.  To  name  a  few— Sacramento,  Stock- 
ton, Santa  Rosa,  San  Jose,  and  San  Bernardino  are  some  of  the  cities 
where  such  organizations  are  active.  In  operation,  redevelopment 
agencies  acquire  property  in  blighted  or  slum  areas.  The  property  is 
then  cleared  of  existing  structures.  Following  this  everything  such  as 
realigning  streets,  constructing  new  sidewalks  and  curbs  and  rehabili- 
tating sanitation  systems  is  done  to  make  the  property  attractive  to 
real  estate  developers.  It  is  obvious  that  in  this  type  of  operation  many 
utilities  become  involved. 
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It  is  the  understanding  of  the  redevelopment  agencies,  according  to 
testimony  received,  that  under  the  existing  law  utilities  must  relocate 
at  th^ir  own  expense.  This,  they  believe,  is  jnstified  because  m  most  of 
tse  areas  utility  facilities  are  obsolete  and  in  need  o  ^^^--^n'^^I^s 
addition  they  emphasize  the  increased  market  potential  their  plan  otters 

'^EfSopment  agencies  believe  the  existing  law  Provides  ample 
recourse  to  utilities  as  well  as  all  owners  of  property  m  the  event  the 
agencies'  actions  are  deemed  unreasonable.  They  think  the  existing 
legislation  setting  up  their  authority  clearly  provides  a  system  of 
checks  and  balances  to  assure  that  the  rights  of  utilities  can  be  and 
are  protected.  As  a  result  they  do  not  believe  there  is  a  need  for  addi- 
tional legislation. 

POSITION  OF  THE  LEAGUE  OF  CALIFORNIA  CITIES  AND  THE 
COUNTY  SUPERVISORS'  ASSOCIATION  OF  CALIFORNIA 
Both  the  League  of  California  Cities  and  the  County  Supervisors' 
Association  of  California  believe  in  general  the  working  relationships 
between  the  cities,  counties  and  the  utility  companies  are  satisfactory 
Thev   are   in   full   accord   that   close   coordination  between   political 
entities  and  utilities  involved  in  construction  projects  is  ot  mutual 
benefit.  Certainly  the  end  results  will  effect  savings  to  the  taxpayers  as 

"  ^^'"n^^^  the   establishment   of  utility   coordinating 

committees  in  those  cities  and  counties  which  have  not  already  done 
so  and  where  it  is  obviously  needed.  In  their  opinion  legislation 
is  not  required  for  this  purpose.  They  feel  the  cities  and  counties  now 
have  the  authority  to  utilize  coordinating  committees  just  as  they  have 
already  done  in  manv  areas  of  the  state.  However,  they  are  m  favor  ot 
any  measure  which  will  encourage  further  use  of  uti  ity  coordinating 
committees  by  cities  and  counties  throughout  the  State. 

FINDINGS  OF  THE  SUBCOMMITTEE 

As  a  result  of  testimony  received  at  hearings  held  in  Los  Angeles  and 
Sacramento  the  subcommittee  determined  the  following  facts: 

1  It  has  been  the  policy  of  the  Department  of  Public  Works  to  en- 
gage in  coordination  throughout  the  state  on  matters  involving  utility 
facilities  Their  experience  has  been  satisfactory.  If  the  Legislature  feels 
either  bv  resolution  or  by  legislation  that  coordination  which  is  now 
existing' in  many  areas,  can  be  continued^  or  bettered,  the  Department 
of  Public  Works  is  certain  they  can  live  with  it. 

2  Over  a  period  of  years  coordinating  committees  have  been  estab- 
lished at  the  city  and  county  levels.  Committees  are  generally  corn- 
nosed  of  representatives  of  governmental  agencies,  uti  ities  and  other 
interested  parties.  Their  purpose  is  to  exchange  intelligence  on  con- 
struction projects  involving  installation,  removal  or  relocation  of  utility 
facUities.  As  attested  by  representatives  of  the  Orange  County  Utili  les 
Coordinating  Committee  and  the  Los  Angeles  Substructure  Committee, 
thTsapproach  to  the  problem  has  proved  successful  for  all  participants^ 
Proponents  of  this  approach  recommend  that  all  cities  and  counties 
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which  have  not  already  done  so  organize  counterparts.  They  do  not  be- 
lieve legislation  for  such  a  program  on  a  statewide  basis  would  serve  any 
purpose.  Rather  they  favor  organization  of  such  committees  on  a  volun- 
tary basis.  The  City  of  Los  Angeles  believes  if  the  Legislature  wants 
to  take  some  action  to  encourage  the  formation  of  coordinating  com- 
mittees it  can  best  be  done  by  the  adoption  of  a  resolution  commending 
the  accomplishments  of  existing  committees  and  urging  communities 
not  now  served  by  such  committees  to  form  them. 

3.  The  League  of  California  Cities  and  the  County  Supervisors'  As- 
sociation of  California  strongly  support  the  establishment  of  utility 
coordinating  committees  in  those  cities  and  counties  which  have  not 
already  done  so  and  where  it  is  indicated  that  they  are  needed.  In  their 
opinion  legislation  is  not  required  for  this  purpose.  They  feel  the  cities 
and  counties  now  have  the  authority  to  utilize  coordinating  committees 
just  as  they  have  already  done  in  many  areas  of  the  State.  They  are, 
however,  in  favor  of  any  measure  which  will  encourage  the  adoption  of 
utility  coordinating  committees  by  cities  and  counties  throughout  the 
state  where  the  need  for  such  coordination  is  evident. 

4.  It  is  the  consensus  of  the  redevelopment  agencies  which  are  now 
established  in  the  state  that  no  further  legislation  is  required.  They 
believe  the  existing  legislation  setting  up  their  authority  clearly  pro- 
vides a  system  of  checks  and  balances  to  assure  that  the  rights  of 
utilities  can  be  and  are  protected. 

5.  Utilities  represented  at  these  hearings  feel  they  are  enjoying  sat- 
isfactory coordination  from  the  State,  cities  and  counties.  They  do  not 
believe  further  legislation  is  required  to  improve  existing  relations. 
However,  if  the  Legislature  feels  legislation  is  desirable  these  utilities 
will  cooperate  to  the  fullest  degree. 

RECOMMENDATIONS  OF  THE  SUBCOMMITTEE 

Predicated  on  its  study  of  this  problem  the  subcommittee  recommends 
that  the  Legislature,  in  its  1961  Session,  adopt  a  resolution  commending 
the  accomplishments  of  existing  utilities  coordinating  committees  and 
urging  communities  not  now  served  by  such  committees  to  form  them 
in  order  that  the  greatest  savings  possible  may  be  enjoyed  by  the  rate- 
payers and  taxpayers  of  the  State  of  California  in  the  installation  and 
relocation  of  public  utility  facilities. 
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LETTER  OF  TRANSMITTAL 

Assembly  Interim  Committee  on 
Public  Utilities  and  Corporations 
Sacramento  14,  California,  January  2, 1961 

Honorable  Ralph  M.  Brown, 
Speaker  of  the  Assembly;  and 

Honorable  Members  of  the  Assembly 
State  Capitol 

Dear  Speaker  Brown  and  Members:  Enclosed  is  the  Assembly  In- 
terim Committee  on  Public  Utilities  and  Corporations  Report  on  House 
Resolution  No.  358,  relative  to  pay  television. 

The  study  of  this  subject  matter  was  conducted  by  a  subcommittee  of 
this  interim  committee.  However,  the  recommendations  submitted  in 
this  report  have  been  approved  by  all  members  of  the  interim  com- 
mittee. 

The  remainder  of  the  subjects  studied  by  the  Assembly  Interim 
Committee  on  Public  Utilities  and  Corporations  have  been  covered  in 
a  separate  report  which  has  been  submitted  to  you. 

Respectfully  submitted. 

Rex  M.  Cunningham,  Chairman 
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HOUSE  RESOLUTION  NO.  358 

By  Mr.  Cunningham  and  Others 

Relative  to  a  Study  of  Subscription,  Box  Office  and  Pay  Television 

Besolved  ly  the  AssemUij  of  ihe  State  of  California,  That  the  sub- 
ject matter  of  subscription,  box  office  and  pay  television  is  assigned  to 
the  Committee  on  Kules  for  reassignment  by  it  to  an  appropriate  in- 
terim committee. 

The  committee  shall  study  all  facts  and  circumstances  relating  to 
the  subject  of  this  resolution,  including  a  study  of  the  actual  functions 
of  this  new,  competitive  entertainment  industry,  and  its  impact  upon 
the  economy  and  the  culture  of  the  State  of  California,  as  a  means  of 
determining  the  need  or  the  lack  of  need,  the  advisability  or  the  mad- 
visability,  for  legislation,  and  shall  report  its  findings  and  its  recom- 
mendations to  the  Legislature  not  later  than  the  fifth  calendar  day  of 
the  1961  Eegular  Session  of  the  Legislature. 
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PAY  TELEVISION 

PERSONS  APPEARING  AND  TESTIFYING  BEFORE  THE  SUBCOMMITTEE 
WILLIAM   BENNETT,   Chief  Counsel,   California   Public   Utilities   Commission 
T.  M.  CHUBB,  Chief  Engineer  and  General  Manager,  Department  of  Public  Utili- 
ties and  Transportation,  City  of  Los  Angeles 

MANLEY  EDWARDS,  Telephone  and  Telegraph  Engineer,  California  Public  Utili- 
ties Commission 

MATTHEW  FOX,   President,  Tolvision,   Inc. 

CARL  M.   HOLMES,   Pacific  Telephone  and  Telegraph   Company 
CHESTER  I.  LAPPEN,  Vice  President.  International  Telemeter  Corp. 
WILLIAM  J.  McLEAN,  Pacific  Telephone  and  Telegraph  Company 
HAROLD  J.   SCHWARTZ,  Angel  Toll  Vision 

MRS.  FRED  TEASLEY.  State  Radio  and  Television  Chairman,  California  Federa- 
tion of  Women's  Clubs 

HEARINGS  AND  FIELD  STUDIES 

Two  hearings  were  held  by  the  Subcommittee  on  House  Resolution 
No.  358  at  the  following  locations:  November  4,  1959,  State  Building, 
Los  Angeles ;  May  18,  1960,  State  Building  Annex,  San  Francisco. 

On  November  5,  1959,  the  subcommittee  visited  the  Paramount 
Studios  in  Hollywood  and  was  shown  the  Telemeter  pay  television 
system. 

SCOPE  OF  SUBCOMMITTEE'S  STUDY 

The  study  of  the  subject  matter  of  pay  television  was  assigned  to 
this  mterim  committee  by  the  Assembly  Rules  Committee  when  House 
Resolution  No.  358  was  adopted  by  the  1959  liCgislature. 

During  the  1957-59  interim,  a  subcommittee  of  this  interim  committee 
held  hearings  relative  to  "Pay-to-see  TV."  At  that  time  the  issue  as  to 
whether  or  not  toll  television  was  practical  and  immediate  could  not  be 
determined.  However,  the  tremendous  impact  toll  television  would  have 
on  the  public  of  this  state  was  considered  so  great  it  appeared  desirable 
to  determine  the  progress  made  by  the  various  systems. 

Accordingly,  this  subcommittee  has  directed  this  study  to  determine 
what  changes,  if  any,  have  taken  place  in  the  status  of  toll  television 
since  the  last  interim  study. 

PAY  TELEVISION  SYSTEMS 

When  this  subject  was  last  studied  during  the  1957-59  interim  two 
basic  tjT)es  of  systems  were  described  to  this  subcommittee  by  certain 
promoters  of  toll  television.  One  type,  the  so-called  "air  length  TV," 
contemplates  the  use  of  an  existing  and  unassigned  air  channel.  The 
program  would  be  transmitted  through  the  air  by  means  of  a  scrambled 
signal.  Equipment  would  be  installed  on  the  subscriber's  television  set 
to  unscramble  the  signal  sent  out  by  the  "pay-to-see  TV"  distributor. 
Licensing  and  control  of  this  type  of  system  would  be  a  responsibility 
of  the  Federal  Communications  Commission.  The  State  of  California 
would  have  little  or  no  control. 
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The  other  type  is  called  a  "closed  circuit"  system.  The  signal  in  a 
closed  circuit  svstem  is  transmitted  to  the  subscriber's  television  set 
through  cables  "similar  to  the  method  presently  planned  by  Tolvision 
and  Telemeter  as  stated  in  their  most  recent  testimony  before  this  sub- 
committee. „ 

About  three  years  ago  promoters  of  the  closed  circuit  type  o±  system 
were  actively  engaged  in  attempting  to  secure  franchises  from  cities 
and  counties  in  the  more  populated  areas  of  the  State.  As  a  matter  of 
fact  the  situation  at  one  time  was  so  acute  that  the  League  of  Cali- 
fornia Cities,  to  encourage  uniformity,  prepared  a  suggested  closed 
circuit  television  franchise  ordinance  which  was  transmitted  to  the 
cities  on  December  12,  1957,  for  use  of  those  cities  which  were  con- 
sidering such  franchises.  ^  .  . 

Following  are  brief  descriptions  of  the  pay  television  systems  pre- 
sented to  this  subcommittee : 

Angel  Toll  Vision 

Angel  Toll  Vision  is  an  idea  conceived  by  Halvick  Industries,  Mill 
Valley  California.  Under  their  concept  members  of  Angel  Toll  Vision 
would  be  notified  in  advance  through  various  advertising  media  of  the 
program  or  programs  planned  for  presentation,  together  with  the  esti- 
mated costs.  Subscription  will  be  voluntary.  If  the  amount  of  money 
subscribed  is  sufficient  to  cover  the  costs,  the  program  will  be  presented 
as  scheduled.  If  not,  an  alternate  sponsor-paid  program  will  be  broad- 
cast Existing  television  broadcast  facilities,  network  and  subscriber 
sets  would  be  used  without  any  change  or  modification.  Generally  sub- 
scriptions would  be  made  through  banks,  oil  company  and  other  credit 
cards.  This  idea  was  registered  with  the  Federal  Communications  Com- 
mission April  1, 1958.  .      •    T  X-  £  4.-U 

This  type  of  system  would  be  under  the  exclusive  jurisdiction  of  the 
Federal  Communications  Commission. 

Telemeter  (Iniernational  Telemeter  Corporation) 

Telemeter  is  a  Paramount  Pictures  pay  television  system.  On 
November  5,  1959,  this  subcommittee  was  taken  on  a  guided  tour  of 
Telemeter's  West  Los  Angeles  Plant.  Here,  among  other  things,  the 
subcommittee  was  shown  an  actual  Telemeter  studio  installation,  trans- 
mission and  coin-operated  television  program. 

Telemeter  is  a  three-channel  closed  circuit  type  of  system.  Programs 
are  transmitted  to  subscribers'  television  sets  by  means  of  wire  or  cable. 
The  three  Telemeter  channels  differ  from  conventional  air  link  channels 
in  that  they  operate  on  special  frequencies  and  can  only  be  received  on 
television  sets  where  special  Telemeter  equipment  has  been  installed. 
Signals  transmitted  on  the  Telemeter  wired  system  of  pay  television 
leave  the  studio  on  a  single  cable.  This  cable  distributes  the  signals  to 
principal  neighborhoods  of  a  community  wired  for  this  purpose.  Feeder 
lines  attached  to  utility  company  poles  fan  out  through  residential 
areas.  Individual  homes  are  linked  to  the  system  via  drop-offs  along 

*^TM7is  the  way  the  system  works:  A  subscriber  wishing  to  view  a 
nroo-ram  turns  on  his  set  and  simultaneously  tunes  the  Telemeter  at- 
tachment. A  "barker"  comes  on  and  announces  the  P7f™^  ^eing 
offered,  together  with  their  prices.  A  price  indicator  on  the  lelemeter 
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unit  indicates  charges  made  for  each  program  as  it  is  selected.  Upon 
payment  of  the  coin  demand  the  program  appears.  A  tape  recorder 
automatically  identifies  all  programs  purchased.  This  recording  tape, 
together  with  the  deposits  are  collected  at  30-  to  60-day  intervals'. 
This  system  of  wire  pay  television  is  able  to  offer  three  programs  simul- 
taneously over  a  single  channel.  Studio  equipment  is  geared  for  trans- 
mission of  three  attractions  simultaneously. 

During  the  November  4,  1959,  hearing  this  subcommittee  was  in- 
formed Telemeter  was  in  the  process  of  installing  their  pay  television 
system  for  Famous  Canadian  Players  in  the  Town  of  Etobicoke,  located 
m  West  Toronto,  Canada.  They  expected  to  be  in  operation  about  the 
middle  of  December.  Initially,  they  expected  to  serve  about  5,000  sub- 
scribers. During  the  May  18,  1960,  hearing  this  subcommittee  was  in- 
formed by  a  representative  of  Telemeter  that  approximately  3  200 
homes  had  subscribed  to  their  system  and  they  were  attaching  them 
every  day  with  a  back  order  of  about  1,500  applications  for  their  sys- 
tem. The  subcommittee  was  also  informed  that  they  planned  to  expand 
the  mam  cable  in  the  Etobicoke  area  so  that  they  could  have  40  000 
homes  available  to  their  main  cable  instead  of  the  13,000  they  had  origi- 
nally planned. 

Also  in  the  Telemeter  Etobicoke  installation  the  cable  and  wire  dis- 
tribution system  was  constructed  by  the  telephone  company  with  the 
costs  borne  by  the  Famous  Canadian  Players.  The  telephone  company 
will  also  apply  a  monthly  charge  for  maintenance,  use  of  facilities,  etc. 
Ihere  is  a  $o  installation  charge  but  no  minimum  monthly  guarantee. 

Telemeter  and  Paramount  do  not  intend  to  operate  their  system  on 
a  direct  basis.  Bather  they  plan  to  rent  their  equipment  to  various 
exhibitors  throughout  the  country  under  a  franchise  agreement.  To 
further  promote  the  widest  possible  use  of  pay  television  systems. 
Telemeter  is  organizing  a  corporation  which  will  engage  in  the  acquisi- 
tion and  booking  of  events  of  substantial  public  interest. 

It  was  readily  apparent  to  the  subcommittee  that  at  least  Paramount 
was  intending  to  participate  in  toll  television  to  a  great  degree  and 
were  anticipating  earnings  superior  to  those  realized  during  the  best 
days  of  motion  pictures. 

Tolvision,  Inc.  (Formerly  Skiatron,  Inc.) 

The  Tolvision  operation  is  a  closed  circuit  type  of  pay  television 
which  IS  governed  by  a  central  billing  unit  at  a  headquarters  location 
which  can  determine  the  program  their  subscribers  are  watching.  This 
differs  from  their  previous  concept  of  using  an  IBM  printed  circuit 
card  for  both  program  selection  and  billing  purposes. 

_  Their  present  concept  is  a  system  composed  of  three  separate  tele- 
vision channels  and  two  audio  only  channels.  The  latter  will  make  it 
possible  to  provide  a  music  service  in  addition  to  three  video  programs. 
In  operation,  the  subscriber  would  turn  his  set  to  an  unused  channel, 
such  as  either  5  or  6,  then  select  the  program  he  wishes  from  the  unit 
provided  by  Tolvision.  Central  headquarters  would  be  provided  with 
a  piece  of  equipment  called  an  interrogator.  This  interrogator  sends 
out  signals  at  four-  or  five-minute  intervals  which  sweep  the  entire 
system.  It  has  a  capacity  to  record  what  400  thousand  subscribers  are 
watching  at  any  given  time.  This  information  is  transcribed  from  the 
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interrogator  into  standard  IBM  business  macMnes.  The  machines  then 
wiU  produce  an  invoice  giving  the  subscriber  the  detail  of  the  program 
viewed  and  charges.  Statements  will  be  sent  to  subscribers  at  the  end 

of  each  month.  .     ^   „  ^.         ,  r,^„ 

Tolvision  Inc.,  does  not  intend  to  make  an  installation  charge  tor 
their  service.  Charges  will  be  based  on  the  programs  watched  and  pos- 
sibly a  service  fee  for  music.  . 

Althouoh  this  system  has  not  been  demonstrated  publicly,  beginning 
in  October,  1958,  they  established  a  plant  in  Lynbrook  Long  Island 
for  test  purposes.  During  the  testing  period  observers  from  the  Bell 
Laboratories,  the  New  York  Telephone  Company  and  American  Tele- 
phone and  Telegraph  Company  engineers  provided  some  assistance. 
According  to  the  witness  appearing  before  this  subcommittee,  these 
tests  proved  the  equipment  Tolvision  proposes  to  use  is  technically 
sound  They  are  prepared  to  go  forward  as  soon  as  such  elements  as 
financing,  franchise  arrangements,  wire  distribution  system,  etc.  are 
worked  out. 

PROGRAMMING,  CHARGES  AND  ADVERTISING 
Promoters  of  pay  television  contend  their  media  is  the  only  practical 
economic  method  to  offer  the  public  programs  which  they  want  and 
should  see.  Presentations  generally  would  consist  of  attractions  where 
admission  fees  are  charged  at  the  scene  of  the  event,  whether  it  be  a 
baseball  park,  football  stadium,  fight  arena,  motion  picture  theater 
legitimate  theater,  an  opera  house  or  concert  hall.  Unless  there  is  a 
cost  comparison  to  the  subscriber  of  pay  television,  presentations  would 
lose  a  certain  amount  of  appeal,  which  in  turn  would  definitely  attect 
the  demand  Proponents  further  contend  because  of  cost,  many  ot  tne 
more  important  sporting  events  wiU  be  removed  from  free  or  commer- 
cial television  and  this  media  will  provide  a  means  for  the  home  viewer 
to  see  them.  Also,  they  believe,  under  the  toll  television  concept,  it  will 
be  possible  to  show  programs  such  as  opera,  ballet  and  Broadway  plays, 
which,  because  of  cost,  are  not  shown  on  free  television. 

Costs  to  subscribers  of  toll  television  are  somewhat  nebulous.  Wit- 
nesses appearing  before  this  subcommittee  have  talked  m  terms  ot 
perhaps  a  one-doUar  charge  for  receiving  a  first-run  movie  Telemeter, 
at  their  Etobicoke,  West  Toronto  installation,  are  presently  applying 
this  charge.  They  also  present  a  children's  program  on  Saturday  atter- 
noon  for  25^.  Charges  for  individual  presentations,  however,  will  un- 
doubtedly vary  depending  on  costs  of  production.  As  stated  in  our 
previous  report,  flat  rate  system  charges  approximate  $8  to  ^lU  per 

month.  ,  .,  ..       t, 

Promoters  of  pay  television  are  in  accord  on  prohibiting  commer- 
cials" or  paid  advertising  from  their  presentations.  This  they  contend 
is  one  of  the  strongest  selling  points  in  assuring  their  viewers  an  unin- 
terrupted program. 

POSITION  OF  THE  PACIFIC  TELEPHONE  AND  TELEGRAPH 
COMPANY  RELATIVE  TO  PAY  TELEVISION 
At  the  subcommittee  hearing  in  Los  Angeles  on  November  4,  1959, 
the  Pacific  Telephone  and  Telegraph  Company's  representative  made 
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the  following  statement  as  to  the  company's  position  relative  to  pay 
television. 

"The  Pacific  Telephone  Company  recognizes  it  has  a  responsi- 
bility to  meet  the  public  demands  for  public  utility  communica- 
tion services.  Over  the  years  there  have  developed  demands  for 
various  kinds  of  communication  services.  Special  facilities,  chan- 
nels for  various  types  of  TV  programs,  have  been  furuished  under 
filed  tariff  charges  for  a  number  of  years.  Pacific  Telephone  Com- 
pany has  provided  channels  between  one  premise  and  another  for 
closed  circuit  TV  which  is  used  for  educational  purposes,  the 
transmission  of  prize  fights  for  theater  showings,  and  to  meet 
various  needs  of  industry.  The  company  has  provided  only  the 
channels  necessary  to  transmit  the  programs  and  has  had  nothing 
to  do  with  the  cameras  or  the  programs. 

"Closed  circuit  TV  requirements  have  been  quite  limited  and 
have  been  met  by  using  existing  facilities  or  by  modest  additions 
to  telephone  plant. 

^  "Some  time  ago,  Pacific  Telephone  Company  was  asked  to  con- 
sider whether  it  would  provide  channel  facilities  for  closed  wire 
circuit  pay  TV.  The  plans  contemplated  providing  closed  circuit 
TV  programs  to  residences  throughout  large  metropolitan  areas. 
These  plans  have  posed  many  and  diverse  problems. 

"In  recent  months,  there  has  been  considerable  interest  in  pay 
TV  by  Congress  and  the  State  Legislature.  It  is  not  clear  at  this 
time  what  course  this  interest  will  take. 

"It  is  not  the  province  of  Pacific  Telephone  Company  to  decide 
what  the  public  policy  should  be.  Whether  pay  TV  is  good  or  bad, 
the  type  of  program,  how  much  is  charged,  and  many  other  prob- 
lems are  not  the  responsibility  of  the  Telephone  Company.  It 
would  not  provide  the  studio  or  receiving  equipment  and  it  would 
not  assume  any  responsibility  to  the  subscriber  to  pay  TV  in  re- 
gard to  these  matters.  Its  only  interest  is  in  supplying  channels 
m  the  event  closed  wire  circuits  are  required  by  financially  respon- 
sible persons  selling  pay  TV  service  to  the  public. 

"The  provision  of  channels  needed  for  closed  wire  circuit  TV 
to  serve  large  metropolitan  areas  could  involve  construction  of 
facilities  costing  many  millions  of  dollars.  The  Telephone  Company 
cannot  invest  these  large  amounts  to  serve  a  risk  venture  which 
anticipates  a  public  demand  which  has  not  been  proven,  without 
adequate  financial  guarantees.  To  do  so  would  put  an  inequitable 
burden  on  other  public  utility  services. 

"It  may  be  impractical  in  many  communities  for  the  pay  TV 
company  to  construct  the  substantial  amount  of  distribution  plant 
of  wire,  poles  and  underground  conduits  which  would  be  necessary. 
In  the  event  it  is  determined  that  pay  TV  is  in  accord  with  public 
policy,  there  is  a  demand  for  it,  the  financial  and  other  require- 
ments are  met;  Pacific  Telephone  Company  can  furnish  the  re- 
quired facilities. 

"In  the  event  Pacific  Telephone  Company  provides  channel  fa- 
cilities for  pay  TV  in  California,  it  will  be  necessary  for  it  to 
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obtain  approval  of  rates  and  conditions  for  the  furnishing  of  such 
service  from  the  California  Public  Utilities  Commission.  At  the 
present  time  such  approval  has  not  been  requested  by  our  Com- 
pany. ' ' 

POSSIBLE  STATE  REGULATION  UNDER  EXISTING  LAW 
Under  the  existing  laws  the  State  of  California  has  no  authority  to 
regulate  closed  circuit  television  systems.  As  pointed  out  m  an  earlier 
section  "Air-Length"  television  systems  are  definitely  under  the  regu- 
lation of  the  Federal  Communications  Commission.  Under  existing  laws 
the  California  Public  Utilities  Commission  would  have  no  control  over 
rates  or  charges  made  by  toll  television  operators.  However,  if  the  pro- 
moters of  toll  television  contract  with  a,  utility  company  to  provide 
their  cable  distribution  system,  such  contracts  would  have  to  be  ap- 
proved by  the  California  Public  Utilities  Commission.  Commission 
approval  would  be  forthcoming  only  if  it  were  clearly  established  the 
additions  to  the  utilities'  physical  plant  were  self-supporting  and 
would  not  conflict  with  the  present  and  future  service  rendered  by  the 

^*^  ^^^'  FINDINGS  OF  THE  COMMITTEE 

As  a  result  of  the  hearings  in  Los  Angeles  on  November  4,  1959  and 
in  San  Francisco  on  May  18,  1960,  the  subcommittee  determined  the 
following  facts: 

1  There  is  a  continuing  movement  to  promote  the  franchise  and 
installation  of  pay  television  systems  in  this  State.  Some  cities  and 
counties  have  and  are  negotiating  franchises  tor  that  purpose  and  con- 
tracts have  been  made  for  programming. 

2  Economically  and  practically  the  provision  of  distribution  systems 
for 'closed  circuit  television  systems  depends  on  the  participation  oi 
telephone  companies.  Under  present  state  law  the  Public  Utilities  Com- 
misLn   has   jurisdiction    to    protect    existing    and    future    telephone 

service.  ^    .       .,        , 

3  It  appears  highly  improbable  more  than  one  closed  circuit  system 
can  economkally  be  installed  in  an  area.  The  cost  of  an  additional  sys- 
tem would  be  prohibitive  to  the  customer,  which  m  turn  would  make 
him  a  captive  to  the  first  system  for  which  he  subscribed. 

RECOMMENDATIONS  OF  THE  COMMITTEE 

There  are  no  pay  television  concerns  presently  operating  in  the 
State  of  California.  This  committee  believes  that  until  experience  is 
gaSed  from  actual  operations  it  is  impossible  to  determine  he  ex  ent 
of  and  requirement  for  legislation.  Any  attempt  to  draft  legislation 
at  this  time  is  in  the  opinion  of  this  committee,  premature.  Accoid- 
hlly  it  £  tS  recommendation  of  this  committee  to  take  no  action 
until  such  time  as  experience  is  forthcoming  from  actual  operations. 

The  committee  does  feel,  however,  that  the  Legislature  fo^ild  con- 
tinue to  watch  carefully  for  future  developments  m  this  field  of  toll 
television. 
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LETTER  OF  TRANSMITTAL 

December  1,  1960 
Honorable  Ralph  M.  Brown 

Speaker  of  the  AssemUy 
State  Capitol,  Sacramento,  California 

Mr.  Speaker  and  Mejibers  of  the  Assembly:  Pursuant  to  House 
Resolution  No.  326  of  the  1959  General  Session,  directing-  the  Assembly 
Interim  Committee  on  Agriculture  to  ascertain,  study  and  analyze 
problems  relating  to  vertical  integration  in  agriculture,  small  family 
farms,  marketing  problems,  greenbelting,  the  establishment  of  a  pest 
control  board,  the  use  of  sodium  fluoroacetate  (Compound  1080),  and 
problems  brought  to  the  attention  of  the  committee  at  the  time  of  the 
respective  hearings.  ^  •     a      ^ 

The  agriculture  committee  held  meetings  in  Red  Bluff,  Davis,  Stock- 
ton, Petaluma,  Fresno,  Bakersfield,  Riverside,  Santa  Barbara,  Salinas, 
San  Jose  and  San  Diego. 

This  is  the  first  time  in  many  years  that  the  Assembly  Agriculture 
Committee  went  into  the  field  and  heard  the  farmers'  viewpoints.  AVe 
are  submitting  to  you,  herewith,  these  views. 

Legislative  action  has  not  been  recommended  for  many  of  the  sub- 
jects^studied  either  because  legislative  action  has  not  been  deemed 
appropriate  or  further  research  and  study  appeared  necessary. 

Transcripts  of  the  hearings  and  exhibits  offered  at  the  hearings  are 
available  in  the  office  of  the  chairman  of  the  committee,  Samuel  R. 
Geddes,  Room  2140,  State  Capitol,  Sacramento,  California. 


Respectfully  submitted, 

Samuel  R.  Geddes,  Chairman 
L.  M.  Backstrand 
William  Biddick,  Jr. 
Myron  H.  Frew 
Charles  B.  Garrigus 
James  L.  Holmes 
Richard  H.  McCollister 
Lloyd  W.  Lowrey 


John  C.  Williamson,  Vice 

Chairman 
Leverette  D.  House 
Alan  G.  Pattee 
Jack  Schrade 
Harold  Sedgwick 
Gordon  Winton 
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INTRODUCTION 

Extract  from  Opening  Remarks  of 

CHAIRAAAN   SAMUEL  R.  GEDDES 

Assembly  Agriculture  Committee  at  One  of  the  Eleven  Meetings 

"Onr  sole  purpose  in  holding:  these  meetings  is  to  find  out  what  Cali- 
fornia farmers,  themselves,  believe  should  be  part  of  what  I  might  call 
'A  Survival  Program  for  California  Agriculture.' 

' '  California  farmers  are  the  most  efficient,  the  most  modern,  the  best 
capitalized  in  the  world.  Yet,  we  find,  each  year,  their  net  income  going 
down.  In  some  commodities,  they  have  become  little  more  than  hired 
men  on  their  own  farms.  In  almost  all  commodities,  rising  costs  are  not 
met  by  increased  income. 

'•Something  is  wrong.  When  we  find  out  what's  going  wrong  and 
what  those  closest  to  farm  problems  believe  ought  to  be  done  about  it, 
we  intend  to  bring  'A  Survival  Program  for  California  Agriculture  to 
the  next  Legislature  and  to  the  Governor. 

' '  Our  method  of  achieving  that  purpose  is  to  have  the  farmers  tell  us 
what  they  think  ought  to  be  done  about  our  many  pressing  farm  prob- 
lems and  to  find  out  from  them  what  they  themselves  have  done  to  keep 
afloat  in  the  stormy  weather  that  agriculture  has  been  having  m  the 
past  few  years. 

''Laws  are  made  to  protect  the  people  and  when  tliey  no  longer  tuitiil 
this  purpose,  it  is  the  people's  job  to  change  them  through  their  repre- 
sentatives in  Sacramento  and  Washington.  We  are  coming  to  you,  to 
hear  your  problems,  and  to  hear  your  recommendations  for  solving 
them. ' ' 

COMMITTEE  HE.ARINGS 

The  committee  held  hearings  in  Fresno,  September  29,  1959 ;  Bakers- 
field  September  30,  1959 ;  San  Jose,  October  15,  1959 ;  Salinas,  October 
16,  1959;  Santa  Barbara,  October  26,  1959;  Stockton,  November  20, 
1959;  Petaluma,  November  23,  1959;  Riverside,  November  27,  19o9; 
San  Diego,  December  2,  1959;  Davis,  May  2,  I960;  and  Pved  Bluff, 
Auc-ust  26,  1960.  At  these  11  meetings  held  throughout  the  State,  some 
660"^  persons  attended,  with  testimony  received  from  approximately  340 
farmers,  farm  officials,  experts  and  interested  citizens. 

COMMITTEE  WORK  PLAN 

The  committee's  work  plan  was  designed  to  make  a  thorough  and 
detailed  inquiry  into  the  Agricultural  Program  in  the  State  of  Cali- 
fornia. 

Many  facets  of  agriculture  were  reviewed  and  studied.  Ihe  egg, 
turkey,  poultry,  livestock,  milk  industries,  the  vegetable  growers,  the 
citrus,  fruit  and  nut  growers,  taxes,  urbanization,  water,  power  and 
all  other  factors  relating  to  producing  food  from  the  fields  to  the 
consumer. 


(7) 


8  ASSEMBLY  INTERIM   COMMITTEE  ON  AGRICULTURE 

The  committee  was  autliorized  and  directed  to  ascertain,  study  and 
analyze  the  following  legislative  measures,  along  with  other  matters 
relating   to   agriculture : 

1.  Vertical  integration  and  contract  farming  in  agriculture — A.C.K,. 
60  (McCollister,  Samuel  R.  Geddes,  Winton,  and  Belotti). 

2.  The  problems  of  the  family-size  farm— H.R.  365  (AVilliamson, 
Garrigus,  and  Samuel  R.  Geddes). 

3.  The  problems  of  small  business  with  special  reference  to  a  bill 
setting  up  a  division  of  small  business  aid  in  the  State  Board  of 
Equalization— A.B.   1470    (Samuel  R.   Geddes,  Pattee,  Chapel). 

4.  A  bill  setting  up  an  agricultural  pest  control  board  to  govern 
the  agricultural  pest  control  industry— A.B.  2513  (Frew,  by  request). 

5.  The  use  of  the  chemical,  sodium  fluo^oacetate  (Compound  1080) 
in  agricultural  and  range  rodent  and  predator  control — A.B,  1996 
(Beaver). 

6.  Emergency  Food  Production  Soil  Reserves— A.B.  2834  (Rees, 
Bruce  F.  Allen,  Bradley,  Hegland,  Nisbet,  Schrade,  and  Winton). 

We,  in  turn,  are  submitting  to  you  the  testimony  received  at  the 
meetings  with  the  hope  that  California's  three  billion  dollar  a  year 
agriculture   industry   will  be  better  understood. 

There  is  no  record  of  an  Assembly  Agriculture  Committee  which 
has  had  the  interest,  or  taken  the  time,  or  exerted  the  effort  to  actually 
meet  the  farmers  and  hear  their  problems  and  viewpoints. 

Because  of  similar  viewpoints,  testimony  from  all  persons  testifying 
before  the  committee  have  not  been  included  in  this  final  report,  due 
to  repetition. 

APPRECIATION 

The  committee  extends  their  thanks  and  appreciation  to  all  persons 
who  have  assisted  in  bringing  this  report  to  the  California  Legislature. 

The  thoughtful  and  generous  response  the  committee  received  was 
most  gratifying  and  helpful,  not  only  at  the  hearings,  but  later  as 
Avell,  with  written  statements  being  submitted.  Both  the  testimony 
and  written  statements  were  valuable  aids  to  the  committee's  work 
and  has  contributed  greatly  to  the  observations  contained  herein.  _ 

Special  thanks  to  the  representatives  and  members  of  the  California 
State  Grange,  California  Farm  Bureau  Federation,  Giannini  Founda- 
tion Economists,  University  of  California  Extension  Service,  University 
of  California  staff  (Davis-Berkeley),  California  Department  of  Agri- 
culture officials,  farm  associations,  co-operatives,  individual  farmers, 
and  local  newspapers  for  their  attendance  at  meetings  and  also  relay- 
ing the  subject  matter  to  their  readers. 


OBSERVATIONS 

Samuel  R.  Geddes,  Chairman  of  the  Assembly  Agriculture  Commit- 
tee, submitted  the  following  observations  to  the  national  conventions, 
taken  from  the  viewpoints  and  recommendations  of  persons  testifying 
at  the  committee  hearings  held  throughout  the  State  of   California. 
"We  heard  farmers  by  the  hundreds.  They  all  said  that  things 
were  terrible.  Then  we  heard  from  farm  experts,  from  the  univer- 
sity and  elsewhere.  They  said  that  things  were  not  only  terrible, 
thev  were  going  to  stay  terrible,  even  get  worse.  Looking  at  the 
evidence,  I  agreed  with  them.  Studying  the  national  situation,  I 
find   it   no   different,   so   my   suggestions   will   not   be    'local'   or 
'  regional '. ' ' 
My  interpretation  of  the  findings  of  the  committee  is  as  follows : 

1.  The  basic  farm  problem,  here  as  elsewhere,  is  that  even  slight 
overproduction  breaks  the  market  for  farm  products. 

2.  So  farmers  must  be  allowed  and  encouraged  to  adjust  produc- 
tion to  the  needs  of  the  market  in  the  same  way  that  industry  does. 
They  should  produce  enough  to  give  every  man,  woman  and  child  in 
America  a  high-quality  diet,  but  should  not  be  penalized  for  doing  so, 
as  they  are  now. 

3.  To  help  farmers  do  this,  authority  for  nationwide  self-help  mar- 
keting programs,  along  the  lines  of  those  we  use  in  California,  must 
be  given  at  once  if  an  independent  agriculture  is  to  continue  to  exist. 

4.  In  these  programs,  as  well  as  in  all  others,  crops  like  those  in 
California— fruits,  nuts,  vegetables,  poultry,  eggs— must  be  given  the 
same  recognition  as  the  so-called  "basics."  More  local  fresh  purchases 
must  be  made  for  the  school  lunch  and  food  stamp  programs. 

5.  Marketing  programs  will  eventually  have  to  have  production  li- 
censing features.  As  long  as  anybody  with  money  to  spare  can  move 
right  into  agriculture,  we  will  be  plagued  with  unnecessary  overpro- 
duction. 

6.  Legislation  is  needed  to  curb  the  effects  of  vertical  integration  by 
processors  and  suppliers,  and  to  encourage  it,  where  desirable,  by  farm- 
ers' organizations. 

7.  Legislation  is  needed  to  protect  the  right  of  farmers  to  bargain 
collectively.  We  found  widespread  discrimination  by  processors  against 
members  of  farmer  bargaining  organizations. 

8.  Legislation  is  needed  to  prevent  unfair  trade  such  as  labeling  the 
products  of  one  state  as  the  products  of  another. 

9.  Legislation  in  the  field  of  farm  labor  is  needed  to  prevent  unfair 
competition  between  low-wage  and  high-wage  areas  of  the  nation. 
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10.  A  reorganization  of  the  Department  of  Agriculture  is  needed  to 
stress  active  help  to  farmers  on  marketing  problems  and  less  research 
on  production  efficiency.  I  am  glad  to  say  that  our  California  State 
Department  of  Agriculture  is  moving  in  the  direction  of  becoming  a 
positive  aid  to  farmers  in  this  way. 

11.  Legislation  is  needed  to  prevent  the  loss  of  our  best  farmland  to 
sprawling  cities  and  the  spreading  net  of  freeways. 


f  ■; 


VERTICAL  INTEGRATION 

I.     DEFINITION 

"The  place  of  vertical  integration  in  American  agriculture  may  be 
best  understood  if  one  thinks  of  agriculture's  problems  in  three  phases. 
Let 's  call  them  Phases  of  Development  of  American  Agriculture. 

During  Phase  I,  we  have  been  engaged  in  a  struggle  to  attain  effi- 
ciency of  production  in  agriculture  within  the  firm.  This  includes 
efficiency  on  the  farm  or  ranch,  the  packing  shed,  within  the  processing 
plant  and  in  the  feed  mill  or  other  supply  firms.  Most  of  this  work  has 
been  technological  and  scientists  working  for  USDA,  for  land  grant 
colleges  and  for  many  private  companies  have  made_  tremendous  im- 
provement in  plant  or  animal  breeding,  in  plant  or  animal  feeding  and 
in  engineering  with  water,  soils,  buildings  and  equipment.  We  have 
devoted  most  of  our  attention  to  this  technological  phase  for  the  past 

40  years.  •     i  u     • 

During  the  past  10  years,  agricultural  financiers,  practical  business- 
men and  co-operatives  have  begun  to  effect  a  reorganization  of  agri- 
culture vertical  integration  which  creates  economic  or  organizational 
efficiency  within  industries.  This  is  done  by  tying  together  the  ele- 
ments of  an  industry,  the  supplier,  the  farmer  and  the  processor.  Using 
the  poultry  industry  for  example  we  have  the  feed  manufacturer,  the 
hatchery,  the  producer  and  the  processor  tied  together,  through  the 
mechanism  of  contracts  between  independent  firms  (the  most  common 
form  of  integration)  by  one  company  owning  all  stages  or  by  means  of 
a  co-operative. 

Vertical  integration  may  be  most  accurately  defined  as  a  production 
and  marketing  system  wherein  all  of  the  essential  agents  in  the  produc- 
tion and  marketing  process  are  placed  under  unified  direction  and 
control  (either  by  individual  ownership  or  contractual  arrangements 
between  independent  firms)  to  make  possible  the  co-ordination  and 
scheduling  together  of  all  operations.  For  the  poultry  industry  this 
scheduling  eliminates  the  cost  that  arises  from  volume  fluctuations  m 
a  poultry  processing  or  feed  manufacturing  plant.  The  unified  control 
or  tying  together  eliminates  all  cost  of  buying  and  cost  of  selling  except 
where  ingredients  are  bought  from  or  dressed  poultry  is  sold  to_  a  per- 
son who  may  not  be  brought  under  this  unified  control  because  his  mam 
business  is  not  poult rv.  This  second  problem  area  I  will  call  Phase  II. 
The  third  problem  area  of  agriculture  (Phase  III)  has  to  do  with  the 
relationship  between  the  producer  and  the  consumer,  the  seller  and  the 
buyer  or  as  we  say  it  here  in  this  department,  the  correlation  of  supply 
with  demand.  Producers  and  handlers  in  California  have  for  many 
years  been  using  the  self-help  marketing  order  program  to  solve  par- 
ticular commodity  problems  in  this  area. 

With  this  behind  us  we  can  now  illustrate  the  relationship  between 
vertical  integration  and  marketing  orders.  Again,  let's  use  the  poultry 


(11) 


12  ASSEMBLY  INTERIM   COMMITTEE  ON  AGRICULTURE 

industry  as  our  example.  Prior  to  the  integration  of  the  poultry  in- 
dustry there  was  a  tendency  toward  overproduction  during  six  months 
out  of  each  year,  and  chicken  meat  moved  into  storage  during  these  six 
months  and  out  of  storage  during  the  other  six  months  of  the  year.  Now 
since  the  poultry  industry  has  been  integrated,  we  have  a  tendency  to- 
ward overproduction  and  the  resulting  below-cost  prices  all  during  the 
year. 

Therefore,  in  the  poultry  industry  vertical  integration  has  increased 
the  need  for  the  marketing  order  type  of  program.  This  results  from 
the  efforts  of  the  large  integrated  firms  to  increase  their  share  of  the 
market. 

.  . .  The  overproduction  of  poultry  resulting  from  vertical  integration 
has  produced  such  low  prices  that  the  independent  producer  cannot 
compete  even  if  he  is  willing  to  assume  aH  of  the  risk  of  production. 
The  independent  producer  who  does  not  wish  to  be  integrated  by  some- 
one else  may  have  to  join  a  co-operative  to  secure  the  cost  savings 
possible  under  vertical  integration.  Probably  one  of  the  most  serious 
problems  of  the  present  situation  for  the  independent  producer  is  the 
capital  problem.  It  is  highly  unlikely  that  any  independent  producer 
can  secure  an  adequate  supply  of  operating  capital  at  as  low  a  rate  of 
interest  as  can  the  large  integrated  firm  with  whom  he  must  compete. 
With  margins  pushed  so  thin  by  low  prices  the  cost  of  capital  can  be 
the  difference  between  profit  and  loss.  Whether  all  our  co-operatives 
can  secure  capital  at  a  low  enough  cost  may  depend  upon  PCA  or  gov- 
ernment-sponsored sources  of  credit .  . . "  ^ 

II.     HOW  HAS  VERTICAL  INTEGRATION  COME  ABOUT? 

Vertical  integration  in  agriculture  is  nothing  new,  of  course.  Informa- 
tion submitted  to  the  committee  by  Dr.  G.  Alvin  Carpenter,  Extension 
Economist  for  the  University  of  California,  suggested  some  historical 
background  and  gave  an  outline  of  the  reasons  for  its  growth : 

The  general  farmer  of  a  generation  ago  practiced  vertical  inte- 
gration. In  his  poultry  business  he  produced  the  feed,  grew  the 
chicks,  dressed  the  birds,  and  in  many  cases  marketed  directly  to 
the  crossroads  store  or  the  village  housewife.  The  farmer  has  been 
contracting  for  years  in  the  growing  of  sugar  beets  with  the  sugar 
company.  He  has  been  contracting  his  milk  to  the  milk  plant,  his 
canning  fruits  and  vegetables  to  his  canner ;  and  he  has  contracted 
his  hatching  eggs  to  hatcheries  and  his  certified  seed  to  certain 
specific  buyers.  The  farmers'  co-operative  has  often  been  his  part- 
ner in  this  process  of  integration  as  it  has  developed  sources  of 
fuel,  fertilizer  and  other  production  items  or  has  taken  his  product 
through  the  marketing  channels  closer  to  the  consumer.  His  co- 
operative has  often  provided  know-how  through  production  and 
marketing  information  and  has  helped  to  market  or  to  contract  for 
sale  of  his  products. 

It  is  true  that  many  of  the  earlier  arrangements  did  not  nivolve 
the  amount  of  financing,  the  tight  control  over  production  and 
marketing  methods  and  the  degree  of  specialization  in  buying  con- 

1  statement  of  Dr.  James  T.  Ralph,  State  Board  of  Agriculture  on  Vertical  Integra- 
tion, October  19,  1959. 
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tracts  that  we  have  today ;  but  nevertheless,  we  have  had  vertical 
integration  in  agricnlture  for  a  long  time  and  more  of  it  than 
many  people  think.  There  was  a  difference,  however.  People  didn't 
know  it  bv  the  fancy  name  \^e  give  it  today,  and  nobody  got 
unduly  excited,  and  no  one  was  trying  to  panic  the  nation  with 
scare  headlines  that  the  family  farm  was  doomed,  and  that  farm- 
ers were  soon  to  become  peons  and  robots  because  of  this  develop- 
ment As  we  look  at  the  process  today,  it  is  not  vertical  integration 
itself  which  is  new.  It  is  the  extent  of  this  integration  and  the 
devices  through  which  it  is  achieved  that  are  new.  .  . 

The  emphasis  on  vertical  integration  today  has  grown  out  of 
the  struggle  of  the  agencies  engaged  in  production  and  marketing 
of  food  1:0  shorten  the  gap  between  the  producer  and  consumer, 
to  bypass  needless  agencies,  dealers,  brokers,  and  the  like,  to  re- 
duce costs,  to  get  the  benefits  of  margins  in  the  various  steps  be- 
tween the 'farm  and  the  consumer,  to  obtain  the  benefits  of  mass 
production  and  large  scale  processing  and  distribution,   and  to 
supplv  the  ultimate  consumer  with  the  kind  and  quality  of  prod- 
uct he  desires.  We  simply  have  to  recognize  that  these  are  some 
of  the  fundamental  reasons  why  integration  is  developing  more 
today.  .  . 
Before  the  Fresno  hearings,  a  member  of  the  State  Board  of  Agri- 
culture and  the  manager  of  the  Turkey  Advisory  Board  showed  how 
turkey  profits  have  declined  precipitously  over  the  past  decade,  from 
a  profit  of  close  to  $5  a  bird  in  1948,  to  a  net  loss  per  bird  m  recent 
times  The  plight  of  the  industry  was  traced  to  feed  dealers  and  others 
moving  into  it  behind  eager  new  operators  in  the  piping  times  of  the 
late   '40 's    They  financed  growers  right  and  left,  with  the  final  result 
being  an  overproduction  which  reduced  grower  profits  to  zero  while 
it  still  enabled  the  feedmen  to  make  money  since,  under  their  gross- 
profit-splitting  contracts,  they  did  not  have  to  account  for  deprecia- 
tion on  the  grower's  plant  or  pay  interest  on  his  investment.  While 
gigantic  promotional  efforts  had  more  than  doubled  Calitornia  con- 
sumption per  capita,  the  growers  were  still  not  making  money,  appar- 
ently because  the  integrator  had  no  real  incentive  to  make  the  moves 
necessary   to   raise   wholesale   prices  to   the   level   which  would  have 
brought  his  "hired  hands"  the  profit  from  sales  he  had  already  taken 
on  the  feed  he  supplied  to  them.  ^     p    *      •     i 

Dr.  Hermon  I.  Miller  of  the  United  States  Department  of  Agricul- 
ture told  the  House  Agriculture  Committee  in  April,  1959 : 

The  price  problem  being  faced  by  the  poultry  industry  today 
has  been  developing  for  a  number  of  years.  Perhaps  the  most  im- 
portant single  factor  directly  associated  with  this  problem  has 
been  the  rapid  development  of  the  specialized  commercial  produc- 
tion within  the  industry  and  the  trend  to  contract  farming  and 

integration.  .  .  -,      ■     ^  j     ^.■ 

The  industry,  in  all  its  segments,  has  emphasized  production 
without  having  a  weather  eye  out  for  markets.  In  effect,  there 
has  been  a  great  tendency  to  produce  to  market,  rather  than  to 
produce  for  the  market.  .  . 
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III.     WHERE  DOES  VERTICAL  INTEGRATION  NOW  EXIST  IN 

CALIFORNIA?  HOW  HAS  IT  MANIFESTED  ITSELF? 

WHERE  IT  IS  LIKELY  TO  COME? 

1 .  The  Turkey  Industry 

According  to  all  informants,  the  turkey  industry  is  now,  to  all  in- 
tents and  purposes,  completely  integrated,  mostly  under  feed  dealers. 
The  point  has  been  reached  where  the  flourishing  turkey  processing 
co-operative  in  the  Central  Valley  is  hard  put  to  it  to  get  birds  to 
work  on  in  order  to  maintain  its  flow  of  products  to  retailers.  Operators 
with  flocks  who  would  once  have  been  considered  among  the  largest 
of  independent  growers,  are  now  operating  under  integration  contracts. 

2.  The  Poultry  hdustry 

At  Petaluma,  a  Windsor  poultryman,  defined  vertical  integration  in 
his  industry  as : 

Where  a  poultry  producer  signs  a  contract  with  a  feed  company 
(ordinarily)  and  receives  some  money  and  one  of  the  conditions 
of  that  contract  is  that  he  has  to  buy  his  feed  from  him  or  sell 
his  eggs  to  a  certain  place.  That  is  one  of  the  conditions  for  getting 
the  money.^ 

A  representative  of  the  Poultry  Producers  of  Central  California  at 
the  hearings,  noted  that  equipment  manufacturers  are  starting  to  come 
into  the  integration  picture  and  have  a  rather  strong  hand  in  integra- 
tion at  the  present  time,  and  are  currently  encouraging  expansion  in 
the  face  of  the  surplus  which  is  not  a  very  good  procedure. 

A  county  farm  bureau  representative  at  the  Riverside  meeting  said : 

The  egg  producers  of  Eiverside  County  are  in  serious  trouble 
and  it  is  not  entirely  of  their  own  making.  The  thing  that  has 
gotten  us  into  trouble,  in  my  opinion,  is  poor  and  loose  financing 
by  the  following : 

1.  Business  hungry  feed  mills. 

2.  Sales  anxious  equipment  producers. 

3.  Hatcheries  ambitious  to  sell  the  extra  million  chicks. 

4.  Ijegitimate  credit  agencies  in  the  agricultural  field  trying  to 
meet  falsely  set  lending  quotas. 

5.  Nonrural  investors  looking  for  income  tax  saving  devices.- 

The  President  of  the  San  Gorgonio  Pass  Farm  Bureau  Center  echoed 
this: 

A  long  period  of  depressed  egg  prices  has  brought  poultrymen 
through  the  nation,  as  well  as  California,  to  a  most  critical  finan- 
cial position.  The  details  you  no  doubt  have  heard  and  will  hear 
again,  repeated  over  and  over. 

Overproduction  is  the  obvious  cause.  The  reasons  for  this  over- 
production are  less  obvious.  I  would  like  to  enumerate  some  of 
them. 

First:  Exhortations  by  "experts"  employed  by  all  of  the  institu- 
tions that  employ  full-time  farm  "experts" — such  as  the  U.S.  De- 
partment of  Agriculture  and  the  University  of  California— that 

1  Henrv  Burke,  Petaluma  Hearing,  November  23,  1959. 

2  Robert  Hartwell,  Riverside  Hearing,  November  27,  1959. 
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poultrymen  must  continually  get  bigger  and  bigger.  And  poultry- 
men  followed  this  advice.  Profit  margins  kept  shrinking  and  it 
took  more  and  more  eggs  from  more  and  more  chickens  to  supply 
the  operator  and  his  family  with  a  living  wage. 

The  "experts"  who  encouraged  this  trend  implied  that  it  would 
end  Avhen  the  family  farm  had  reached  the  point  where  no  more 
laying  hens  could  be  accommodated  without  employment  of  out- 
side help.  .  1   rn    T 

The  average  age  of  a  commercial  poultryman  is  around  oU,  1 
am  told.  At  this  age,  a  man  should  begin  to  slow  down,  not  speed 
up.  But  many  today  are  working  10-hour  work  days— and  chicken 
ranching  is  a  365-day-a-year  job— because  their  wives  hate  chick- 
ens and  the  kids  are  too  busy  with  social  life,  if  there  are  any 
kids.  Yet,  they  still  are  having  trouble  meeting  expenses  and  then- 
ranches  today  are  having  trouble  meeting  expenses  and  their 
ranches  todav  are  worth  only  about  half— on  the  market— of  what 
they  were  worth  five  years  ago  before  the  "experts"  started  tell- 
ing them  that  the  way  to  put  out  a  fire  was  to  pour  gasoline  on  it. 

The  "experts"  are  still  at  it.  I  quote  from  USDA  Marketing 
Research  Report  No.  332  called  "Integrating  Egg  Production  and 
Marketing." 

The  report  states : 

...  An  annual  management  return  of  only  10-cents  per  hen 
equals  $25,000  on  a  250,000  hen  operation.  The  same  return  per 
bird  on  a  5,000  bird  flock  gives  the  producer  a  management  return 

of  only  $500.  nn  u-  ^  a     i 

That  is  good  arithmetic  but  poor  economics.  A  5,000  bird  tiock 
is  a  family-sized  operation  and  need  have  no  hired  labor.  The 
amount  allowed  in  efficiency  studies  for  labor  costs— around  $1  or 
$1.25  an  hour— should  be  enough  to  support  the  operator  and  his 
family.  The  $500  is  clear  profit. 

The  larger  operation,  however,  actually  must  pay  hired  help 
which  may  prove  more  expensive — if  not  in  actual  wages,  then^  in 
reduced  efficiency.  A  250,000  hen  flock  requires  at  least  a  $2,000,- 
000  investment. 

Who  in  his  right  mind  would  invest  $2,000,000  in  a  business 
that  would  only  pay  him  $25,000  a  year  back?  And  no  one  who 
knows  the  chicken  business  would  bank  very  heavily  on  even  that 
much  money.  Chicken  ranching  is  about  as  speculative  an  enter- 
prise as  there  is  in  the  world  and  the  number  of  things  that_  can 
go  wrong— and  cost  thousands  of  dollars— is  literally  fantastic. 

Let's  face  facts:  the  people  financing  these  huge  egg  factories 
have  no  intention  of  getting  by  on  a  10-cent  a  bird  profit.  They 
expect  to  squeeze  the  little  family  operator  out  and  have  the  field 
to  themselves. 

Second :  Financing  has  been  too  easy  to  get.  Particularly  from 
the  feed  mills.  They  have  gone  so  far  as  to  send  men  out  in  the 
field  to  offer  to  finance  ranchers  in  their  expansion  plans.  In  1954, 
two  months  after  I  bought  my  ranch  and  de5pite  the  fact  that  I 
had  absolutelv  no  prior  farming  experience,  a  feed  mill  offered 
to  loan  me  $1,500  to  expand.  Not  all  of  the  ranchers  in  my  area 
turned  down  offers  of  this  type.  In  fact,  I  strongly  suspect  that 
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well  over  the  half  of  the  ranchers  in  my  area  have  expanded  with 
feed  company  financing. 

This  means  they  are  captive  customers.  They  have  to  take  the 
feed  brought  to  them — and  it  can  be  watered  and  loaded  down 
with  "filler" — and  pay  whatever  the  mill  chooses  to  charge  them. 
I  understand  that  some  ranchers  in  this  predicament  are  paying 
50  to  75-cents  a  sack  more  for  their  feed  than  I  am.  They're  losing 
money.  Yet  they  can't  quit  business.  What  do  they  face?  Bank- 
ruptcy, foreclosures,  loss  of  their  life 's  savings  ?  Ask  the  feed  mills. 

Third:  Contract  egg  production  developed  and  promoted  by 
combines  usually  dominated  by  a  major  feed  mill.  The  combine 
owns  the  chickens  and  supplies  the  feed.  The  rancher  is  paid  a 
stipulated  amount  for  each  dozen  of  eggs  produced  to  compensate 
him  for  his  labor,  use  of  his  ranch  tod  other  expenses.  In  the 
southeast  and  south  central  states,  where  this  type  of  operation 
has  spread  like  a  plague,  the  farmer's  actual  return  usually  is 
less  than  the  national  minimum  wage,  if  you  figure  his  actual  pay 
for  the  actual  hours  worked  and  deduct  other  expenses  he  must 
pay  to  run  his  ranch. 

Contract  egg  production  of  this  type  is  making  inroads  in  Cali- 
fornia and  doubtless  is  a  major  factor  in  the  current  egg  glut. 
A  hatchery  in  this  area  breeded  tens  of  thousands  of  chicks  last 
Spring.  They  couldn't  sell  them  so  they  grew  them  out,  possibly 
to  sell  as  "started"  pullets.  Still  no  buyers.  So  now  a  major  feed 
company  is  supplying  the  feed  and  paying  at  least  one  rancher 
I  know  seven  cents  a  dozen  on  the  eggs  produced  for  taking  care 
of  about  8,000  of  them.  There  are  thousands  more  supplying  eggs 
to  drive  down  egg  returns  of  the  independent  poultrymau. 

Sure,  the  combine  is  losing  money  right  now.  But  for  every 
dollar  they  lose,  the  independent  poultrymen  are  losing  thousands. 
And  the  combine— or  at  least,  the  feed  mill  involved — has  the 
resources  to  ride  it  out  and  many  family  poultrymen  do  not,  espe- 
cially after  the  mad  rush  to  expand  of  the  past  several  years 
forced  many  of  them  to  use  all  the  credit  they  could  get.  _ 

Now  that  the  industry  is  in  such  a  mess,  why  hasn't  it  done 
something  about  it? 

For  one  thing,  the  "experts"— aided  by  the  Farm  Bureau,  var- 
ious trade  publications  and  it  would  seem  even  the  University  of 
California— have  poured  out  propaganda  designed  to  keep  the 
poultryman  confused,  divided  and  impotent.  In  addition,  no  effec- 
tive commodity  organization— such  as  the  California  Turkey  Fed- 
eration, as  an  example— exists  in  California  through  which  the  egg 
producer  can  make  himself  heard. 

The  egg  surplus  is  national  and  the  state  government  can't  do 
much  about  that.  But  the  State,  possibly  through  the  Department 
of  Agriculture,  can  do  the  poultryman  a  great  service  by  lending 
its  facilities  to  a  polling  of  sentiment  of  the  State 's  poultrymen  to 
show  legislators  in  Washington— such  as  Congressmen  Clem  Miller 
and  D.  S.  Saund  and  Senators  Hubert  Humphrey  and  Clair  Miller 
—that  we  back  the  National  Poultry  Stabilization  Act  by  a  whop- 
ping majority.-^ 


1  Bill  Barger — Riverside.  Hearing,  November  27,  1959. 
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It  was  not  known  how  far  integration  liad  gone  in  Calif ornia,  bnt  it 
mentioned  that  such  discussion  was  beside  the  ponit  because  it  was 
integration  in  other  states  which  had  destroyed  the  California  broiler 

'"^TheTame  trouble  in  eggs  was  foreseen  with  a  move  now  underway 
in  the  deep  South  to  integrate  them.  The  Georgia  Extension  Ser^ace 
official,  E.  A.  Gayvert  was  quoted  {The  Egg  Producer,  November,  19o9) 
as  saying : 

The  new  egg  contracting  program  is  being  undertaken  in  the 
main  by  f eed^dealers,  feed  manufacturers,  and  hatcheries  and  not 
by  e-o-  marketing  or  buving  firms.  This  indicates  that  the  basic 
motivation  is  the  procurement  of  feed  business  or  the  place- 

ment of  chicks  or  pullets  rather  than  a  means  of  securing  a  con- 
tinuous, uniform  and  quality  egg  supply  for  market  demands. 

A  poultryman  and  egg-producer  from  Riverside  County  also  believed 
that  the  egg  man  was  headed  down  the  same  road  to  integration  along 
which  the  poultrvman  had  been  hustled;  and  this  as  the  result  o±  a 
deliberate  conspiracy  to  keep  egg  prices  low:  He  believed  that  the 
wholesalers,  in  the  case  of  egg-purchasing,  like  the  processors  m  the 
case  of  chicken  meat,  simply  stated  the  price  they  wanted  to  pay,  and 
this  was  accepted  as  gospel  by  the  Federal-State  Market  News  Service 
without  any  real  independent  investigation.  The  idea  was  simply  to 
force  the  poultryman  out  of  business  or  into  an  integrated  setup. 

He  felt  that  one  of  the  devices  of  the  processors  and  wholesalers  use 
is  to  pull  completely  out  of  the  market  when  it  rises  above  a  certain 
point,  which  caused  it  to  drop  down  again. 

As  evidence  of  the  poultry  conspiracy  he  cited  local  6-cent  prices  m 
about  the  second  largest  market  in  the  United  States,  as  against  a 
national  average  of  9.6  cents. 

The  charge  against  the  Los  Angeles  egg  market  was  repeated  by  one 
who  noted  the  peculiar  behavior  of  the  Los  Angeles  egg  market  which 
has  remained  down  while  those  in  some  other  parts  of  the  country  have 
gone  up  during  some  type  of  shortage. 

He  said  that  he  felt  that  was  collusion  in  the  market,  citing  that  m 
the  past  two  weeks  (late  November,  1959),  poultrymen  in  the  area  had 
been  notified  at  much  the  same  time,  and  apparently  by  all  dealers, 
that  they  were  going  to  start  paying  the  same  amount  less  for  eggs. 

It  was  also  heard  at  the  San  Diego  meeting.  AVhatever  the  reasons 
may  be,  there  is  apparently  price  leadership,  at  least,  in  this  market, 
as  a  recent  study  by  S.  K.  Seaver  of  the  Giannini  Foundation  indicated 
that  the  timing  of  price  changes  occurred  in  such  a  way  that  mere 
chance  was  ruled  out. 

The  new  "caretaking"  system  for  production  of  eggs  was  outlined 
by  a  Vista  poultryman  at  the  San  Diego  meeting: 

For  example,  I  read  an  article  in  one  of  our  leading  poultry 
publications  recently  reporting  on  this  particular  question.  This 
article  mentioned  that  the  egg  producer  in  one  instance  was  receiv- 
ing a  guarantee  of  5  cents  per  dozen  for  his  eggs.  The  producer 
supplies    the    land,    the    laying   houses,    the    growing    cages,    the 

1  Mrs.  Thelma  Thomas,  Riverside  Hearing,  November  27,  1959. 
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brooders,  egg  cleaner  and  grader,  and  all  other  necessary  equip- 
ment, plus  all  the  labor.  The  feed  mill  provides  the  baby  chicks, 
feed,  vaccines,  and  medication.  Nothing  was  mentioned  about  the 
cull  hens  and  who  received  the  pittance  which  they  return.  Also 
there  was  no  mention  made  about  who  pays  the  personal  property 
tax  on  the  poultry  or  the  utilities. 

The  author  of  this  article  seemed  to  think  that  this  was  a  pretty 
good  deal  for  the  egg  producer.  Let's  take  a  quick  look  at  it.  Sup- 
pose the  producer  has  5,000  hens.  Ordinary  egg  production  should 
be  60  percent.  Good  production  is  65  percent.  Assuming  the  egg 
producer  is  a  good  manager,  then  we  would  be  gathering  3,250 
eggs  a  day  or  about  280  dozen.  At  5  cents  per  dozen  this  repre- 
sents $14  a  day.  Now  $14  per  day  sounds  good,  but  please  keep  in 
mind  that  this  man  must  have  a  lot  of  help  from  his  wife.  He  also 
has  land  worth  two  or  three  thousand  dollars,  and  equipment 
worth,  under  present  estimates,  $5  per  hen,  or  $25,000. 

So,  out  of  his  $14  a  day,  or  $5,110  a  year,  he  must  deduct  about 
$1,500  for  interest,  at  6  percent,  on  his  investment,  plus  $2,500 
for  depreciation,  a  total  of  $4,000.  This  leaves  him  $1,110  for  his 
labor,  even  if  the  integrator  pays  the  taxes.  Keep  in  mind  that 
this  man  has  been  working  about  12  hours  a  day,  every  day  of  the 
year,  and  his  wife  has  been  helping  him  at  6  hours  every  day. 

Again,  let  me  say  the  author  of  this  article  seemed  to  think  this 
was  a  good  deal  for  the  poultryman.  This  is  why  we  think  some 
facts  and  figures  should  be  acquired  to  show  the  egg  producers 
what  they  are  heading  for  if  they  allow  this  system  of  slavery  to 
be  imposed  upon  them.  ^ 

A  mail  survey  by  the  committee  covered  a  sample  of  250  out  of  2,000 
poultrymen  who  had  voted  in  the  1957  poultry  referendum  and  sought 
to  find  whether  the  amount  of  vertical  integration  had  increased  among 
them  since  that  time. 

3.  Dairying 

Informants  in  the  dairy  industry  say  that  vertical  integration  has 
often  been  tried  in  the  past,  but  it  has  never  worked  all  the  way  back  to 
the  ranch,  largely  because  of  the  great  personal  attention  needed  in  the 
management  of  a  herd. 

However,  the  worsening  position  of  Grade  B  dairymen  and  the  com- 
petition for  Grade  A  quotas  is  apparently  starting  a  trend  toward 
integration  again. 

At  Fresno,  a  representative  of  the  California  Milk  Producers'  Fed- 
eration, pointed  out  that  several  large  processors  are  now  giving  full 
Grade  A  allotments  to  their  own  herds  while  cutting  down  on  the  allot- 
ments of  the  dairymen  who  sell  to  them. 

At  the  Petaluma  meeting,  the  assistant  manager  of  the  California 
Milk  Producers'  Federation,  which  is  an  organization  of  17  Grade  A 
associations  with  1,600  producers  in  44  northern  counties,  said  that 
vertical  integration  is  beginning  to  become  a  problem  in  dairying  as 
distributors  purchase  ranches  or  interests  therein.  In  buying  milk  from 
their  own  ranches  they : 

1  S.  C.  Geasy,  San  Diego  Hearing,  December  2,  1959. 
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. .  .  allocate  a  disproportionate  share  of  Class  I  (fluid  milk) 
usage  to  these  ...  it  is  possible  for  a  distributor  who  ships  to  him- 
self to  pay  himself  100  percent  Class  I  for  all  his  production, 
thereby  leaving  his  independent  shippers  to  carry  whatever  surplus 
or  standby  supply  the  plant  has  .  .  } 

Back  of  this  plan  is  also  a  scheme  to  assure  themselves  of  more  manu- 
facturing milk  supplies  at  a  price  which,  until  recently,  was  in  all  ways 
unregulated,  he  said.  This  excess  Class  I,  sold  at  dump  prices,  naturally 
affected  the  market  for  manufacturing  milk,  thus  hurting  Grade  B 
producers  as  well.  He  suggested  that : 

...  it  would  be  proper  to  make  it  illegal  for  a  distributor  to 
allocate  to  his  own  production  more  than  the  uniform  share  of  his 
Class  I  usage  which  he  .  . .  allocates  to  all  his  producers  .  .  .  further 
.  .  .  something  may  be  needed  to  strengthen  the  bureau's  power  to 
establish  prices  for  all  classes  of  milk.^ 

He  concluded  in  saying  that  to  his  knowledge  there  were  as  yet  no 
retailers  or  wholesalers  who  have  gone  back  as  far  as  the  dairy  herd  in 
integrated  operations,  but  that  one  distributor  had  wholly-owned  sub- 
sidiaries in  the  wholesale  and  retail  grocery  trade. 

A  manager  of  the  San  Diego  Dairymen's  League,  local  unit  of  the 
Challenge  Cream  and  Butter  Association,  said : 

The  extent  of  vertical  integration  in  the  business  of  distributing 
milk  which  has  developed  in  the  State  of  California  since  the  year 
1950,  is  evidenced  by  the  fact  that  in  excess  of  50  percent  of  all  the 
milk  now  sold  to  retail  stores  in  Los  Angeles  County  is  handled  by 
food  markets  who  are  sole  owners  of  their  own  milk  plants,  or 
share  owners  along  with  other  market  operators  and  corporations 
which  are  milk  distributors  or  are  owned  or  controlled  by  milk 
distributors. 

...  We  believe  that  only  through  legislation  (of  this  nature)  can 
the  encouragement  of  further  vertical  integration  be  avoided,  and 
that  unless  this  is  done  the  natural  consequence  shall  ultimately  be 
the  repeal  of  the  Milk  Control  Act  with  the  consequential  loss  of 
all  of  the  benefits  therein  provided  for  milk  producers  generally.^ 

4.  Livestock 

There  is  a  continuing  and  very  strong  trend  toward  integration  in 
the  livestock  industry  further  to  the  East,  but  California's  isolated 
position  and  her  status  as  a  deficit  area  has  not  caused  it  to  start  here 
yet,  according  to  the  manager  of  the  Beef  Council. 

Some  of  the  reasons  for  integration  in  the  livestock  industry  were 
detailed  by  Extension  Economist  G.  Alvin  Carpenter,  in  a  paper  sub- 
mitted to  the  committee : 

Many  of  the  factors  encouraging  vertical  integration  in  farming 
have  come  from  developments  in  food  merchandising.  For  example, 
chain  stores  may  receive  ample  supplies  of  choice  beef  at  certain 
seasons  of  the  year,  but  relatively  light  supplies  of  the  type  of  beef 
they  want  at  other  times.  If  cattle  feeders  were  under  contract  with 

1  Leslie  Hubbard,  Petaluma  Hearing,  November  23,  1959. 

2  Edward  C.  Clark,  San  Diego  Hearing,  December  2,  1959. 
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packers  and  packers  in  turn  had  a  contract  or  sales  understanding 
with  retailers,  arrangements  could  be  made  for  a  continuous,  ample 
supply  of  uniform  grade  of  beef  to  the  retailer.  Many  packers  have 
a  problem  of  assuring  sufficient  supply  coming  from  feed  lots  in 
order  to  service  their  outlets  on  a  continuous  basis.  Many  packers 
consequently  use  the  contract  method  of  integration  or  some  other 
method  to  assure  steady  supplies  of  the  types  of  cattle  or  livestock 
they  need  to  service  their  outlets  and  maintain  their  share  of  the 
market. 

Most  packers  are  confronted  with  the  problem  of  high  overhead 
costs.  Anything  they  can  do  to  reduce  unit  costs  of  operation  is  to 
their  advantage.  For  example,  if  the  packer  hires  enough  labor  to 
process  meat  when  market  receipts  are  heavy,  then  when  supplies 
are  smaller,  as  has  been  the  case  in  re\3ent  months,  he  must  either 
curtail  his  labor  force  or  else  work  them  less  than  40  hours  per 
week.  This  creates  a  labor  cost  problem  since  approximately  50  per- 
cent of  his  expenses  are  for  labor.  On  the  other  hand,  if  he  had  a 
uniform  supply  of  livestock,  his  cost  problem  and  maintenance  of 
market  outlets  would  be  far  simpler.  Consequently,  he  is  interested 
in  contracting  or  integrating  operations  to  assure  him  a  more  uni- 
form supply  of  livestock  for  slaughter. 

Consumers  want  uniform  quality  and  quantity  as  well.  Most 
housewives  have  a  relatively  fixed  budget  for  meat.  If  prices  for 
meat  vary,  due  to  changes  in  supply,  housewives  may  vary  their 
purchases  of  certain  cuts  or  they  may  use  substitutes.  Retailers 
consequently  like  to  have  uniform  supplies  and  uniform  quality  to 
develop  and  hold  their  customers. 

Integration  as  we  have  tried  to  define  it  offers  them  this  oppor- 
tunity. For  example,  a  supermarket  chain  in  November,  1957,  ran 
this  advertisement.  "There  is  no  turkey  taste  like  fresh  turkey 
taste.  We  raised  40,000  fresh  turkeys  for  your  Thanksgiving  din- 
ner. We  purchased  40,000  turkey  poults  and  shipped  them  to 
farmers  in  this  area.  Broadbreasted  turkey  is  famous  for  its 
greater  amounts  of  white  meat  and  its  delicious  flavor. ' '  Then  note 
on  this  part  of  the  advertisement,  "Specially  selected  poults  fed 
to  our  high  standards  of  quality,  carefully  raised  by  us,  cleaned 
and  dressed  by  us,  packed  in  crushed  ice,  and  rushed  fresh  to  you. 

Such  operations  as  this  point  up  an  important  reason  for  large 
retailers  to  integrate  all  the  way  from  the  producer  through 
the  processor  to  the  consumer.  Will  those  operations  come  m  the 
cattle  or  hog  industry?  It  remains  to  be  seen. 

There  is  some  integration  of  hogs  by  means  of  contract  farming, 
according  to  the  State  Department  of  Agriculture,  but  the  industry 
itself  is  comparatively  small  in  California. 

5.   Canning  Fruit  and  Vegetables 

Integration  by  grower-owned  co-operatives  also  exists  here,  with 
Cal-Can,  the  growers'  organization,  now  being  the  fourth  largest  can- 
nery in  the  State. 

At  the  Stockton  meeting,  growers  in  the  Northern  San  Joaquin 
area  were  very  worried  about  a  resurgence  of  full  and  partial  inte- 
grating activities  by  packers. 
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A  member  of  the  San  Joaquin  County  Farm  Bureau's  Legislative 
Committee  stressed  the  integration  in  cannery  operations  as  a  menace 
to  the  family  farm. 

Corporations  right  in  our  own  community  (Ripon-Escalon) 
...  a  half  mile  from  my  place  ...  a  cannery  purchased  550 
acres  with  all  peaches  in"  them  ...  I  do  not  know  whether  or 
not  there  is  any  law  in  the  State  that  would  prohibit  carrying 
over  funds  from  one  (type  of)  concern  to  w^ork  on  another  side 
of  the  fence  .  .  .  That  "is  happening  (on)  a  large  scale  in  our 
community,  in  our  territory.  We  see  it.  Many  canneries  have  got 
their  own" acreage.  What  is  going  to  happen,  550  acres  of  peaches 
are  going  to  go  into  full  production.  (When  this  happens)  where 
am  I  going  to  go  with  my  20  or  40  ?  .  .  .  These  things  are  creat- 
ing a  panic  among  these  smaller  growers. '^ 

He  said  there  was  no  apparent  benefit  to  consumers  from  this 
process,  using  tomatoes  as  an  example — where  the  tomatoes  in  a  quart 
can  cost  the  cannery  2^  cents  as  against  a  shelf  price  10  times  as 
high.   In  peaches,  he  placed  the  margin  at  9  to  1. 

It  was  brought  to  the  attention  of  the  committee  that  the  tomatoes 
in  a  26-cent  bottle  of  ketchup  has  about  seven-tenths  of  one  cent 
worth  of  tomatoes  in  it.  The  bottle  cap  itself  costs  much  more  than 
the  tomato  product.  The  committee  was  urged  to  look  into  the  matter 
as  it  would  seem  the  producer  has  been  getting  the  short  end  of  it. 
Secretary  of  the  San  Joaquin  County  Farm  Bureau,  believed  some 
government  action  to  disassociate  processing  with  growing  should  be 
taken,  and  added  that  the  renewed  activity  of  the  packers  had  caused 
an  upturn  in  co-operative  activity  to  check  it.  He  stated: 

.  .  .  That  cannery  comes  out  and  buys  a  lot  of  land,  plants  the 
crop  which  it  is  processing.  The  farmers  realize  they  are  going 
to  be  in  direct  competition  with  them,  and  they  feel  this  could 
very  easily  drive  the  price  of  the  product  (they)  are  producing 
down  because  they  are  competing  with  them  in  production  as 
well  as  being  in  the  manufacturing  end  of  the  deal  over  here.=^ 

An  empire  grower  and  head  of  the  Peach  Growers'  Harvesting 
Committee  commented  that  he  was  a  member  of  the  Tri-Valley  Packing 
Association,  a  co-operative,  and  that  the  money  in  peaches  was  not 
made  in  canning  this  year.  He  said  that  the  need  for  a  good  distribu- 
tion svstem  is  the  main  headache. 

He  "felt  actual  purchase  of  land  by  canners  w-as  not  as  great  as  the 
practice  of  assisting  a  grower  in  buying  new  peach  land  and  then 
tying  him  up  for  a  10-  or  15-year  contract  which  is: 

...  In  a  sense  .  .  .  the  same  thing  as  the  canner  having  that 
land  .  .  .  each  (such  contract)  weakens  the  bargaining  position 
of  the  growers  which,  I  feel,  is  detrimental.^ 

Throughout  this  part  of  the  State  there  is  also  an  immense  amount 
of  contract  growing  of  tomatoes  and  other  vegetables.  This  process 

1  John  Woodstra,  Stockton  Hearing,  November  20,  1959. 

2  Charlie  Cooper,  Stockton  Hearing,  November  20,  1959. 

3  John  G.  Veneman,  Stockton  Hearing,  November  20,  1959. 
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has  grown  up  over  many  years  since  canners  must  have  an  assurance 
of  vegetables  to  keep  at  work,  and  growers  want  the  assurance  that 
they  will  have  a  market  for  crops  which  cost  a  great  deal  to  raise  and 
harvest. 

6.  Minor  Crops 

a.  Strawberries.  The  recent  alliance  of  John  Inglis  Company  and 
Driscoll  and  Associates  with  respect  to  strawberries  is  an  example 
of  an  integrated  operation.  The  Inglis  concern  is  located  in  Modesto 
while  the  Driscoll  operation  has  headquaretrs  in  the  San  Jose  area. 

b.  Brussels  Sprouts.  The  John  Inglis  Company  — Acme  Farms 
operation  is  a  second  activity  where  joint  determinations  are  made 
with  respect  to  production  and  marketing  operations.  Acme  Farms 
is  located   at   Santa   Cruz. 

IV.     IS  VERTICAL  INTEGRATION  AN  EFFICIENT  WAY 
TO  RUN  A  CALIFORNIA  FARM? 

There  is  a  considerable  amount  of  vertical  integration  of  various 
types  of  California,  but  fully  developed  integration  appears  to  exist 
only  in  the  poultry  industry. 

Dr.  Carpenter  in  a  question  and  answer  sheet  on  vertical  integra- 
tion, he  submitted,  said  that  vertical  integration  and  contract  farm- 
ing was  both  a  threat  and  promise  for  the  farmer. 

...  It  is  a  threat  for  the  inefficient,  high-cost  farmer  because 
he  can't  sell  and  make  a  profit  on  the  same  market  as  the  more 
efficient  integrated  operation. 

...  It  is  a  promise  for  many  capable  farmers  who  will  find  an 
opportunity  to  expand  their  business,  reduce  their  risk,  and  in- 
crease their  profits  .  .  . 

On  the  other  hand,  the  manager  of  the  Turkey  Advisory  Board 
for  the  State  of  California  commented  on  this  subject  at  Fresno 
this  way : 

With  your  permission,  and  this  is  my  own  opinion,  we  believe 
that  the  people  who  had  the  financial  ability  to  remain  in  the 
turkey  industry;  who  were  able  to  maintain  their,  if  you  please, 
"head  above  water"  through  the  early  fifties  (people),  who  we 
thought  were  efficient  people  because  they  didn't  become  involved 
financially  with  any  organization,  had  to  quit  the  business;  so 
now  we  have  people  who  may  or  may  not  be  efficient  but  were  not 
able  to  maintain  their  (independent)  position  in  the  industry 
who  are  now  producing  all  the  turkeys.^ 

Independent  integrators  themselves  begged  the  question,  pointing  out 
that  they  were  in  integration  perforce,  that  it  was  simply  the  only  way 
there  was  any  hope  of  profit  for  themselves  at  a  time  when  nobody 
could  afford  to  pay  for  their  products  because  prices  at  which  birds 
were  being  sold  were  below  the  full  cost  of  a  reasonably  efficient  pro- 
ducer. At  Petaluma,  a  member  of  the  Allied  Poultry  Council  and 
turkey  and  fryer  rancher,  stated : 

3  Eugene  Beals,  Fresno  Hearing,  September  29,  1959, 
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...  We  started  out  as  poultry  buyers  and  as  recent  as  1957,  we 
bought  about  95  percent  of  our  birds  from  the  outside  and  pro- 
duced about  5  percent  ourselves.  In  that  short  period  of  time — two 
years — we  were  forced  into  a  position  of  having  to  produce  our 
own  birds  because  we  had  our  markets  established  in  San  Francisco 
and  the  East  Bay,  in  order  to  continue  to  supply  these  markets  we 
had  to  either  put  people  in  business  or  we  had  to  go  out  in  the  field 
and  contract  and  become  integrated.  So  we  decided  to  take  on  the 
basis  of  becoming  integrated  so  that  we  would  have  a  steady  and 
continued  supply  of  good  quality  birds. 

Now,  basically,  our  contract  followed  the  three-fold  program. 
We  establish  a  base  which  we  feel  is  a  bare  minimum  to  take  care 
of  a  man's  labor,  his  rent,  and  depreciation  of  investment  that  he 
has  on  his  place.  AVe  in  turn  then  give  an  incentive  program  to  help 
him  do  a  better  job  on  his  ranch,  and  then  we  have  the  third  phase 
of  the  share  of  the  profits.  As  the  price  goes  up  over  what  we 
establish  as  a  cost  basis  then  he  in  turn  shares  in  the  profit  itself. 
Now  this  hasn  't  taken  place  this  year  practically  at  all  because  our 
costs  have  been  below  (corrected)  HAVE  BEEN  ABOVE  the 
prices  we  received  for  our  products  so  he  has  only  been  working  on 
what  you  would  call  a  "base"  and  an  incentive  program. 

The  effects  on  the  grower  has  been  this  that  the  small  man— I  am 
referring  to  the  man  who  is  only  producing  about  30,000  birds  a 
year— (30,000  fryers  a  year)  has  been  encouraged  by  us  to  go  into 
another  enterprise  if  he  had  a  trade  or  to  take  what  little  reserve 
that  he  has  and  find  something  else  to  go  into  because  he  just  could 
not  stay  in  the  business.  This  is  a  business  now  where  the  margins 
are  so  low  you  need  to  maintain  a  volume  in  order  to  stay  in,  but 
it's  not  a  ease  we  have  to  be  big,  it's  a  case  where  you  have  just 
enough  volume  that  when  the  margin  is  above  cost  that  you  should 
be  able  to  say  in  business. 

We  in  turn  have  encouraged  the  efficient  producers  to  rent  or 
take  over  the  places  that  the  people  that  have  gone  out  of  business, 
therefore,  giving  him  the  proper  size  to  take  care  of  the  base  price 
that  we  are  paying  him  so  that  in  turn  he  is  making  a  substantial 
living  in  this  community.  It's  reached  the  point  though  now  that 
because  of  competition  from  the  birds  coming  from  out-of-state 
that  no  other — that  we  in  this  community  to  compete  with  those 
birds  we  have  to  lower  our  base.  This  is  some  of  the  effects  that  are 
taking  place  on  a  vertical  integration. 

We  have  found  in  the  past,  in  the  year  and  a  half  that  we  have 
been  in  the  business,  that  the  farmers  who  have  co-operated  with 
us  in  this  horizontal  integration  have  liked  it  much  better  than  in 
the  position  where  they  were  before — where  they  had  to  assume  all 
the  risk  of  the  loss  and  all  the  risk  that  was  involved  in_  manage- 
ment and  responsibility  of  keeping  up  with  new  and  things  that 
were  taking  place  in  the  industry.  They  knew  at  the  end  of  a  race, 
at  least  they  were  coming  out  in  the  black.  We,  as  integrators,  of 
course,  had  no  idea  until  the  time  came  that  we  sold  our  products. 
We  have  found  that  competition  from  out-of-state  has  made  pro- 
duction in  the  State  very  hard  to  compete  with.  It's  not  so  much 
that  our  production  costs  are  out  of  line.  We  are  now  producing 
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birds  for  around,  I  should  say  the  State  as  a  whole,  is  producing 
birds  for  around  16  to  18  cents  a  pound  on  a  raw  cost  basis.  Birds 
are  being  produced  in  other  states  from  on  the  average  between  14 
and  16  cents  a  pound. 

"What  is  hurting  us  in  this  area  is  in  the  distribution  and  process- 
ing cost.  They  (are)  in  turn  are  being  able  to  do — process  a  bird 
there  between  4  and  6  cents  a  pound.  We  in  this  area  find  that  our 
costs  are  running  between  8  and  10  cents  a  pound.  Now  this  is  a 
differential  of  around  5  cents  and  this  is  the  point  that  makes  it 
pretty  rough  for  us — necessary  to  compete  with  these  birds  from 
out-of-state.  And  what  is  happening  ?  A  lot  of  concerns  who  had  at 
one  time  anticipated  building  concerns  near  the  local  market  areas 
are  now  in  turn  moving  into  the  area  where  they  have  a  low-cost 
labor,  lower  taxes,  lower  land  values,^  in  turn  are  moving  over  in 
those' areas  and  bring  the  product,  as  an  example. 

Campbell  Soup  which  we  hear  is  planning  to  leave  Sacramento 
and  go  into  the  South  are  finding  it's  cheaper  to  bring  over  a 
chicken  pie  than  to  buy  a  live  bird  here  in  Sacramento.  And  this  is 
the  kind  of  competition  that  we  are  faced  with.^ 

Sonoma  County 's  largest  independent  integrated  feed  man  said : 

I  did  not  start  integrating  because  it  is  an  efficient  way  to  raise 
birds.  I  started  because  unless  I  did  integrate  there  would  be  no- 
body left  in  the  county  to  buy  my  feed.  The  independent  efficient 
farmers  who  were  my  customers  are  simply  now  dependent  efficient 
farmers.  The  situation  is  not  to  my  liking. 

Let  me  ask  vou  this.  Is  a  Georgia  farmer  who  is  making  15  cents 
an  hour  an  efficient  farmer?  If  he  lived  elsewhere  he  could  make 
that  as  an  inefficient  basement  cleaner. 

Is  a  large  feed  company  which  is  sharing  in  the  sale  of  poultry 
at  prices  which  do  not  take  into  consideration  depreciation  or  in- 
terest on  the  investment  in  the  ranch  and  its  buildings  where  the 
poultry  is  produced,  producing  efficiently?  Any  accountant  will 
tell  you  ' '  don 't  be  preposterous. ' '  - 

V.     WHAT  ARE  THE  EFFECTS  OF  VERTICAL  INTEGRATION? 

1 .   On  the  Farmer 

With  not  many  exceptions,  the  growers  and  processors  who  testified 
at  the  hearings  felt  that,  under  vertical  integration,  the  farmer  was 
becoming  worse  and  worse  off  and  that  this  was  true  of  the  efficient 
farmer  as  well  as  the  inefficient;  that  every  time  the  farmer  tried  to 
correct  the  situation  by  becoming  larger  or  more  efficient,  he  only  made 
the  situation  worse;  and  that  normal  correctives  to  low  prices  result- 
ing from  overproduction  did  not  exist  in  a  situation  where,  as  Dr. 
Miller  of  the  USD  A  put  it,  "Commodities  are  being  produced  to  market, 
and  not  for  the  market"  with  the  incentive  to  produce  being  the  profits 
residing  in  the  sale  of  supplies  to  the  grower. 

A  Windsor  poultryman,  analyzed  it  this  way  at  the  Petaluma  hear- 
ings: Integration,  by  stimulating  overproduction  just  for  the  purpose 
of  consuming  feed,  etc.,  affected  everyone  in  the  industry  through  the 

1  Bill  Sovel,  Petaluma  Hearing,  November  23,  1959. 
2 1.  A.  Barlas,  Petaluma  Hearing,  November  23,  1959. 
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low  prices  it  brought,  he  felt.  He  believed  that  in  days  past,  there  were 
bad  times,  but  recovery  from  them  was  much  quicker  because  farmers 
would  perforce  adjust  their  operations.  Under  integrated  operations, 
the  integrator's  answer  to  overproduction  and  hard  times  was  more 
chickens— as  long  as  the  feed  could  be  sold  at  a  profit  the  investment 
in  the  ranches  would  be  earning  some  money  for  him. 

He  felt  that  today's  times  were  an  example  of  this,  with  many 
poultrymen  'going  out'  but  more  being  put  on  the  empty  ranches  by 
integrators.  The  current  situation  shows  extremely  low  egg  prices  but 
an  enormous  hatch,  slightly  below  last  year,  yet  much  above  1957,  so 
low  prices  will  continue. 

He  described  the  grower  and  the  industry  under  vertical  integration 
as  on  a  sort  of  treadmill.  The  grower  can't  pay  back  his  loans  because 
of  low  prices,  and  the  company,  in  order  to  make  the  investment  bring 
in  something,  put  more  chickens  on  the  ranch  which  depletes  prices 
even  further. 

Secretary  of  the  California  Egg  Producers'  Association  of  Sebastopol, 
who  had  8,000  layers  and  4,000  growing  birds,  and  who  markets  his  own 
and  some  of  his  neighbor's  eggs,  used  an  article  by  Robert  C.  Baker, 
Cornell  University  food  technologist,  written  for  the  Vineland,  New 
Jersey  poultrymen,  as  a  classic  analysis  of  the  poultry  industry  under 
vertical  integration: 

Like  many  of  the  people,  I  have  been  doing  a  great  deal  of  think- 
ing about  tile  situation  that  the  broiler  industry  is  in  today — the 
more  disturbed  I  get. 

I'll  have  to  admit  that  I  do  research  work  and  am  not  as  close 
to  the  birds  as  I  used  to  be.  I  still  find  plenty  of  time  however, 
getting  people  to  consume  more  poultry  meat.  For  years  I  have 
done  everything  in  my  power  to  get  people  to  eat  more  broiler 
meat.  Many  a  night  and  Sunday  I  have  had  organizations  put  on 
barbecues. 

I've  done  this  gratis  just  to  help  the  poultry  industry.  What 
good  has  it  done?  Everytime  we  get  the  American  people  to  eat 
one  more  broiler,  two  extra  ones  are  grown. 

We  have  done  everything  possible  to  grow  broilers  more  efficiently. 
In  the  last  ten  years,  due  to  increased  efficiency,  broiler  growers 
have  cut  the  cost  of  growing  broilers  by  more  than  8  cents  a  pound. 
This  should  be  a  feather  in  the  hat  of  the  industry,  but  what  has 
happened.  Has  it  meant  more  money  in  their  pockets — anything 
but ! 

Costs  Cut  8^,  Prices  Cut  18< 

Believe  it  or  not — in  the  same  10  years  that  we  have  cut  costs 
by  8  cents  a  pound  the  live  price  of  broilers  received  by  poultry- 
men  has  dropped  over  18  cents  a  pound.  In  other  words,  by  becom- 
ing more  efficient,  broiler  men  were  rewarded  by  losing  money. 

The  reason  for  this  predicament,  as  far  as  I  am  concerned,  is  that 
we  have  ignored  the  most  basic  law  of  marketing.  The  one  most  of 
us  learned  before  we  were  out  of  diapers.  Namely,  the  law  of  supply 
and  demand.  AVhen  you  ignore  this  law,  the  experts  say,  you  will 
be  in  trouble — brother,  we  are  in  trouble  in  the  broiler  industry. 
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We  are  producing  more  broilers  than  we  can  sell  at  a  decent 
price.  You  can  talk  promotion  all  you  want,  and  here  I  do  speak 
from  experience,  but  it  won 't  solve  your  problems.  With  oversupply 
you  have  to  lower  price  to  a  ridiculously  low  level  to  move  all  of 
the  products  .  .  . 

Feedmen  Should  Get  Out 

The  answer  as  far  as  I  am  concerned  is  for  the  feed  people  to 
get  out  of  the  broiler  business.  They  got  us  in  this  trouble  so  they 
should  get  out. 

A  recent  survey  showed  that  95  percent  of  all  broilers  grown  in 
this  country  are  financed,  and  75  percent  of  these  flocks  are  con- 
trolled by  feed  companies.  For  my  money,  the  feed  people  are 
running  the  broiler  industry  and  it  just  isn't  working  out. 

I  fully  realize  that  in  theory,  integration  looks  good.  I'll  have 
to  admit  that  I  was  at  one  time  convinced  that  in  the  future  in- 
tegration would  be  the  answer.  On  paper  it  looks  like  it  should 
provide  for  greater  efficiency  because  of  larger  units,  marketing 
should  be  more  efficient  because  of  fewer  individuals  with  a  larger 
number  of  broilers.  It  seems  that  it  would  be  easier  to  control  the 
prices  received  because  fewer  people  are  doing  the  marketing. 

But  the  weak  link  in  the  chain  however,  is  supply.  True,  it 
shouldn't  be  because  of  fewer  operators,  but  it  just  doesn't  work 
that  way. 

Every  feed  company  in  the  integrated  set-up  tries  to  move  niore 
feed  than  his  competitors.  This  increases  production  and  drives 
the  prices  down.  Finally,  feed  companies  find  that  their  margins 
have  been  cut  on  feed — the  only  logical  answer  is  to  move  more 
feed  and  it  means  financing  more  broilers.  What  happens? 

This  becomes  a  vicious  circle  and  the  broiler  prices  drop  and 
drop.  How  down  can  they  go?  Well,  I  think  we  will  soon  know 
1 

At  Fresno,  a  processor  of  fryers  and  broilers,  agreed  to  submit  copies 

of  his  own  contracts  to  the  committee.   He  agrees  that  the   farmer 

cannot  make  more  than  caretaker's  wages  under  the  contract  system. 

A  representative  of  the  Valley  Oak  Grange  and  speaking  for  the 

State  Grangemaster,  said  at  the  Stockton  hearing  that: 

Now,  in  our  poultry  .  .  .  our  troubles  began  about  1945,  at 
the  beginning  of  antibiotics  which  made  it  possible  for  one  man 
to  carry — take  care  of  tremendous  flocks.  It  made  it  safe  for  the 
bankers  investment  so  that  the  banker  came  in  the  picture.  Before 
that — I'm  going  to  get  that  in  more  simple  language,  the  only 
one  I  know — ^when  I  went  to  the  banker  a  few  years  ago,  he  said, 
"What  are  you  going  to  keep  your  hens  healthy  with?"  "How 
are  you  going  to  keep  them  from  dying?"  "If  I  loan  you  some 
money,  all  your  hens  are  liable  to  die  off."  I  haven't  exaggerated, 
that's  the  truth.  Today,  the  same  bankers  in  the  same  buildings  are 
loaning  money  to  the  feed  companies  to  expand  to  no  end.  Now, 
at  that  time  it  was  a  poor  risk  because — I  could  stay  in  here  and 
name  a  dozen  different  diseases  that  would  wipe  a  man  out  if  he 

1  Charles  Cherney,  Petaluma  Hearing,  November  23,  1959. 
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wasn't  awful  careful,  especially  if  he  had  too  many  to  take  care 
of.  That  was  about  3,000.  Today  3,000  is  scoffed  at,  and  many 
taking  care  of  50,000  couldn't  have  taken  care  of  3,000  20  years 
ago.  I  know  I've  produced  since  1924. 

The  beginning  of  antibiotics  has  made  it  possible  for  the  banker 
to  go  in  the  poultry  business.  If  you  look  it  up,  that  is  the  day 
that  our  troubles  began.  They  didn't  jell  until  about  1953  or  1954. 
They  began  to  accumulate  these  hundred  thousands  hens,  and  as 
you  know  the  feed  business  is  good  as  long  as  you  can  make  an 
overall  net,  for  labor  is  taken  out  probably  in  these  feed  companies 
around  a  dollar  a  hundredweight.  If  they  can,  a  lot  of  farmers 
out  in  the  field  feeding  a  hundred  sacks  a  day,  they  don 't  need  any 
profits  off  of  the  bijds  that  they  sell  to  these  farmers  or  that  they 
take  from  them.  They  need  only  make  that  dollar  a  hundred  .  .  . 
So  we  feel  that  if  something  could  be  done  on  .  .  .  something 
could  be  done  so  the  credit  wouldn't  be  so  easy  .  .  } 

The  Santa  Barbara  County  Agricultural  Commissioner  mentioned 
that  the  county  has  not  had  the  problems  faced  by  other  areas  of  the 
State  from  vertical  integration,  which  was  described  as  being  a  con- 
trol of  commodities  from  production  to  marketing.  The  danger  of 
farmers  losing  their  independence  by  credit  being  in  the  hands  of  the 
integrators,  rather  than  being  secured  from  a  bank  or  other  source, 
was  cited. 

At  San  Diego,  a  member  of  the  Vista  Co-op  read  into  the  record  a 
list  of  large  nonfarmers  who  were  buying  into  the  distressed  poultry 
business : 

We  are  concerned  about  our  future  as  poultrymen.  As  increasing 
reports  come  from  all  parts  of  our  nation  about  "Integrated  Egg 
Production  Plan  at  Searcy,  Arkansas"  (Poultry  and  Eggs  Weekly, 
November  7,  1959),  "First  Integrated  Layer  Program  for  Beebe, 
Arkansas"  (Poultry  and  Eggs  Weekly,  October  17,  1959),  "Lever 
Brothers  Buys  Rockingham  Poultry  Plant"  (Feedstuff s,  October 
31,  1959),  just  to  name  a  few,  our  concern  increases.  Instead  of 
looking  for  the  cause  of  our  trouble  in  other  states,  let's  look  at 
the  cover  feature  of  the  California  Farmer,  October  10,  1959,  in 
their  special  Poultry  Feature  Edition.  The  front  cover  reads: 

"More  Eggs  Yet?  Big  new  poultry  plants  continue  to  be  built 
while  more  and  more  'mom  and  dad'  flocks  fall  by  the  wayside 
in  the  wake  of  the  industry's  low  prices  and  overproduction  prob- 
lems of  recent  year.  The  'egg  factory'  in  Monterey  County  is 
planned  for  an  eventual  360,000  layers,  making  it  one  of  the 
nation's  largest.  Size  and  efficiency — -plus  modern  integration  and 
financing — are  the  only  factors  allowing  many  operators  to  stay  in 
business  with  today's  low  profit  margins." 

California  poultry  business,  with  a  farm  income  of  better  than 
a  quarter  billion  dollars,  accounts  for  about  one-fourth  of  the  total 
cash  receipts  obtained  from  all  livestock  last  year.  Receipts  from 
eggs  in  1958,  were  12  percent  above  1957,  as  a  result  of  higher 
prices  for  a  record  high  production  of  4,871,000,000  eggs.  Result 
was   a   larger   hatch   last   year  .  .  .  more   layers   this   year  .  .  . 
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and  steadily  declining  prices  of  eggs  leading  to  lowest  July  figures 
since  1940.^ 

At  the  San  Diego  hearing,  an  independent  egg  producer  and  member 
of  the  San  Diego  Co-Op  spoke  his  viewpoints: 

And  having  watched  the  results  of  government  in  agriculture, 
as  a  whole,  over  the  last  few  years  I,  as  an  individual  poultryman, 
most  definitely  don't  want  ...  or  in  other  words  ...  I  want 
government  to  stay  out  of  my  business. 

Well,  I  think  it  would  help  agriculture  as  a  whole  if  they  get 
out  of  agriculture  completely  and  let  the  situation  clear  itself, 
and  it  would.  Incidentally,  if  I  may  digress  a  little,  to  me  our 
surplus  situation  in  everything  is  a  thing  that  haiS  built  up  since 
the  war,  due  to  the  fact  that  a  maii  can  overproduce  a  product 
and  get  paid  for  it,  to  me  is  wrong.  And  I  can  see  the  same  sit- 
uation occurring  in  my  business.  They  talk  about  .  .  .  like  you 
said,  people  up  North  going  broke  .  .  .  Well,  I  am  not  going 
broke  and  I  have  what  I  would  call  a  semifarm  ...  or  family 
operation. 

I  maintain  around  14,000  laying  hens.  And  if  I  have  to  I  can 
operate  it  myself  and  understand  me,  I  don't  like  to  work  that 
hard,  and  I  do  hire  help.  And  I  am  paying  my  help  and  I  am 
still  making  a  little  money  today,  even  as  of  last  week  we  are 
showing  a  profit  .  .  .  and  the  situation  is  bad.  I  believe  I  am  not 
making  enough  money  ... 

...  I  have  read  all  I  can  on  vertical  integration  and  so  on,  and 
yes,  they  have  definite  advantages  in  the  marketplace.  But  I  will 
say  this,  that  I  don't  believe  there  is  one  of  them  that  can  produce 
an  egg  as  cheap  as  I  can  and  I  go  on  record  as  that. 

...  I  cannot  see  where  passing  legislation  is  going  to  help  my 
situation  at  all.  I  am  not  content  to  sit  at  this  point  and  try  to — - 
well,  even  with  a  ranch  of  my  size — like  I  say,  if  I  am  making  a 
cent  a  dozen  I  am  making  $60  a  week,  I  could  do  much  better 
down  in  Convair,  I  can't  live  on  $60  a  week,  but  I  don't  believe 
that  this  situation  will  remain  at  that  point.- 

A  poultryman,  who  has  a  flock  of  less  than  4,000  at  Santee,  said  that : 

...  I  have  made  a  living  there  for  the  last  seven  years  and 
believe  that  I  can  continue  to  make  my  living.  I  want  no  controls 
of  any  kind  so  that  I  can  if  I  like  get  bigger  or  smaller  or  go  out 
of  business  or  go  back  in  because  I  worked  for  the  other  man  for 
20  years  and  trying  all  the  time  to  get  my  own  business,  and  I 
want  to  keep  it  my  own.^ 

Faced  with  the  testimony  that  it  takes  a  much  bigger  flock  to  make 

a  living,  he  said:  "It  depends  on  how  you  want  to  live,  doesn't  it?"  ^ 

In  answer  to  a  question  as  to  why  California  can  no  longer  raise 

fryers,  a  member  of  the  Palomar  Poultry  Co-op  told,  at  the  San  Diego 

meeting,  the  story  of  a  fairly  large  operator  next  door  to  him  who 

1  Mrs.  Eva  Weiner,  San  Diego  Hearing,  December  2,  1959. 
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raised  them  for  an  integrator  40,000  at  a  time  in  five  houses.  He  is 
paid  2i  cents  a  ponnd  for  raising  the  birds  but  is,  in  eifect,  a  laborer, 
since  he  has  a  $40,000  investment  in  the  houses,  interest  on  which, 
together  with  taxes,  must  be  deducted  from  the  gross  per  bird  before 
labor  income  can  be  arrived  at. 
He  commented : 

I  heard  one  man  say  here  this  morning  that  these  big  mills  .  .  . 
are  not  interested  in  something  that's  going  to  lose  them  money. 
AVell  ...  a  big  feed  mill  is  interested  in  being  in  the  egg  business 
as  long  as  it  doesn't  cost  (them)  money  ...  If  they  have  a  cap- 
tive market  for  that  feed  they  don't  give  a  darn  whether  they 
make  a  cent  off  the  chickens  or  eggs  .  .  .  they'll  make  it  off  the 
feed  and  they  don't  care  about  .  .  .  whether  they  are  going  to 
pay  me  anything  or  not.^ 
He  talked  of  500,000-hen  operations  about  to  start  in  the  county 

and  of  many  smaller  operators  seeking  to  become  large  by  making  up 

for  lower  prices  with  more  eggs. 

2.  Effects  in  Other  Industries 

Secretary  of  the  Butchers'  Union  at  San  Jose,  said  that  his  union  is 
vitally  interested  in  integration  because  of  the  loss  of  jobs  for  butcher 
workmen  resulting  from  the  transfer  of  the  fryer  industry  eastward. 

He  repeated  that  in  livestock  integration,  which  has  not  yet  hit  Cali- 
fornia, the  most  serious  result  for  the  farmer  has  been  the  nearly  com- 
plete destruction  of  the  free  market,  not  only  for  cattle,  but  also  for 
feed.  All  independent  growers  are  subject  to  price  specifications  by 
the  large  integrating  companies. 

3.  Effect  on  Suppliers,  Processors,  Distributors 

Processors  felt  that  they,  too,  were  trapped,  and  that  the  end  result 
of  integration  would  be  of  no  benefit  to  them,  a  feed  dealer  said  at 
Petaluma. 

Co-owner  of  the  Bundesen  Bros.  Hatcheries,  which  has  plants  in 
Petaluma,  Riverside  and  Newburg,  Oregon,  said,  that  five  years  ago 
they  shipped  broiler  or  fryer  chicks  to  200  customers  in  the  Petaluma 
area.  Today,  because  of  the  inroads  of  vertical  integration,  there  are 
hardly  a  dozen  in  the  area  in  a  position  to  buy  chicks  for  that  purpose. 

In  the  egg  production  business,  this  attrition  has  not  gone  nearly 
so  far  yet.  I  think  in  matters  of  economics  the}^  are  probably  two 
or  three  years  behind  what  the  fryer  industry  has  already  gone 
through,  and  if  the  trend  that  has  been  established  in  the  fryer 
industry  is  allowed  to  continue  into  the  egg  industry,  certainly 
it  will  only  be  a  matter  of  time  before  some  of  the  same  effects 
will  be  seen.  There  isn't  a  week  goes  by  that  we  don't  cross  off  at 
least  three  or  four  people  that  have  gone  out  of  business.  This  has 
kept  on  just  about  a  yenv  long.  So  this  is  definitely  dealing  a  tre- 
mendous hardship.  People  say  that  this  is  good  for  the  industry, 
makes  us  more  efficient,  consumer  gets  cheaper  eggs,  and  this  is 
what  we  are  in  business  for — sometimes  it  sounds  like  a  period  of 
cancer  is  good  for  you.  I  don't  think  this  right.  I  am  not  entirely 

^  S.  C.  Geasy,  San  Diego  Hearing,  December  2,  1959. 
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full  of  solutions  either,  things  that  have  caused  this,  our  hatch- 
eries ...  we  are  not  alone.  In  the  past  we've  encouraged  produc- 
tion, the  shelf  products,  the  feed  mills,  are  primarily  engaged  in 
getting  tonnage,  magazines  have  glowing  articles  about  the  profit 
possibilities  of  poultry  and  what  different  individuals  are  making 
and  they  encourage  expansion,  everybody  is  encouraging  expan- 
sion, but  the  basic  factor  remains  that  we  have  sufficient  and  in 
the  egg  industry  it's  conceivable  that  within  the  next  15  years  at 
least,  we  would  not  need  any  more  chickens  than  what  we  have 
today.  Even  with  the  increase  in  population,  the  additional  eggs 
per  hen  would  take  care  of  the  increase  in  population  and  so 
actually  there  is  no  reason  for  this  tremendous  expansion  to  be  tak- 
ing place.  This  is  promotional  on  the  part  of  various  peoples  who 
are  almost  helpless  in  themselves  iii  the  grasping  for  business. 
Again,  I  wish  I  had  some  more  solutions  to  offer,  but  I  don 't.^ 

Asked  whether  he  meant  that  the  promoters  of  integration  are  them- 
selves helpless,  he  said : 

"Well,  as  you  lose  customers  and  to  maintain  a  volume  and  take 
care  of  your  overhead,  you  either  are  going  to  have  to  create  new 
business  or  else  manufacture  somewhere  along  the  line  or  else  get 
out  of  business  yourself.  And  everybody  in  this  industry  today 
is  engaged  in  the  battle  of  survival,  and  their  acts  are  predicated 
on  that  condition. 

I  feel  as  they  lose  customers  they  are  either  going  to  have  to 
get  into  business  for  themselves  to  maintain  that  volume  or  they 
are  going  to  have  to  expand  producers  that  they  have  to  continue 
the  volume. 

Well,  human  nature  would  indicate  that.  Even  us  poultrymen, 
as  the  margins  grow  smaller  they  have  to  have  more  tonnage  to 
make  the  same  income  or  at  least  they  want  to  maintain  their 
position. 

I'm  certain  the  law  of  supply  and  demand  as  it  applied  to  the 
poultry  industry  is  certainly  not  in  the  same  position  that  it  was 
20  years  ago.  I  'd  say  today  products  are  produced  irregardless  of 
what  the  consumption  might  be  within  the  various  patterns  in  the 
industry.^ 

The  only  way  we  can  afford  to  abide  by  the  law  of  supply  and  de- 
mand, he  said,  is  at  the  expense  of  the  existence  of  the  small  producer, 
and  if  we  lose  him  we  have  lost  something  important. 

A  grower  and  distributor  from  Sebastopol,  described  the  vicious 
circle  he  had  seen  in  egg  and  poultry  marketing :  the  store  putting  in 
a  special  for  eggs,  then  asking  the  distributor  to  make  concessions  so 
they  won 't  lose  too  much  on  the  specials ;  the  specials  recurring  again 
and  again  and  the  average  working  margin  of  the  distributor  being 
lessened  so  that  he,  in  turn,  exerts  pressure  on  the  grower.  In  the 
public 's  mind,  the  below-cost  prices  have  become  standard  and  normal 
prices  exorbitant.  Therefore,  antiloss-leader  legislation  is  badly  needed. 

At  Fresno,  another  independent  processor,  who  has  had  to  integrate 
growers,  said  that  the  margins  of  the  integrators  themselves  are  nar- 

1  Herbert  Bundesen,  Petaluma  Hearing,  November  23,  1959. 
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rowing  to  the  point  where  the  operation  is  unprofitable  overall.  He 
strongly  supported  turkey,  broiler  and  egg  self-help  (marketing)  leg- 
islation as  a  means  of  getting  him  out  of  a  business  he  was  reluctant 
to  get  into  and  back  to  processing,  pure  and  simple. 

At  Riverside,  it  was  said  that  local  feed  mills  would  be  out  in  the 
cold  when  the  independent  producers  were  finally  forced  out,  but  just 
haven 't  got  to  the  point  yet  where  they  are  willing  to  testify. 

He  added,  however,  that  several  of  the  large  national  companies  have 
pulled  out  of  the  area  entirely,  because  they  do  not  want  to  go  down 
with  the  poultrymen  here,  and  because  they  can  do  even  better  in  the 
South.  Local  feed  men  are  in  a  bad  way,  as  bad  as  the  poultry  and 
egg  men  because  they  are  carrying  150  to  200  accounts  of  varying 
degrees  of  badness.  He  stated  that  he  knows  of  a  dozen  or  more  Yucaipa 
poultry  and  egg  men  who  have  pulled  up  stakes  in  despair  this  year — 
this  amounts  to  11  percent  of  the  total  in  the  area.  There  are,  however, 
new  houses  "going  up  today" — "dreamers,"  he  said. 

4.  Effect  on  Communities  and  Others 

Since  the  poultry  areas  which  are  hardest  hit  by  vertical  integration 
are  usually  near  cities  which  are  expanding,  it  is  difficult  to  identify 
any  gross  and  obvious  effects  of  hard  times  and  consolidation  in  the 
poultry  industry. 

However,  in  a  discussion  of  the  situation  in  Petaluma  early  in  1959, 
a  chamber  of  commerce  estimate  of  a  40  percent  decline  in  wholesale 
business  because  of  the  decline  of  the  egg  industry  was  made. 

A  farm  adviser,  familiar  with  the  Sonoma  County  scene  for  a  dozen 
years,  summed  up  the  situation  here  with  the  statement  that  poultry 
income  in  Sonoma  County  once  stood  at  38.5  million  dollars  and  has 
now  dropped  to  21  million  because  of  low  prices.  It  has  affected  the 
economy  of  the  whole  county,  he  said.  (Montgomery  Ward  closed  their 
Petaluma  branch  the  day  before  the  committee  arrived)  : 

When  you  lose  $17  million  ...  it  does  hurt  the  economy  of 
the  county,  and  it  is  real  time  for  people  like  you  to  come  out  and 
discuss  these  problems  with  the  farmers.^ 

It  was  noted  that  Sonoma  County  had  declined  from  a  total  produc- 
tion of  32  percent  of  the  State's  eggs  in  1940  to  but  9.6  percent  today, 
but  an  absolute  decline  of  about  22.5  percent  in  the  number  of  eggs 
produced.  He  saw  two  reasons  for  this :  one,  the  reluctance  of  some 
of  the  older  producers  in  this  pioneer  egg  area  to  change  over  to  mod- 
ern systems;  the  other,  "much  more  liberally  given  financing"  by 
' '  feed  producers  and  other  financing  concerns ' '  in  Southern  California. 
Why  this  should  be  in  an  egg-surplus  area  like  Southern  California, 
he  did  not  know.^ 

The  chamber  of  commerce  representative  said  that  he  had  been 
here  long  enough  to  see  the  importance  of  poultry  and  dairying  to  the 
city.  He  said  several  businesses  have  left  the  area  since  hard  poultry 
times  began.  Local  businessmen,  he  concluded,  were  "acutely  aware" 
of  the  poultry  industry's  problem  and: 

...  I  wouldn't  say  they  were  afraid  of  the  future,  but  they 
are  a  little  uncertain  and  anything  that  your  good  committee  and 

1  Virgil  Stratton,  Petaluma  Hearing,  November  23,  1959. 
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your  colleagues  can  do  to  help  the  situation  through  meetings  such 
as  this,  we  appreciate.^ 
A  statement  to  the  committee  from  the  Butchers'  Union,  submitted 
supplementary  to  their  appearance  at  the  San  Jose  meeting,  covering 
the  general  subject  of  the  effect  of  farm  decline  upon  other  segments 
of  the  economy  as  laid  out  in  a  letter  from  their  national  organization 
to  the  House  Committee  on  Agriculture,  said  that:   ■ 

...  the  members  of  all  local  unions  of  the  Amalgamated  Meat 
Cutters  and  Butcher  Workmen  are  hurt  by  the  catastrophic  depres- 
sion of  egg  and  poultry  prices. 

The  Amalgamated  Meat  Cutters  and  Butcher  Workmen  has  61  o,- 
000  members.  More  than  30,000  of  them  work  m  the  poultry  m- 

dustry. 

The  danger  of  monopoly  growth  in  the  industry,  which  becomes 
more  imminent  as  more  and  more  independent  growers  are  driven 
out  of  business,  will  be  harmful  to  our  members  both  as  consumers 
and  as  workers  in  the  industry.  , 

The  often-proved  concept  that  consumer's  purchasing  power  ot 
both  farmers  and  consumers  must  remain  high  if  either  group  is 
to  prosper,  is  being  violated  by  the  economic  hardships  of  poultry 
and  egg  farmers.  The  fact  that  the  farmers  are  not  able  to  buy 
the  products  which  provide  jobs  for  labor  is  dangerous  to  the 
economy  and  to  our  members.  _  p    ,       a       i 

We  believe  that  for  the  sake  of  the  well-being  or  the  Amalga- 
mated Meat  Cutters  and  Butcher  Workmen  members,  poultry 
farmers  must  maintain  and  increase  their  purchasing  power. 

VI.     IS  VERTICAL  INTEGRATION  INEVITABLE? 
Dr.  Sidney  Hoos  of  the  Giannini  Foundation  spoke  at  the  Davis 
meeting : 

Integration  is  not  really  something  new.  In  fact,  in  various 
forms,  it  has  occurred  in  California  agricultural  marketing  for  a 
good  many  years.  Some  important  features  which  have  only  re- 
cently attracted  attention  in  other  parts  of  the  country  have  been 
occurring  here  for  several  decades. 

Is  integration  good  or  bad  for  farmers  ?  In  a  logical  sense,  inte- 
gration is  not  necessarily  bad  or  necessarily  good  for  farmers.  Also 
there  need  not  be  a  logical  limit  of  integration.  It  may  occur  in 
practically  all  agricultural  products  or  crops.  The  essential  point 
is  whether  the  economic  incentive  exists  for  some  party  to  under- 
take the  integration  process.  Thus,  to  put  my  view  in  another  way, 
I  would  say  in  answer  to  one  of  Chairman  Geddes'  questions,  that 
vertical  integration  is  not  inevitable.  My  own  view,  again  in  an- 
swer to  a  question  of  the  chairman,  is  that  integration  as  it  is 
presently  occurring  is  not  something  that  should  be  checked.  In 
fact,  I  doubt  very  much  that  within  the  political  and  economic 
institution  within  which  we  presently  live  and  operate,  it  is 
feasible  to  check  effectively,  the  existence  and  growth  of  vertical 
integration. 

s  Donald  H.  Thomas,  Petaluma  Hearing,  November  23,  1959. 
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I  would  say  that  the  legal  and  economic  environmental  climate, 
should  be  such  that  any  economic  group  that  wishes  to  parent  the 
balance  being  taken  in  integration  should  have  the  opportunity  to 
do  so.  The  opportunity  for  the  development  of  vertical  integration 
in  California  agriculture  has  long  existed.  And  a  good  many  farm- 
ers have  taken  advantage  of  such  opportunities.  Whether  the  climate 
for  such  activities  on  the  part  of  farmers  can  be  approved  is  a 
matter  of  personal  opinion.  Personally,  I  doubt  the  wisdom— not 
to  mention  the  practical  feasibility  of  legislation  outlawing  proc- 
essors from  operating  farms  which  is  a  form  of  backward  vertical 
integration.  This  is  in  connection  with  a  point  also  raised  by  Mr. 
Geddes.  Also,  I  would  doubt  the  wisdom  of  the  effectiveness  of  leg- 
islation to  control  the  processors  farm  operations.  Another  way  to 
state  my  view,  is  that  if  one  were  to  consider  legislation  to  outlaw 
processors  to  operating  farms  or  to  control  the  farm  operations  of 
processors :  it  would  be  just  as  logical  to  have  compensating  legis- 
lation to  outlaw  farmers  from  operating  processing  plants  or  to 
have  legislation  controlling  the  integrating  operations  of  farmers. 

In  recent  years,  in  fact,  we  have  had  increased  activity  in  inte- 
gration on  the  part  of  many  California  farmers.  These  activities 
include,  in  addition  to  the  usual  co-operative  marketing,  we  now 
have  a  substantial  growth  in  co-operative  bargaining  and  co-opera- 
tive canning.  Although  not  a  new  development,  co-operative  bar- 
gaining associations  have  reflected  in  recent  years  an  upsurge. 
Their  major  objective  is  the  sale  of  their  members  farm  output  to 
canners. 

Established  under  agricultural  co-operative  legislation  such  co- 
operative bargaining  associations  are  oriented  to  particular  canning 
crops.  A  co-operative  bargaining  association  need  not,  and  gen- 
erally does  not,  have  contracts  with  and  sells  to  all  of  the  canners 
packing  the  particular  crop. 

The  relative  bargaining  position  and  the  price  leadership  effec- 
tiveness differ  among  the  various  co-op  bargaining  groups.  Some 
growers  do  not  avail  themselves  of  such  an  avenue  in  the  sale  of 
their  crop,  while  other  growers  of  the  same  crop  view  their  bar- 
gaining co-op  as  a  valid  and  meaningful  way  to  protect  the 
growlers'  interest.  The  extent  of  such  dift'erent  attitudes  among 
growers  of  canning  fruits  and  vegetables  varies  from  one  bargain- 
ing co-op  to  another,  and  one  crop  to  another. 

Grower  co-operative  canning:  In  California  there  have  existed 
for  some  time,  two  established  fruit  and  vegetable  canning  co-ops 
which  continue  to  operate  successfully.  In  fact,  in  the  early  1920 's 
we  had  quite  a  lot  in  the  State. 

Relatively  recently,  a  third  fruit  and  vegetable  canning  co-op, 
in  essence,  was  inaugurated  through  co-operating  growers  pur- 
chasing the  facilities  of  two  established  private  canneries,  and 
later  acquiring  two  more  through  long-term  purchase  agreements. 

This  is  integration.  From  the  view  of  co-operating  growers,  their 
participation  in  co-operatiA^e  canning  has  an  advantage  of  helping 
to  assure  an  outlet  for  the  grower's  raw  product.  Their  co-operative 
generally  stands  ready  to  receive  their  crop  for  processing,  regard- 
less of  the  market  situation  for  the  raw  or  processed  product.  Thus, 
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a  co-operative  cannery  may  reduce,  or  even  eliminate  the  co-oper- 
ating grower's  risk  of  not  having  an  outlet  for  his  farm  products. 
Yet,  a  co-operative  cannery  does  not  entail  only  advantages  to  the 
participating  growers — there  are  also  limitations  or  disadvantages. 
One  of  the  major  of  these  disadvantages  is  the  taking  on  of  the 
risk — can  they  carry — usually  by  the  private  canneries. 

Dr.  Carpenter  flatly  states  in  his  ' '  Questions  and  Answers  Relating 
to  Integration  in  Agriculture  that : 

Yes,  integration  is  here  to  stay.  The  big  question  is :  "  Who  will 
be  the  integrator?"  Integration  will  continue  to  expand  as  long 
as  it  reduces  costs  and  risks  of  production  and  marketing  as  well 
as  prices  paid  by  consumers  for  finished  products.  Integration 
tends  to  provide  greater  production  Wid  marketing  efficiency  and 
as  long  as  this  is  the  tendency  it  will  survive  and  increase. 

A  representative  of  the  San  Diego  Co-operative  Poultry  Association 
said,  however,  that : 

The  present  growth  of  vertical  integration  is  neither  new  nor 
alarming.  Good  profits  draw  investors'  capital  to  any  industry. 
The  lack  of  profits  will  as  quickly  remove  that  competition.^ 

Others  at  the  same  meeting  had  pointed  out  that  the  final  profitability 
of  the  crop  had  little,  if  anything,  to  do  with  the  activity  of  the  inte- 
grators, who  made  their  profits  at  another  stage  in  the  operation. 

VII.     HOW  MAY  NONFARMER  FINANCED  VERTICAL  INTREGATION 
BE  CHECKED  OR  CONTROLLED? 

1 .  The  Agricultural  Situation 

Vertical  integration  cannot  reasonably  be  viewed  apart  from  the 
general  situation  in  agriculture.  While  it  has  reinforced  some  of  those 
tendencies,  the  present  strength  of  the  integration  movement  could 
never  have  come  about  if  it  were  not  for  tendencies  inherent  in^  the 
organization  of  agriculture,  tendencies  whose  effects  have  intensified 
in  recent  years. 

Dr.  Eric  Thor  of  the  Giannini  Foundation  prepared  for  the  com- 
mittee a  paper  analyzing  the  farmer's  response  to  the  perennial 
situation : 

The  "cost-price  squeeze"  is  probably  the  major  problem  facing 
California  Agriculture  at  the  present  time. 

Net  income  to  farmers  in  California  has  declined  more  than  25 
percent  from  the  high  year  of  1951.  This  increase  is  the  result  of 
increased  production  expenses  paid  by  farmers  and  lower  prices 
received  by  farmers  for  the  products  they  sell. 

Farm  operating  expenses  in  California  have  increased  approxi- 
mately 44  percent  during  the  past  decade.  Interest  on  farm  mort- 
gages and  short-term  notes  have  risen  sharply.  Wage  rates  have 
risen  almost  continuously.  Prices  of  farm  machinery,  farm  sup- 
plies and  motor  vehicles  have  also  shown  substantial  price  increases. 
Fertilizer  prices  are  about  the  only  production  input  which  have 
remained  relatively  constant. 

1  Hart  Dunham,  San  Diego  Hearing,  December  2,  1959. 
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In  sharp  contrast,  the  prices  received  by  California  farmers  for 
the  prodncts  they  sell  have  dropped  rather  drastically.  Index 
data  on  the  average  price  received  for  all  commodities  are  not 
readily  available  by  states.  However,  since  California  farmers  com- 
pete in  the  national  marketplace,  the  national  farm-price  indices 
are  indicative  of  the  State's  position.  The  index  of  pricey  rece_ived 
by  farmers  for  all  commodities  have  dropped  from  295  m  July 
1952,  to  a  present  Ioav  of  234.  The  index  of  food  grams  dropped 
from'  230  to  196.  Feed  grains  and  hay  have  fallen  from  22  i  to  152 
Cotton  is  down  from  311  to  273.  Fresh  market  vegetables  cleclmed 
from  360  to  248.  Dairy  prodncts  dropped  from  304  to  258.  Poultry 
decreased  from  212  to  151. 

The  present  "cost-price  squeeze"  is  such  that  a  large  portion  ot 
California  farmers  are  finding  it  difficult  to  "equate"  production 
expenses  and  income. 

To  relieve  the  squeeze,  they  have  used  the  same  inherently  seit- 
def eating  methods  as  always.  i.-  ^     •     n 

Farmers,  in  order  to  increase  net  income,  have  historically 
sought  technological  improvements  which  increase  crop  yields  and 
animal  output  per  unit.  These  technological  improvements,  which 
have  been  one  of  the  most  dynamic  factors  in  improving  real  in- 
come and  increasing  living  standards  for  the  masses,  are  really 
the  force  behind  the  "cost-price  squeeze"  facing  California  agri- 
culture today.  1  ^  J  T\/r  + 
The  effect  of  this  economic  force  is  not  well  understood.  Mo.st 
people  do  not  realize  that  agriculture  has  reached  a  point  where 
production  as  a  result  of  increasing  efficiency,  is  increasing  taster 
than  consumer  demand.  This  increased  production  is  reducing  agri- 
cultural prices  in  the  market  place.  -,      ^      -,      . 

The  majoritv  of  nonagricultural  people  do  not  understand  why 
farmers  cannot  slow  down  the  rate  of  increasing  production  to 
coincide  with  the  rate  of  increasing  demand.  They  do  not  realize 
that  in  the  struggle  for  economic  survival  the  farmer  must  con- 
tinually adapt  new  ideas  or  be  forced  out  of  agriculture. 

This  struggle,  which  has  three  economic  states,  is  almost  endless. 
It  begins  when  a  few  progressive  farmers,  who  are  continually 
keepino-  their  ears  tuned  to  new  cost-reducing,  output-increasing 
developments,  adopt  a  new  improvement.  Thus,  these  early  users 
increase  output.  However,  this  increased  output  by  these  few  is 
not  enough  to  affect  the  market  price  to  any  degree.  The  economic 
result  is  m  increase  in  profit  for  the  early  users. 

In  the  second  state,  other  farmers  become  aware  of  the  success 
of  this  new  technology.  They  hasten  to  adopt  it.  In  a  relatively 
short  time,  the  aggregate  output  of  the  product  is  noticeably  in- 
creased and  price  in  the  market  place  declines.  Since  most  agri- 
cultural commodities  have  an  inelastic  demand,  one  m  which  an 
increase  in  output  will  cause  a  more  than  proportional  decrease  m 
price  The  decrease  in  farm  income  is  generally  greater  than  the 
reduction  in  producing  costs;  thus,  the  result  inevitably  is  a  "cost- 
price  squeeze"  such  as  we  are  in  today. 

The  third  economic  stage  is  one  of  the  adjustment,  one  m  which 
the  "cost-price  squeeze"  forces  farmers  out  of  production. 
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In  noiiagricultural  industries,  the  cycle  would  stop  when  the 
shop  was  closed.  But  in  agriculture,  the  "cost-price  squeeze"  cycle 
is  almost  endless.  As  some  farmers  leave  agriculture,  other  farmers 
in  their  efforts  to  reduce  cost  by  increasing  their  size  of  opera- 
tion take  over  the  farm  lands.  Consequently,  production  does  not 
decline  as  the  number  of  farmers  becomes  smaller.  Thus,  it  is  easy 
to  see  that  the  real  cause  of  the  ' '  cost-price  squeeze ' '  is  the  volume 
of  agricultural  products  marketed.  We  are  producing  more  than 
can  be  marketed  at  prices  that  yield  reasonable  returns  to  the 
producer. 

The  general  procedure  in  the  nonagricultural  industries,  when- 
ever inventories  are  increased  to  the  point  where  supply  tends  to 
force  price  reduction,  is  to  lay  off  workers  and  close  down  plants 
until  supply  and  demand  are  again  ik  balance.  In  agriculture,  this 
simple  type  of  balancing  of  demand  and  supply  is  impossible. 
Farmers  cannot  close  down  and  start  up  their  production  facilities 
to  maintain  this  balance. 

What  then  can  be  done?  One  way,  of  course,  is  to  "muddle" 
along  as  we  have  been  and  let  the  farm  income  situation  get  worse 
and  worse.  This  will  eventually — perhaps  in  a  generation  or  so — 
force  enough  farmers  and  resources  out  of  agriculture  so  that  those 
who  remain  will  have  a  satisfactory  income.  This  would  mean  that 
the  "cost  savings"  resulting  from  technological  improvements 
would  be  continually  transferred  from  agriculture  to  the  non- 
agricultural  segment  of  our  economy.  It  would  also  mean  that  our 
"family-size  farm,"  as  we  know  it  today,  will  probably  become  a 
thing  of  the  past. 

Another  suggested  solution  which  is  as  unrealistic  as  the  "do 
nothing  approach"  is  the  elimination  of  technological  improve- 
ments. This,  of  course,  is  impossible  and  unthinkable.  It  is  impos- 
sible because  even  if  all  research  carried  on  by  our  land-grant 
colleges  and  the  USDA  were  stopped,  private  organizations  would 
still  continue  their  research.  However,  these  developments  would 
tend  to  be  restricted  by  patents,  etc.  The  result  could  only  be  one 
in  which  the  '  *  family-farm ' '  concept  would  give  way  to  ' '  industrial 
combines"  large  enough  to  support  research  and  experimenta- 
tion. ,  .  . 

What  then  is  the  solution?  There  are  actually  several  solutions 
that  would  probably  work  satisfactorily  if  given  a  fighting  chance. 
Perhaps  most  promising  of  all  is  an  expansion  on  a  national  scale 
of  some  type  of  adaptation  of  the  marketing  agreements  and  orders 
we  have  here  in  California.  .  .  . 

Without  an  intelligent  marketing  and  production  program  on  a 
national  basis,  the  economic  forces  which  are  responsible  for  the 
present  "cost-price  squeeze"  will  continue  to  intensify  and  farm- 
ers' net  income  will  continue  to  decline  until  all  but  a  few  of 
California's  farmers  are  gone. 

Also,  at  the  Davis  meeting.  Dr.  James  T.  Kalph,  Deputy  Director  of 
the  California  Department  of  Agriculture : 

Concerning  the  problem  of  vertical  integration.  As  we  see  verti- 
cal integration  it  appears  to  have  some  advantages  and  some  dis- 
advantages. The  main  advantages  to  vertical  integration  occur  in 
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the  savings  in  cost  of  selling.  At  the  same  time,  there  are  sav- 
ings in  cost  of  buying  because  two  or  more  firms  are  tied  to- 
gether. There  are  further  savings  that  result  from  scheduling 
together  the  operations  of  the  supplying  and  producing  firms  to 
comcide  with  the  needs  of  the  processing  firms.  On  the  other  end 
of  the  scale  the  disadvantages  are  that  the  decision-maknig  func- 
tion is  not  usually  left  in  the  hands  of  the  farmers.  Thus,  the 
person  who  is  making  the  decisions  may  be  in  a  position  to  allocate 
returns  unfavorably  to  the  farm  producers.  This  provides  a  mech- 
anism for  cutting  down  the  return  received  by  the  producer  and 
for  increasing  the  return  that  is  received  by  other  segments  in  the 
production  and  marketing  system.  A  further  disadvantage  of  verti- 
cal integration  has  to  do  with  the  flow  of  outside  capital  into  agri- 
culture.'^Yertical  integration  actually  provides  a  convenient  mech- 
anism whereby  holders  of  outside  capital  may  invest  in  agriculture 
and  therebv  serve  to  increase  production. 

Our  recommendation  for  approaching  the  problem  of  vertical 
integration  is :  first,  that  producers  who  are  in  a  financial  position 
to  do  so  should  be  encouraged  to  form  their  own  supplying  or 
processing  co-operative  to  integrate  themselves ;  second,  producers 
who  are  not  in  a  position  to  do  so  should  be  encourged  to  form  a 
bargaining  association  to  bargain  with  processors  for  a  price  on 
their  product  or  their  services ;  and  third,  in  cases  where  produc- 
tion is  super-abundant  and  prices  have  been  depressed  to  an  unduly 
low-level  we  recommend  the  adoption  of  marketing  orders  to  regu- 
late the  flow  to  market  and  to  set  appropriate  quotas  which  will 
cause  supply  to  be  more  in  line  with  demand. 

There  were  many  who  testified  that  scoffed  at  the  idea  that  the 
present  situation  was  too  serious  or  would  long  continue,  such  as  the 
man,  who  lives  20  miles  out  of  San  Diego  and  produces  fryers  and  eggs 
for  the  market,  said  that  low  prices  are  nothing  new  and  have  come 
along  from  time  to  time  and  supply  and  demand  has  always  taken  care 
of  it — when  prices  are  low  poultrymen  put  in  fewer  pullets  and  produc- 
tion goes  down  and  the  price  goes  up  when  the  scantier  crop  of  laying 
hens  is  in  the  houses. 

Chairman  of  the  Board  of  Directors  of  the  San  Diego  Co-operative 
Poultry  Association,  spoke  at  the  San  Diego  meeting : 

The  current  year  has  brought  some  hard  times  to  the  industry 
with  the  result  that  all  operators  have  been  hurt.  But  as  is  always 
true  in  such  situations,  some  have  been  hurt  worse  than  others. 
The  tendency  to  panic  in  the  face  of  adversity  has  brought  about 
a  great  deal  of  pressure  for  "somebody  to  do  something."  I  know 
that  the  members  of  your  committee  are  aware  of  this  pressure. 
But  a  quick  review  of  the  farming  process  will  show  that  this  is 
merely  a  regular  cycle  in  the  process  of  food  production.  Many 
programs  have  been  originated  to  alter  the  law  of  supply  and  de- 
mand but  not  one  has  been  found  that  has  changed  the  situation 
for  more  than  a  short  period.  The  National  Farm  Subsidy  Program 
has  been  in  effect  more  than  20  years,  with  the  net  result  of  stag- 
gering surpluses  and  back-breaking  costs  to  the  taxpayer.  The 
excuse  of  political  expediency  would  be  the  only  justification  for 
extending  this  program  into  other  areas.  The  greatest  help  that 
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could  be  extended  to  poultrymen  today,  would  be  the  return  of 
feed  grains  to  a  free  market. 

The  present  growth  of  vertical  integration  is  neither  new  nor 
alarming.  Good  profits  draw  investors'  capital  to  any  industry.  The 
lack  of  profits  will  as  cpiickly  remove  that  competition.  The  surplus 
of  eggs  in  San  Diego  County  is  not  the  result  of  integration.  Every 
producer  in  the  area  has  been  a  contributing  factor.  Before  w^e 
crusade  to  destro}'  "bigness"  we  should  be  sure  that  we  are  not 
part  of  that  bigness. 

Our  producer's  co-operative  was  developed  to  enable  farmers  to 
band  together  to  solve  their  problems.  As  a  member  of  this  co-op- 
erative, I  believe  we  can  still  solve  the  situation  ourselves.  In  the 
interest  of  economy,  we  should  be  given  enough  time  to  try.  Our 
program  can  be  flexible  enough  to  am'end  as  we  see  fit. 

Government  programs  become  solid,  sacred,  unwieldly  and  per- 
petual. To  catapult  the  poultry  industry  into  a  regulated  program, 
on  the  current  evidence  would  not  be  wise  in  my  opinion. 

Any  operation  which  is  to  continue  in  business  will  have  to  em- 
ploy good  management,  careful  attention  to  detail,  aggressive  sell- 
ing and  the  production  of  a  good  product  at  a  reasonable  price. 
The  application  of  these  principles  to  any  business,  large  or  small, 
will  achieve  about  the  same  result. 

It  is  an  old  axiom  of  agriculture  "that  you  find  your  money 
where  you  lose  it."  The  poultry  industry  needed  aid  in  1916.  For- 
tunately, the  men  who  originatecl  San  Diego  Co-operative  Poultry 
Association  were  not  aware  that  they  v/ere  to  raise  chickens  at 
government  expense.  The  personnel  of  our  board  has  changed  many 
times  in  the  passing  years,  but  I  am  sure  I  speak  for  the  present 
directors  when  I  say  that  we  want  to  work  out  our  salvation.^ 

From  a  Ramona  poultryman  in  the  business  over  25  years : 

I  have  never  thought  that  government  controls  and  subsidies 
would  be  good  for  my  business;  and  during  the  past  few  years 
as  controls  and  subsidies  have  become  a  part  of  much  of  our  econ- 
omy, I  am  sure  all  of  us  have  asked  ourselves  the  question :  would 
these  controls  help  the  poultry  industry,  and  if  not,  why  ? 

You  can  be  sure,  all  of  us  are  definitely  interested  in  improving 
our  business,  and  try  to  be  alert  for  anything  which  might  con- 
tribute to  that  improvement,  but  we  have  seen  the  position  and 
condition  of  surpluses  such  as  wheat,  cotton  and  other  controlled 
commodities ;  so  how  can  we  believe  the  poultry  industry  would  be 
an  exception.- 

And  Dr.  Carpenter  restated  the  traditional  position  of  the  land-grant 
college  technologists  in  a  June  9,  1960,  issue  of  "Economic  Briefs  for 
California  Agricultural  Extension  Personnel ' ' : 

There  is  evidence  that  many  family  farm  operators  are  adapting 
to  changing  conditions.  The  farmer  must  always  be  permitted  to 
make  needed  adjustments  if  the  family  farm  is  to  remain  strong 
and  competitive.  Change  is  the  law  of  progress.  We  must  not  fear 
it.  Those  who  resist  change  usually  perish  in  the  process.  There 

1  Hart  Dunham,  San  Diego  Hearing,  December  2,  1959. 
2C.  H.  Owen,  San  Diego  Hearing,  December  2,  1959. 
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are  those  who  want  the  government  to  protect  them  from  economic 
changes  and  competitive  forces,  while  there  are  others  who  gear 
up"  their  operations  to  meet  economic  changes  and  thus  are  still 
able  to  compete. 

2.   Direct  Government  Action  Against  Processors; 

Foreign  Experience  With  Such  Action 

Frequent  suo-gestions  were  made  by  growers  that  processor  owner- 
ship or  operation  of  farms  should  be  barred.  There  was  even  one  sug- 
oestion  that  vertical  integration  arrangements  should  themselves  be 
Siade  illegal.  Poultrv  and  egg  producers  seemed  m  general  resigned 
to  livino-  with  such  operations  and  felt  that  they  would  have  to  be 
included  in  any  definition  of  "producer"  or  no  nationwide  marketing 
act  would  stand  a  chance  of  passage. 

Dr.  Sidney  Hoos  of  the  Giannini  Foundation  commented  that: 

Personallv,  I  doubt  the  wisdom,  not  to  mention  the  practical 
feasibility,  'of  legislation  outlawing  processors  from  operating 
farms,  which  is  a  form  of  backward  vertical  integration.  Also,  I 
would  doubt  the  wisdom  or  the  effectiveness  of  legislation  to  con- 
trol their  farm  operations.  Another  way  to  state  my  view  is  that, 
if  one  were  to  consider  legislation  to  outlaw  processors  from  oper- 
ating farms  or  to  control  the  farm  operations  of  processors,  it 
would  be  just  as  logical  to  have  compensating  legislation  to  outlaw 
farmers  from  operating  processing  plants  or  to  have  legislation 
controlling  the  integrating  operations  of  farmers.  These  views  are 
stated  in  the  context  that  we  still  want  to  retain  the  essential 
features  of  our  present  type  of  economic  system.  Yet,  to  repeat,  I 
would  say  that  we  should  improve  and  maintain  the  climate  where 
integration  may  develop  if  farmers  wish  to  do  so. 

There  has  been  some  experience  abroad  with  this  problem.  C.  F. 
Adermann,  Minister  for  Primary  Industry  of  Australia,  writes  that : 

Whilst  there  is  no  legislation  in  this  country  which  expressly 
prohibits  processors  from  being  growers,  the  marketing  arrange- 
ments are  such  for  many  commodities  that  there  is  little  scope  for 
or  advantage  in  this  type  of  integration. 

The  marketing  of  many  agricultural  products  is  controlled  by 
marketing  boards  set  up  under  general  marketing  legislation  of 
a  state,  under  state  or  commonwealth  acts  covering  specific  com- 
modities, or  under  complementary  legislation  of  the  commonwealth 
and  all  or  anv  of  the  states.  These  marketing  boards  have  been 
set  up  at  the'  request  of  or  with  the  approval  of  producers.  In 
effect,  they  are  co-operative  marketing  organizations  which  are 
designed  to  assist  orderlv  marketing,  with  producers  forming  a 
majority  of  the  board  members.  The  commonwealth  government  s 
powers  under  the  constitution  are  limited  to  the  export  field  and 
the  boards  set  up  under  commonwealth  laws  are  concerned  only 
with  regulating  and  organizing  exports  or  undertaking  export 
trading  operations.  The  Australian  Wheat  Board  is  the  exception ; 
it  has  exclusive  trading  powers  on  both  the  domestic  and  export 
markets. 
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State  marketing  boards,  on  the  other  hand,  are  concerned  with 
internal  marketing  (there  are  one  or  two  exceptions)  and  provide 
a  single  compulsory  channel  through  which  the  commodity  con- 
cerned must  be  marketed.  These  marketing  boards,  particularly 
those  with  trading  powers,  are  thus  similar  to  producer  co-opera- 
tives, except  that  participation  by  the  producer  is  compulsory. 

Thus,  in  the  case  of  industries  whose  products  are  compulsorily 
channeled  through  marketing  boards  which  possess  trading  powers, 
there  is  little  scope  for  backward  vertical  integration.  There  are 
many  instances  of  forward  integration,  that  is  to  say  of  producers 
forming  co-operative  societies  to  process  the  farm  product,  and 
although  instances  of  backward  integration  are  less  frequent,  they 
do  exist  in  the  vegetable  industry  for  such  commodities  as  peas 
and  asparagus.  Wineries  frequentl;^  draw  their  supplies  from 
their  own  vineyards  and  there  are  also  one  or  two  instances  of 
vertical  integration  in  the  meat  industry. 

Douglas  S.  Harkness,  Canadian  Minister  of  Agriculture,  wrote  that : 

In  Canada  we  have  not  passed  any  legislation  to  directly  control 
vertical  integration  or  contract  farming.  However,  during  the 
past  year  we  have  been  operating  our  agricultural  price  support 
legislation  in  such  a  way  as  to  withdraAV  support  from  large  com- 
mercial operations.  We  have  done  this  particularly  with  hogs  and 
eggs,  in  which  vertical  integration  was  proceeding  very,  very  rap- 
idly. At  the  present  time,  feed  companies,  abattoirs,  etc.,  which  are 
in  egg  or  hog  production,  receive  no  price  support  whatever.  In- 
dividuals, whether  bona  fide  farmers  or  not,  receive  support  on  a 
limited  amount  of  production  per  year.  .  .  . 

As  to  the  success  of  these  measures,  production  of  both  eggs 
and  hogs  has  dropped  materiallj^  so  that  we  are  no  longer  produc- 
ing either  in  quantities  greater  than  the  domestic  market  and  our 
limited  export  markets  can  absorb.  The  effect  in  discouraging  ver- 
tical integration  has  been  most  noticeable  in  hog  production.  So 
far  as  I  know,  practically  all  feed  and  other  companies  have  quit 
contracting,  or  producing  directly  on  their  own  account. 

3.  Checking  Vertical  Integration  Through  Vertically 

Integrated  Grower  Co-operatives 

At  the  Red  Bluff  hearing,  the  president  of  Cal-Can,  the  grower's 
canning  co-operative  which  is  now  the  fourth  largest  cannery  in  the 
State,  said: 

My  statement  starts  out  with  challenging  times  that  we  have  in 
this  integration  of  agriculture.  This  is  a  challenge,  indeed,  for 
agriculture  because  great  changes  are  taking  place.  Changes  that 
will  improve  the  economic  standing  of  agriculture.  Changes  that 
will  regain  for  farmers  the  economic,  social  and  political  stand- 
ing that  is  their  birthright  and  that  they  deserve.  Now  what  are 
the  objectives  of  these  changes? 

Certainly  to  grow  just  for  the  sake  of  getting  bigger  has  no 
sound  basis.  The  changes  we  are  going  to  discuss  here  are  those 
changes  in  our  agricultural  marketing  system  that  appear  to  be 
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necessary  to  assure  the  farmer  a  profit  from  his  farming  opera- 
tions. 

The  American  farmer  is  operating  in  a  capitalistic  society,  he 
is  regularly  competing  not  only  with  other  farmers,  but  with  other 
businessmen  and  commerce  and  in  industry.  He  is  trying  to  re- 
gain and  to  maintain  himself  on  an  equal  economic  basis  with 
his  competitors.  He  is  seeking  means  to  insure  himself  a  reasonable 
profit  on  a  long-term  basis  as  well  as  on  a  short-term  basis.  Profit 
then,  is  the  main  objective. 

.  .  Let  me  sum  up  the  case  for  integration  as  I  see  it.  Those 
who  argue  the  case  for  integration  point  out  that  an  economic 
society  in  which  the  laws  of  supply  and  demand  can  operate  in 
free  interplay;  businessmen,  including  farmers,  tend  to  take  such 
actions  as  are  to  their  financial  advantage.  Integration  has  devel- 
oped because,  generally  speaking,  it 's  financially  good  for  most  of 
those  people  involved  in  it.  It  evolves,  logically  out  of  economic  and 
technological  changes  occurring  in  agriculture,  and  does  not  in 
itself  cause  such  changes.  An  archaic  system  of  production  for  un- 
known buyers,  who  have  harvest  for  the  first  time,  imposed  speci- 
fications and  set  prices  has  given  way  to  a  coming  of  age  and  a 
recognition  of  the  economic  facts  of  life.  A  knowledge  of  agronoiny 
and  animal  husbandry  is  no  longer  sufficient.  Adequate  financing 
and  prearranged  marketing  are  essential.  Agriculture  is  now  going 
through  an  industrial  evolution  and  out  of  it  is  coining  stability 
and  minimal  ration  of  risk. 

The  pressure  by  the  consumer  for  greater  efficiency  and  low 
prices  has  created  the  development  of  mass  food  markets  which 
demand  volume,  dependability  of  supply,  higher  and  more  uniform 
quality  and  all  at  a  lower  percentage  of  the  consumer 's  wage.  The 
individual  farmer  has  a  choice  of  meeting  these  criteria  or  moving 
aside  to  allow  someone  else  to  do  so.  Integration  which  ties  price 
and  specification  together  serves  these  needs  sufficiently.  While  the 
integrated  farmer  may,  in  many  cases  get  less  profit  per  unit,  he 
sells  more  units.  Twenty-five  years  ago,  as  an  example,  a  poultry 
farmer  got  more  of  the  consumer's  dollar  than  he  does  today,  but 
he  now  sells  more  chickens.  The  farm  is  no  longer  a  way  of  life, 
but  has  become  big  business.  Like  any  other  businessman,  the 
farmer  interested  in  spreading  risk,  reducing  production  costs, 
lowering  prices  to  increase  volume,  creating  new  and  assured  mar- 
kets, and  obtaining  his  capital  requirements  as  needed.  He  can  ac- 
complish these  objectives  by  means  of  increased  size  to  effect  pro- 
duction economies  and  an  integrated  sales  arrangement  to  lend 
marketing  stability  and  efficiency.  It  is,  doubtless,  true  that  while 
integration  quite  probably  stimulates  a  growth  of  all  its  compo- 
nents, farms  will  increase  in  size  with  or  without  its  help.  The  big 
will  necessarily  get  bigger.  As  an  example  of  what  may  come  to 
pass,  only  60,000  farms— each  with  100  sows  could  supply  us  with 
96  million  hogs,  whereas,  normally  2h  million  U.S.  hog  farms  pro- 
duce only  about  89  million  head.  With  size,  the  farmer  finds  he 
can  profitably  use  specialists  to  improve  all  phases  of  management, 
that  technological  changes  can  be  put  into  practice  more  easily  on 
these  farms.  Does  the  quest  for  efficiency  actually  eliminate  compe- 
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tition,  and  his  size  per  .  .  .  ?  We  think  not.  Far  from  inhibiting  a 
free  market,  integration  may  spur  the  development  of  better  open 
markets.  Cases  can  also  be  cited  where  market  improvements  spurs 
integration. 

It  is  my  opinion  that  vertical  integration  does  not  pose  a  threat 
to  the  pricing  system.  The  role  of  price  emphasis  or  dependence  on 
price  I  think  is  more  likely  to  be  strengthened  than  weakened  by 
instances  of  vertical  integration.  I  think  if  Sears  and  Roebuck  and 
the  A&P  chain,  these  monster  prototypes  of  retail  integration  has 
been  more  price  conscious  and  more  price  competitive  than  the  un- 
integrated  firms  they  superseded.  For  this  reason,  I  consider  ver- 
tical integration  to  be  beneficial. 

Integration  probably  means  greater  influence  on  legislation 
whether  the  farmer  is  a  member  of  a  co-operative,  a  corporation, 
or  simply  on  the  same  side  of  the  processor  who  is  his  partner. 
Contracts  to  sell  mean  an  assured  market  and  a  foreseeable  profit. 
Hence,  banks  and  feed  companies  are  quicker  to  advance  credit. 
The  processor  benefits  because  it  gives  him  an  assured  supply.  Inte- 
gration will  benefit  beginners  through  providing  capital,  know- 
how,  and  a  reduction  of  risk.  Eventually,  integration  may  well  have 
a  beneficial  effect  on  our  crop  surplus  problems  as  an  increasing 
number  of  farmers  tie  production  schedules  into  firm  sales  con- 
tracts prior  to  planting. 

The  Operation  of  a  Co-operative 

AVe  are  in  our  third  year  of  operation  now.  We  have  approxi- 
mately 1,000  to  1,200  individual  members.  We  have  practically  all 
the  fruit  crops.  We  have  peaches,  pears,  cherries,  apricots,  spinach, 
asparagus,  cranberries,  canned  fruit  cocktail  (I  am  sure  I  forgot 
something)  grapes.  These  are  all  individual  grower  members.  This 
last  year  we  finished,  we  are  doing  66  million  dollars  worth  of 
business.  The  first  year's  operation  we  returned  to  the  growers — 
in  revolving  fund  credits — 22  percent  above  market  prices.  In 
other  words,  they  are  getting  credit  for  22  percent  above  the  com- 
peting market  price  that  they  sold  to  commercial  canners.  We  re- 
turned to  the  growers  100  percent  of  the  market  price  plus  credits 
for  the  balance  of  22  percent.  This  last  year's  operation  we  just 
finished,  we  returned  115.4  percent  of  market  price.  In  other  words, 
we  paid  our  growers  100  percent  of  the  market  price  plus  credit 
for  15.4  percent  above  in  revolving  fund  credits.^ 

The  revolving  fund  is  used  as  a  reserve  that  is  held  back  from  their 
receipts,  or  the  same  money  that  they  would  have  received  with  a  com- 
mercial operation  plus  credits  which  will  be  revolved  in  a  5-7-9  year 
period  of  time — something  on  that  order.  This  is  used  to  finance  the 
overall  operation.  The  money  goes  back  to  the  management  of  the  board, 
who  makes  the  decision  as  to  when  they  are  going  to  start  revolving 
these  funds  back.  This  type  of  operation, 

.  .  .  came  primarily  from  grower  pressure  started  about  six 
years  ago  saying  that  we  've  got  to  do  something  to  try  and  return 
more  margins  to  ourselves  as  growers.  And  so  we  started  research 
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and  decided  whether  we  shonkl  get  into  it  on  a  building  program 
or  buying  existing  eanners  .  .  .  and  the  decision  was  made  that 
it  had  to  be  a  multiple  crop  operation.  We  had  to  have  existing 
outlets.  In  other  words,  Avhen  we  bought  these  four  processing 
companies  Ave  have  now,  we  bought  management,  we  bought  labels, 
we  bought  outlets  .  .  .  the  whole  thing.  So  we  are  using  the  whole 
operation  all  the  way  through. 

.  .  .  We  are  in  the  same  markets  as  commercial  companies.  W^e 
have  to  be  competitive.  We  are  continually  striving  just  as  they 
are  in  quality  or  in  new  outlets  or  new  brokers  and  that  type  of 
thing. 

We  told  our  members  we  are  not  financing  institutions.  We  are 
not  out  here  to  extend  credit.  We  are  out  here  to  do  just  as  efficient 
job  as  we  can  in  a  processing  and  in  the  marketing  of  your  product. 
And  we  think  that  if  we  get  too  far  astray  and  start  thinking  up 
too  many  sidelines  that  we  lose  sight  of  the  initial  thing  that  we 
got  into  this  for. 

The  growers  actually  have  complete  control.  We  have  a  main 
board  of  25  members  that  meet  monthly.  It's  composed  of  20 
growers,  plus  five  in  management.  So  we  have  majority  in  man- 
agement control.  We  have  four  subsidiary  companies  in  which  some 
of  us  sit  on  these  boards  which  meet  monthly  .  .  .  as  subsidiary 
companies  we  have  majority  control  of  those.  All  main  manage- 
ment decisions  and  policies  have  to  be  cleared  with  the  boards. 

Our  Board  members  are  up  for  election.  The  majority  .  .  . 
about  three-fourtlis  of  the  board  members  are  up  for  election 
every  year  and  we  like  to  think  that  they  have  to  base  this 
.  .  .'their  being  returned  to  the  directorship  on  the  perform- 
ance where  they  have  done  a  job  in  the  district  and  they  are  known 
within  the  district.  We  have  the  State  split  up  into  four  districts 
and  by  commodity  also.  So  each  commodity  is  represented  as  well 
as  districts  in  the  state  and  this  based  on  performance  whether 
they  get  re-elected  or  not.^ 

As  to  small  growers  in  the  organization  receiving  proper  representa- 
tion on  the  board : 

Membership 

In  the  orchard  crops,  we  take  membership  based  on  a  15-year 
contract.  And  it's  based  on  a  legal  description  of  the  property. 
They  have  to  be  members  for  three  years  and  then  they  can  give 
one  year's  notice  ...  So  we  are  tied  to  taking  that  particular 
block  of  fruit.  In  other  words,  we  can't  ...  if  it's  a  long-crop 
year  we  don't  back  off.  We  can't  do  it.  But  we're  hedging  on  that 
one  in  that  we  do  buy  a  portion  on  the  commercial  market  from 
nonmembers  which  is  a  commercial  business  with  us  and  on  which 
we  pay  taxes  on  profits  and  so  on.  With  our  vegetable  crops,  toma- 
toes which  is  the  big  item  with  us  and  spinach  and  asparagus — 
no  not  asparagus — spinach  and  tomatoes  are  the  only  two  affected. 
We  have  a  year-by-year  basis.  In  other  words,  we  take  the  member 's 
application'  for  so  "many  thousand  tons,  next  year  in  the  winter 
before  planting  season,  "the  board  sits  down  and  decides  if  we  are 
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going  to  cut  back  in  tomato  canning  that  year  we  will  prorate 
so  we  will  notify  the  grower  that  instead  of  100  percent  of  your 
membership,  you  may  only  plant  90  percent.  Or  if  it  looks  like  we 
want  to  expand  and  don't  want  to  take  on  new  members  in  that 
particular  year,  we  will  say,  you  can  plant  110  percent  this  year.^ 

At  San  Jose,  Managing  Director  of  the  Poultry  Producers  of  Central 
California,  told  of  the  spread  of  vertical  integration  in  the  egg  and 
poultry  industries  and  presented  an  extended  analysis  of  the  way 
farmers  could  combat  it  by  increasing  the  strength  of  their  co-opera- 
tives. He  pointed  out  that  vertical  and  horizontal  integration  were 
needed — that  the  spread  of  vertical  integration  dictated  that  co- 
operatives would  have,  in  the  future,  to  get  their  members  to  agree  to 
more  control  of  production  than  they  havevin  the  past,  when  their  work 
has  been  almost  entirely  that  of  horizontal  integration  or  combining 
farmers  for  purchasing  and/or  marketing. 

He  specifically  denied  that  increasing  the  scope  of  co-operatives 
under  the  system  of  voting  by  production  or  amount  purchased,  instead 
of  on  the  basis  of  one  vote  to  a  member  was  weakening  the  co-operatives 
as  organs  of  the  family-farmer. 

He  stated  that  Poultry  Producers  of  Central  California  has  assisted 
only  one  very  large  grower,  and  this  by  feed  loans,  etc.,  only,  and  not 
by  financing  his  hen  houses,  which  are  aimed  at  a  110,000-hen  operation. 
He  said  that  the  aim  of  Poultry  Producers  of  Central  California  was 
to  allow  its  membership  to  increase  from  3,000  hens,  which  is  now  too 
small,  to  an  efficient  6-8,000  and  not  support  giant  enterprises  which 
would  compete  with  the  bulk  of  his  membership.  He  pointed  out  that 
all  but  one  of  his  Board  of  Directors  are  small  growers. 

4.  Combating  Vertical  Integration— By  Promotion  of  Product 

From  Bed  Bluff,  the  President  of  the  Cal-Can  Co-operative : 

Just  because  you  are  a  farm  co-operative  doesn't  mean  that 
you  can  run  these  plants  and  run  all  this  through  here  without 
some  outlet  because  we'd  be  in  real  serious  trouble,  more  so  than 
we  are  right  now.  I  mean  as  independent  growers.  So  we  have 
always  used  the  outlets  and  we  continually  push  and  prod  our  sales 
department  to  increase  the  sales  because  we  have  continual  pres- 
sure from  growers  to  put  more  product  in.  But  the  sales  outlet  is 
the — probably  the  key  to  the  number  of  tons  of  product  we  are 
going  to  run  in.  That's  the  first  one.  And  the  second  one,  of  course, 
is  the  processing  facilities  whether  they  can  handle  it  and  do  a 
good  job  and  then,  of  course,  the  pressure  is  on  from  the  grower 
members  to  increase  or  build  this  up  as  they  ...  as  we  can  do 
this.i 

At  Fresno,  the  manager  of  the  turkey  board  recited  the  history  of 
turkey  promotion.  While  promotion  had  more  than  doubled  California 
consumption  of  turkeys  since  1952  until  the  whole  output  of  the  in- 
dustry was  being  sold  within  the  State,  its  only  provable  effect  on  price 
had  been  saving  the  grower  the  4  cents  a  pound  freight  to  New  York 

1  Earl  Blaser,  Red  Bluff  Hearing,  August  26,  1960. 
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City.  The  industry  was  still  in  a  bad  state  and  would  remain  so  as 
long  as  turkeys  were  sold  below  cost  at  the  store. 

A  farmer  from  Buena  Park,  however,  said  that  some  of  the  in- 
dustries which  are  engaged  in  integration  are  the  most  ardent  advocates 
of  the  idea  that  all  that  is  needed  is  more  promotion  and  the  most  re- 
lentless opponents  of  any  plan  to  control  the  supply  of  eggs,  broilers 
and  turkeys.  It  was  pointed  out  that  with  all  the  promotion  available 
for  broilers  and  the  great  increase  in  sales  that  it  has  caused,  here  and 
abroad,  the  price  to  the  producer  has  steadily  declined.  Promotion  is 
needed  to  increase  consumption,  but  you  must  have  control  of  supply 
first  and  foremost. 


MARKETING  ORDERS 

I.     HOW  THEY  WORK 

Deputy  Director  William  J.  Kiihrt  of  the  State  Department  of  Agri- 
culture submitted  the  following : 

Legislative  efforts  to  balance  supplies  of  agricultural  products 
with  market  demands  are  not  new  in  California;  in  fact,  we  have 
had  over  25  years  of  experience  in  this  field.  Some  of  our  co- 
operatives tried  out  voluntary  efforts  as  early  as  1928,  in  such 
commodities  as  oranges,  prunes  and  raisins.  When  these  voluntary 
efforts  could  be  successful  only  if  operated  under  enabling  legis- 
lation. 

Our  first  state  law  became  effective  in  1933,  and  was  called  the 
Agricultural  Prorate  Act.  It  was  administered  by  a  Commission, 
separate  from  our  State  Department  of  Agriculture,  and  provided 
authority  mostly  for  application  of  volume  marketing  quotas  upon 
producers.  A  number  of  commodity  programs  were  operated  under 
this  Act,  but  as  enacted  and  as  administered,  this  Act  proved  to 
be  inequitable  and  unpopular  with  farmers  and,  even  though 
amended  later,  has  been  used  very  little  since. 

In  1933,  the  Federal  Agricultural  Adjustment  Act  also  became 
available  to  some  of  our  commodity  groups.  This  Act,  later  re- 
enacted  as  the  Federal  Marketing  Agreement  Act,  carries  authority 
for  surplus  control  and  for  grade  and  size  controls,  and  as  will  be 
observed  later,  is  available  for  programs  on  a  limited  group  of 
crops. 

Other  laws  were  passed  in  the  early  30 's  but  failed  of  constitutional 
tests.  To  meet  a  need  for  vigorous  legislation  which  would  pass  the 
courts : 

...  a  new  act,  called  the  California  Marketing  Act  .  .  .  became 
effective  in  September  (1937).  This  act,  administered  by  the 
State  Department  of  Agriculture,  carries  authority  for  marketing 
programs  which  can:  (a)  balance  supply  with  market  demand  by 
volume  restrictions,  or  by  quality  and  size  restrictions ;  ( b )  im- 
prove quality  through  grade,  size  and  maturity  regulations;  (c) 
increase  demand  through  various  types  of  promotions;  (d)  pro- 
vide for  needed  research;  and  (e)  provide  for  control  of  unfair 
practices.  This  is  the  act  under  which  (33  of  the  36)  State  pro- 
grams now  operate.  Not  all  carry  authority  for  volume  restric- 
tions, but  a  very  large  proportion  carry  authority  for  volume 
controls,  or  grade  and  size  controls,  or  for  promotion,  or  a  combi- 
nation of  two  or  more  of  these  methods. 

Also,  we  now  have  15  federal  programs,  under  the  Federal  Mar- 
keting Agreement  Act,  operating  in  this  State.  Some  operate  alone, 
but  many  operate  in  conjunction  with  our  State  programs.  These 
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federal  prooTams  mostly  use  volume  controls  and  grade  and  size 
controls  to  balance  supplies  with  market  demands. 

In  the  application  of  controls  upon  quantity,  the  following-  types 
of  regulations  are  authorized,  in  both  the  federal  and  state  acts : 

(1)  Regulation  of  the  quantities  which  may  be  shipped  to  mar- 
ket by  periods. 

(2)  Establishment  of  marketable  and  surplus  percentages,  with 
the  setting  up  of  surplus  or  reserve  pools  to  take  care  of  the 
portion  of  the  crop  which  is  not  permitted  to  be  shipped 
in  regular  market  channels. 

(3)  Limiting  the  period  of  time  for  the  processing  of  a  particu- 
lar product  in  order  to  prevent  overpack. 

(4)  Reducing  the  quantity  that  will  be  available  for  marketing 
through  greendropping,  such  as  is  used  with  cling  peaches 
in  California. 

In  the  application  of  quality  control  regulations  used  primarily 
in  balancing  supply  with  market  demand,  such  regulations  may 
apply  both  to  grade  and  to  size.  In  using  grade  limitations,  it  is 
common  to  establish  minimum  standards  of  quality  which  may  be 
marketed,  or  to  limit  the  use  of  specific  grades  for  certain  purposes 
or  utilizations.  For  example,  with  some  products  only  Number 
One  quality  mav  be  shipped  to  market,  and  the  remainder  must 
be  diverted  into  bv-product  pools.  In  limiting  the  utilization  out- 
lets, for  example,  onlv  the  Number  One  grade  may  be  used  for  a 
certain  canning  utilization,  such  as  canned  pear  halves,  whereas 
the  Number  Two  grade  may  be  used  only  for  baby  foods.  In  the 
application  of  size  regulations  restricting  the  marketing  of  either 
the  small  sizes  or  the  sizes  that  are  too  large,  those  sizes  which  are 
not  permitted  to  be  marketed  by  reason  of  these  limitations  are 
diverted  to  bv-product  pools,  and  used  for  other  purposes. 

It  will  be  noted  that  none  of  the  above  authorized  types  of  con- 
trols relate  to  production  controls;  instead  they  are  controls  or 
limitations  upon  the  quantities  that  may  be  marketed  and  do  not 
directly  limit  the  acreage  which  a  producer  may  plant,  or  the 
quantity  of  the  product  which  he  may  produce. 

Thus,  as  one  might  expect,  a  great  deal  of  experience  has  been 
gained  in  California  in  the  application  and  administration  of  the 
various  tvpes  of  marketing  controls  designed  to  balance  supply 
with  market  demands.  We  cannot  claim  that  all  of  these  programs 
have  been  completely  successful ;  but  it  would  be  fair  to  say  that, 
generally  speaking,  the  results  have  been  reasonably  satisfactory, 
and  improvements  are  being  made  constantly 
What  had  made  the  marketing  orders  necessary,  Kuhrt  said,  were 
these  things : 

(1)  Long  before  the  depression  began  in  the  1930 's  our  farmers, 
engaged  in^  producing  many  of  our  crops,  began  to  realize  that 
uncontrolled  surpluses  often  reduced  their  prices  below  the  costs 
of  production,  often  much  more  drastically  than  the  amount  ot 
oversupplv  would  seem  to  warrant.  This  severe  price  demoraliza- 
tion resulted  from  the  competition  among  farmers  for  a  market  tor 
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their  crop,  and  is  aggravated  by  a  lack  of  organization  of  farmers 
for  price  bargaining  purposes.  But  even  with  a  bargaining  asso- 
ciation, the  price  which  can  be  expected  must  be  one  that  reflects 
the  supply-demand  conditions,  and  an  oversupply  means  lower 
prices. 

(2)  With  some  products  in  some  seasons,  demoralized  prices 
were  so  low  and  caused  such  heavy  losses  to  producers  that  their 
credit  was  impaired,  and  many  were  unable  to  continue  in  business. 
This  has  been  the  effect  for  many  years,  but  in  recent  years  the 
turke}^  and  fryer  situations  in  this  State,  as  in  many  other  produc- 
ing states,  are  acute  examples  of  what  disasters  surpluses  can 
bring  about. 

(3)  Consumers  of  these  products  do  not  benefit  in  lower  prices 
anywhere  near  to  the  extent  of  the  ^losses  to  farmers,  and  their 
purchases  do  not  increase  commensurately  with  lower  prices  so 
as  to  remove  the  surplus  and  restore  reasonable  prices  to  farmers. 
Produce  handlers  and  retailers  of  farm  products  generally  do  not 
adjust  their  selling  prices  to  fully  reflect  farm  price  conditions. 
Besides,  many  consumers  are  not  very  much  interested  in,  or  aware 
of,  farm  price  levels.  They  will  complain  if  there  is  a  drastic  price 
increase ;  and  they  may  buy  a  little  more  if  a  large  price  cut  is 
called  to  their  attention.  But  in  these  days  consumers  are  not  too 
conscious  of  the  farmers'  supply-demand  problems,  and  they  can- 
not be  relied  upon  to  respond  effectively  to  lower  prices  to  help 
farmers  to  solve  their  supply-demand  problems. 

(4)  We  have  found  instead  that  under  conditions  of  reasonable 
stability  the  wholesale  and  retail  trade,  being  reasonably  assured 
of  their  margins  of  profit,  will  move  larger  quantities  of  the  prod- 
uct ;  while  under  chaotic  price  conditions  the  trade  will  limit  their 
purchases  in  fear  of  buying  at  too  high  prices,  and  thus  being  un- 
able to  meet  the  competition  of  competitors  who  may  have  bought 
at  cheaper  prices. 

(5)  The  need  for  reasonable  stability  in  prices  to  farmers  is 
especially  important  in  California,  and  in  other  producing  states 
where  farmers  must  depend  upon  the  prices  and  the  returns  they 
receive  for  their  products  to  enable  them  to  pay  their  production 
costs  and  their  family  living  costs.  Where  production  of  crops  and 
livestock  is  a  commercial  enterprise,  as  well  as  a  way  of  life,  prices 
must  be  sufficient,  in  the  long  run,  to  meet  expenses.  Our  Cali- 
fornia farmers  know  that  in  order  to  survive  they  must  do  some- 
thing effective  to  balance  supply  with  market  demand,  and  to 
avoid  the  heavy  losses  resulting  from  oversupply  and  price  de- 
moralization. 

(6)  In  operating  control  programs  over  the  years,  our  farmers 
have  found  some  other  facts  and  conditions  which  are  important 
to  success  in  balancing  supply  with  market  demand.  Among  these 
are : 

(a)  The  area  covered  by  the  marketing  program  must  include 
a  major  part  of  the  supply  of  the  product  which  will  be 
available  for  market  during  the  period  of  time  in  which 
the  regulations  will  be  effective.  In  other  words,  in  order 
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to  be  completely  successful,  practically  all  of  the  product 
■which  will  be  competitive  for  the  same  market  outlets  must 
be  under  the  same  regulations.  Thus,  California  farmers 
alone  cannot  solve  the  supply-demand  problem  for  turkeys 
or  fryers,  or  for  potatoes  or  apples,  or  for  many  other  farm 
products  that  are  produced  regionally  or  nationally.  They 
know  that  federal  legislation  is  required  to  bring  stability 
for  such  products  on  a  national  level,  to  solve  the  problem 
effectively  in  California. 

(b)  Secondly,  our  farmers  have  learned  that  the  legislative 
standards  of  enabling  legislation  must  be  sound  economi- 
cally, as  well  as  legally,  so  that  the  price  level  objectives 
will  stabilize  and  prevent  severe  losses,  but  also  will  not 
tend  to  bring  greater  production  and  greater  surpluses. 
Unrealistic  price  standards  and  objectives  can  create  more 
surpluses,   and  thus  aggravate  problems  already  difficult. 

(c)  The  administrative  agency,  including  the  industry  advisory 
board  or  committee  and  the  departmental  agency,  must  have 
available  to  them  complete  and  accurate  supply-demand- 
price  information,  in  order  to  reach  accurate  and  sound  de- 
terminations. 

(d)  We  have  learned  too  that  some  crops  are  easier  to  control 
than  others ;  that  crops  which  are  planted  annually,  such 
as  tomatoes  and  lettuce,  are  very  sensitive  to  any  price  im- 
provement; that  farmers  tend  to  shift  from  the  production 
of  unregulated  crops  to  regulated  crops,  that  is,  if  their 
production  situation  permits;  and  that  some  farmers,  pro- 
ducing certain  products  wherein  price  trend  changes  have 
been  more  moderate  and  relatively  slow  have  not  experi- 
enced such  heavy  losses,  and  consequently  do  not  feel  the 
same  degree  of  need  as  producers  of  mam-  other  products. 

In  the  opinion  of  many  experienced  farmers  and  farm  leaders, 
what  is  needed  most  at  the  present  time  is  a  Federal  Enabling  Act, 
applicable  to  practically  all  farm  products  produced  in  the  United 
States,  and  under  which  marketing  programs  may  be  set  up,  along 
self-help  lines,  to  stabilize  and  improve  the  marketing  of  these 
products.  Such  an  act  should  contain  authority  for  balancing  sup- 
ply with  market  demand  both  by  production  controls  and  by  mar- 
keting controls.  It  should  provide  authority  for  grade,  size  and 
maturity  regulations,  both  to  control  supply  and  to  improve  equal- 
ity; authority  for  educational  and  promotion  programs  to  make 
consumers  aware  of  the  nutritional  values  of  farm  products,  and 
thus  to  stimulate  demand ;  authority  to  carry  on  urgently  needed 
research  to  find  answers  for  certain  problems  of  production, 
processing  and  distribution. 

Based  upon  our  experience,  such  an  act  should  provide  that  each 
commodity  group  initiate  its  own  program ;  producers  should  par- 
ticiiDate  in  drafting  the  provisions ;  the  act  should  require  majority 
approval  of  producers  voting  in  a  referendum  before  such  a  pro- 
gram would  become  effective;  the  act  should  provide  that  the  cost 
of  such  programs  will  be  borne  by  the  industry  itself,  and  should 
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not  be  a  drain  upon  federal  tax  moneys;  it  sliould  provide  that 
such  programs  will  be  administered  by  an  administrative  committee 
nominated  by  industry  and  operating  under  the  supervision  and 
subject  to  tlie  approval  of  the  Secretary  of  Agriculture;  and  fi- 
nally, provision  should  be  made  that  if  the  program  does  not  work 
out,' or  is  no  longer  wanted  or  needed,  it  can  be  terminated  quickly. 

Such  an  act  would  provide  our  farm  product  groups  throughout 
the  country  with  an  effective  instrument  under  which  they  may 
organize  themselves,  if  they  need  and  wish  to  do  so.  to  undertake 
a  solution  of  their  supply-demand  and  other  marketing  problems. 
If  such  an  enabling  act  is  made  available  to  producers  generally, 
the  choice  of  whether  or  not  to  make  use  of  its  provisions  will  rest 
with  each  commodity  production  group ;  and  if  a  particular  com- 
modity group  decides  against  using  tli^  provisions  of  such  an  act, 
the  responsibility  for  the  decision  will  rest  with  them. 

It  is  probable' that  the  development  and  administration  or  pro- 
grams under  such  an  act  will  require  some  expansion  in  the  United 
States  Department  of  Agriculture  to  help  the  industry  groups  in 
getting  organized,  to  carry  out  the  necessary  referenda,  and  to 
advise  with  and  supervise  each  program  made  effective.  These  costs 
probably  must  be  borne  by  the  federal  government.  But  practically 
all  other  costs  of  these  programs,  undoubtedly  the  larger  portion 
of  the  costs,  will  be  borne  by  assessments  upon  the  industry  people 
affected. 

Who  Win  Oppose? 

AVe  can  expect  that  sueh  an  act  will  be  opposed  by  some  handlers 
of  farm  products  who  have  benefited  for  years  by  preventing 
farmers  from  becoming  organized.  It  will  be  scoffed  at  by  followers 
of  the  laissez-faire  theory  of  economics  who  still  think  that  the 
free  market  price  is  the  best  means  of  balancing  supply  with  market 
demand,  and  these  people  probably  will  not  change  their  minds 
unless  they  happen  to  invest  some  of  their  money  in  an  unstable 
commodity  production  operation  and  learn  the  hard  way.  Lastly. 
there  will  be  opposition  from  some  farmers  who  are  fearful  of 
government  controls  as  a  principle,  or  who  believe  they  were  hurt 
by  some  previous  efforts  to  attain  stability. 
'  But  despite  the  objects  and  opposition,  we  cannot  escape  the 
fact  that  our  present  lack  of  planning  and  failure  to  develop  reas- 
onable balance  between  supply  and  demand  for  many  of  our  farm 
products  is  often  very  wasteful  of  manpower,  money  and  produc- 
tion materials.  When  surpluses  develop  there  is  often  an  actual 
loss  of  product  which  is  unharvested,  or  at  least  not  marketed  in 
regular  channels ;  the  land  and  productive  factors  used  in  produc- 
ing the  unwanted  product  are  largely  wasted ;  there  is  a  loss  of  the 
labor  used  in  producing  this  product ;  there  is  the  loss  of  operating 
capital  by  the  producer,  but  wor^e  still,  if  the  financial  loss  is 
severe  the  farmer  may  lose  his  credit,  and  frequently  his  status  as 
an  independent  producer.  Then  he  is  forced  into  the  status  of  a 
hired  hand,  either  in  agriculture  or  in  some  other  field. 
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What  Could  Be  in  Store? 

If  the  disastrous  situation  that  has  already  occurred  in  turkeys 
and  fryers  spreads  to  other  commodity  fields,  we  shall  be  faced 
with  a'major  tragedy  in  our  agriculture,  since  a  high  percentage 
of  our  total  production  will  then  be  controlled  by  a  relatively  few 
o])erators.  This  could  happen  in  quite  a  few  commodity  groups,  if 
something  is  not  done  promptly  to  stabilize  prices  and  improve 
income  so  that  the  farmer  can  pay  his  bills  and  maintain  his  status 
as  an  independent  operator. 

To  those  who  openly  advocate  a  greater  and  greater  concentra- 
tion of  agricultural  production  into  the  hands  of  a  few,  solely  to 
attain  greater  efficiency  and  lower  costs,  I  suggest  that  they  give 
earnest  and  thoughtful  consideration  to  what  such  a  development 
will  cost  in  money  and  material  losses,  and  the  broken  spirits  and 
discouragements  to  thousands  upon  thousands  of  our  independent, 
self-respecting  farmers. 

But  even  after  such  enabling  legislation  becomes  available  to 
farmers,  we  must  not  expect  immediate  relief  from  problems.  It 
wnll  take  time  for  farmers  to  organize  and  to  develop  enough  sup- 
port;  it  will  take  time  to  draft  provisions  to  solve  difficult  prob- 
lems; it  will  take  time  to  overcome  industry  objections  and  to 
obtain  majority  approval ;  it  will  take  time  for  producers  to  gain 
experience  in  administering  these  programs,  and  while  they  are 
gaining  experience  we  can  expect  that  they  will  make  some  mis- 
takes. And  there  wall  be  many  differences  of  opinion  as  to  the  best 
way  to  do  a  particular  job.  But  regardless  of  the  difficulties,  the 
obstacles  or  the  mistakes,  such  legislation  is  urgently  needed  by 
many  farm  groups  in  this  country  to  stabilize  their  prices  and 
improve  their  income.  In  the  end  such  an  act  will  go  far  toward 
stabilizing  our  agriculture,  and  in  preventing  chaotic  prices  which 
force  our  farmers  out  of  business.  With  such  legislation  we  can 
look  forward  to  a  greater  degree  of  stability  and  economic  democ- 
racy in  our  agriculture,  something  which  farmers  throughout  the 
United  States  have  hoped  and  prayed  for,  for  many  years. 

Dr.  James  T.  Ralph  of  the  Department  of  Agriculture: 

...  to  alleviate  the  farmer's  problem  of  weak  bargaining 
power  .  .  .  first,  w^e  encourage  co-operatives  which  enable  farmers 
to  share  in  the  returns  possible  from  handling  or  processing  their 
own  produce.  Or  the  returns  possible  from  supplying  themselves 
with  the  factors  of  production. 

Second,  we  encourage  bargaining  associations.  A  bargaining  co- 
operative is  especially  appropriate  for  producers  not  in  a  position 
to  form  their  own  processing  co-op.  Through  a  bargaining  associa- 
tion, farmers  can  bargain  with  private  handlers  for  a  price  on 
their  product.  We  are  also  encouraging  the  use  of  self-help  market- 
ing order  programs.  Marketing  orders  are  an  extension  of  a  co- 
operative approach  which  enables  producers  to  do  for  an  entire 
industry  that  which  they  could  not  do  through  a  voluntary  co-op. 

Under  a  marketing  order,  producers  can  conduct  consumer  edu- 
cation and  trade  promotion  activities  to  increase  the  demand  for 
their  product.  They  may  also  conduct  research  programs  to  find 


52  ASSEMBLY  INTERIM   COMMITTEE  ON  AGRICULTURE 

new  uses,  or  the}^  may  carry  on  quality  control  activities  to  assure 
themselves  that  their  product  pleases  the  consumer.  Wherever 
necessary,  they  may  adopt  quantity  regulations  to  smooth  oat  the 
flow  to  market  or  to  limit  a  total  quantity  of  the  product  which  is 
marketed  in  the  particular  season. 

In  other  words,  Mr.  Chairman,  under  a  marketing  order  an  in- 
dustry may  influence  the  point  of  intersection  of  supply  and  de- 
mand curves.  In  agriculture  we  often  hear  the  term  "supply  and 
demand"  and  many  people  say  that  we  should  not  finagle  or  fool 
with  the  law  of  supply  and  demand.  It  is  true,  Mr.  Chairman,  that 
the  market  price  of  a  product  is,  for  the  most  part,  determined  by 
the  relationship  between  the  supply  of  the  product  offered  and  the 
existing  demand  for  it.  Other  industries  have  also  accepted  this 
economic  law,  but  they  have  discovei'^d  that  price  may  be  influ- 
enced either  by  changing  the  supply  or  by  changing  the  demand. 
In  other  industries  a  firm  plans  what  amount  of  production  it  can 
market  profitably  and  production  is  set  at  this  level.  Because  ag- 
ricultural people  have  not  yet  reached  this  stage  of  planning,  they 
continue  to  have  problems.  Through  a  marketing  order  program, 
farmers  are  able  to  approach  this  type  of  market  planning.  By 
research,  quality  control  or  promotion  they  are  able  to  effect  a 
demand.  By  evening  out  the  flow  to  market  or  by  marketing  prod- 
uce they  are  able  to  effect  the  supply.  In  either  case,  the  result  is 
normally  an  improvement  in  price  and  brings  agriculture  closer 
to  acting  alike  or  similar  to  other  private  enterprise  industries  in 
America.^ 

II.     A!D  THROUGH  MARKETING  ORDERS 

In  Salinas,  a  large  grower  of  lettuce,  celery,  tomatoes,  onions,  garlic, 
potatoes,  small  white  beans,  broccoli  and  other  perishable  crops,  spoke 
on  the  summer  head  lettuce  deal : 

I  don't  believe  that  there  is  a  single  grower  that  got  any  part 
of  his  investment  back  on  .  .  .  Spring  lettuce  (so)  there  was  bal- 
lots taken  throughout  the  18  counties  .  .  .  involved  and  .  .  .  this 
marketing  order  was  accepted  by  one  of  the  highest  percentages 
...  in  history. . 

Prior  to  the  time  the  marketing  order  was  invoked  there  was  just 
barely  enough  return  to  pay  for  the  cost  of  the  carton  that  the 
lettuce  went  in  and  the  staples  to  close  it  and  the  labor  it  cost  to 
harvest  it.  There  was  nothing  back  for  the  growing,  and  the  grow- 
ing was  a  complete  loss.  Now,  after  the  marketing  order  was  in- 
voked, first,  I  should  point  why  the  marketing  order  was  invoked 
besides,  outside  of  the  fact  to  avoid  these  tremendous  losses. 

The  main  purpose  was  not  to  make  any  one  rich.  The  main  pur- 
pose was  to  help  the  grower  recover  his  cost  and,  if  possible  a 
legitimate  reasonable  profit.  And  the  way  that  that  can  be  done 
and  the  way  that  that  was  done,  was  by  leveling  the  shipments  so 
that  there  wouldn't  be  gluts.  The  trade  in  the  past  has  been  fearful 
to  purchase  a  commodity  like  lettuce  when  maybe  for  two  or  three 
days  after  a  long  period  of  depressed  markets,  they  would  come  in 

1  Davis  Hearing,  May  2,  1960. 
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timidly  and  buy,  buy  at  veiy  low  prices,  but  even  then,  they  were 
fighting  shy  because  they  knew  that  if  the  crop  was  in  the  valley 
.  .  .  They  knew  that  the  demand  came  that  there  Avould  be — ship- 
ments would  increase.  For  that  reason,  it  became  a  merry-go-round 
of  distress.  When  the  marketing  act  set  up  the  first  week  or  two 
it  was  strange  to  the  people  who  were  on  the  Advisory  Board.  It 
was  a  little  difficult  to  get  it  into  action  and  bring  about  the  de- 
sired results  immediately.  But  after  two  weeks  of  trial  and  error, 
the  shipments  were  leveled  out,  and  the  market  went  from  around 
75-80-85  cents  which  is  just  barely  packing  cost.  It  moved  up  over 
$1  and  then  it  went  to  $1.25  and  $1.50.  Then  it  slipped  back  a 
little,  and  then  it  leveled  itself  out,  and  from  about  maybe  the  10th 
of  July  on  to  the  present  time,  the  return  to  the  grower — as  far 
as  the  individual  price  of  a  carton  is  concerned — was  enough  to 
reimburse  him  for  his  growing  cost  and  give  him  a  reasonable 
profit. 

Now,  the  marketing  act  cannot  claim  all  the  credit  for  this  im- 
provement, this  summer  and  fall.  Because  in  the  month  of  late 
July,  August,  we  had  a  reverse.  Nature  who  had  smiled  so  gener- 
ously then  frowned,  and  we  had  insects,  and  we  had  many  defects 
that  are  inherent  sometimes  in  the  growing  of  perishable  crops. 
At  times,  nature  destroys  the  surplus,  and  after  that  we  had  some- 
thing that  had  been  unheard  of  in  this  valley.  We  had  a  rainstorm, 
it  happened  in  other  parts  of  California.  It  destroyed  a  tremendous 
part  of  the  perishable  crops.  As  a  result  of  that  rainstorm  and  the 
supply  dropping  so  low  that  it  couldn't  begin  to  meet  the  demand, 
the  market,  the  price  ran  away  with  itself  v/hich  it  does  always  in 
a  perishable  commodit}^  when  it's  in  exceptionally  light  supply. 

After  the  rain  .  .  .  the  market  went  out  of  sight  ...  $4  a  car- 
ton for  a  short  time.  One  day  it  was  $5  .  .  .  (but  this)  did  not 
offset  .  .  .  lost  .  .  .  production  (in  the  case  of  some  of  the 
growers).-^ 

There  are  17  members  on  the  advisory  board  Avhich  operates  the 
marketing  act,  nine  from  the  heavy-producing  Salinas-Watsonville-King 
City-Soledad  area,  eight  from  other  areas,  with  11  the  number  necessary 
to  invoke  any  regulation.  There  appeared  to  be  unanimity  on  invoking 
regulations,  which  included  the  elimination  of  Sunday  loading,  and 
shipments  were  cut  back  to  as  low  as  70  percent  of  possible  shipments 
from  time  to  time  as  demand  would  indicate,  but  at  least  half  the  time 
100  percent  of  shipments  Avere  allowed  on  the  basis  of  a  six-day  week, 
holding  back  one  day  and  "ballooning"  the  next. 

The  85  percent  of  national  production  enjoyed  by  Salinas  was  an 
important  factor  in  making  the  marketing  act  work,  but  the  tremendous 
increase  in  productivity  ever^^where  was  making  it  necessary  to  urge 
other  sections  to  develop  marketing  acts.  One  is  in  prospect  for  Arizona, 
which  must  also  control  production  to  make  any  spring  deal  (April- 
May)  marketing  order  really  effective. 

Manager  of  the  Brussels  Sprout  Marketing  Program,  spoke  at 
Salinas : 


1  Harry  Crean,  Salinas  Hearing,  October  16,  1959. 
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Before  our  marketing  program  went  into  effect  there  was  abso- 
lutely no  stability  in  our  industry.  The  frozen  pack  of  brussels 
sprouts  during  the  years  1952  through  1956  varied  from  23  million 
tj  44  million  pounds.  Growers  had  no  idea  as  to  what  acreage  to 
plant ;  processors  did  not  know  what  was  being  packed.  To  add  to 
this  uncertain  situation  we  had  another  complicating  problem  that 
sometimes  arose  when  the  weather  was  good  throughout  the  harvest 
season.  In  those  years,  at  the  first  of  the  season  the  price  to  growers 
might  open  at  around  8  cents  per  pound,  then  it  might  decline  to 
7  cents.  (I  do  not  know  of  it  advancing.) 

The  processor  who  went  along  as  the  season  progressed  would 
have  his  pack  possibly  complete  by  December  24th.  Then  there 
would  be  some  sprouts  left  in  the  fields  that  were  of  just  fair 
quality.  Some  other  packers  would  moVe  in  and  offer  3^  to  4^  cents 
per  pound  for  them.  As  picking  cost  at  that  time  M^as  around  3 
cents  a  pound,  some  growers  would  accept  that  low  price.  This 
would  give  the  "tail-end"  packer  a  lower  raw  product  cost,  and 
he  would  promptly  disrupt  the  market  with  lower  quotations.  This 
pattern  developed  a  lack  of  confidence  in  the  market,  and  buyers 
were  reluctant  to  place  firm  orders. 

The  season  just  prior  to  the  first  year's  operation  of  our  program 
there  were  all  kinds  of  prices  to  growers  in  the  field,  ranging  from 
4^  to  6  cents  a  pound  (all  below  cost  of  production).  The  first  year 
of  operation  of  the  program  the  established  price  to  growers  was 
8^  cents  per  pound.  There  was  a  level  market  and  steady  demand 
all  season.  In  the  1959-60  season  we  understand  the  price  to  growers 
is  9  cents  per  pound. 

The  object  of  the  Brussels  Sprout  Marketing  Program  is  to  pro- 
vide a  suiDply  of  frozen  brussels  sprouts  that  will  meet  the  demand 
without  creating  a  surplus,  and  to  develop  a  constant  steady  mar- 
ket. To  do  this  we  obtain  all  the  information  possible  on  movement 
of  stocks  from  storage,  demand,  and  the  condition  of  markets. 
When  this  data  has  been  secured  our  committee  arrives  at  a  packed 
goal  which  appears  to  be  about  what  will  be  sold  during  the  fol- 
lowing year.  After  our  committee  agrees  on  a  goal,  the  Bureau  of 
Markets  calls  a  meeting  of  processors,  where  the  goal  is  presented, 
and  the  processors  are  asked  their  opinion  as  to  whether  or  not  the 
amount  he  considers  a  proper  production  to  take  care  of  the  market 
demand.  Then  another  meeting  of  the  program  committee  is  held 
and  the  composite  idea  of  the  proper  pack  expressed  by  the  proc- 
essors is  presented.  Each  member  of  the  committee  gives  his  figure 
as  to  the  goal ;  the  average  is  calculated  and  the  goal  is  established. 
Press  releases  are  sent  out  promptly  so  the  trade  will  know  what 
to  expect.  The  first  season  the  goal  was  set  on  June  24,  1958,  at 
32*  million  pounds.  The  season  closed  February  21,  1959,  and  the 
actual  pack  was  32,715,328  pounds,  or  100.66  percent  of  the  goal. 
The  1959-60  goal  was  established  July  24,  1959,  being  33  million 

pounds. 

Under  this  program,  the  grower,  his  marketing  agent,  or  co-oper- 
ative association  continues  to  negotiate  with  the  processor  as  he  has 
done  in  the  past.  There  is  no  subsidy,  price  control,  or  control  of 
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the  acreage  the  grower  may  plant.  There  is  control  of  the  tonnage 
he  can  deliver  to  a  processor  for  freezing. 

Allotments  are  made  to  growers  who  have  established  a  base  on 
the  nnmber  of  acres  they  had  grown  in  the  1957-58  season.  A  yield 
of  four  tons  per  acre  was  estimated  in  connection  with  the  base 
period  of  1957-58.  When  the  goal  is  set  for  the  frozen  pack,  this 
base  of  four  tons  per  acre  may  be  modified  (to)  90  percent  to  110 
percent,  depending  on  the  tonnage  to  be  processed.  To  make  this 
modification  in  grower  allotments  requires  a  vote  of  9  of  the  11 
members  of  the  committee.  When  the  figure  per  acre  has  been  au- 
thorized, a  primary  certificate  is  issued,  which  carries  a  fee  that  is 
used  to  take  care  of  administration  expense.  Later  in  the  year,  a 
secondary  certificate  is  issued  to  each  grower,  showing  the  number 
of  tons  he  is  entitled  to  deliver  to  processors  for  freezing.  This  also 
carries  a  fee  which  rounds  out  the  budget  for  the  season.  In  the 
1959-60  season  this  also  included  funds  for  education  and  trade 
stimulation  plans.  All  our  funds  for  operations  are  collected 
through  these  fees.  AVe  have  all  our  funds  in  by  the  time  the  season 
starts  and  we  do  not  ask  processors  to  collect  for  us.  The  secondary 
certificates  may  te  given  direct  by  growers  to  the  processor  to  cover 
tonnage  he  sells  and  will  deliver  to  a  processor ;  or,  he  may  assign 
the  certificate  to  a  marketing  agent  or  co-operative  association  who 
markets  his  crop  for  him. 

Any,  and  all  processors  freezing  Brussels  sprouts  must  have  in 
his  possession,  certificates  equal  to  the  number  of  tons  he  is  to 
receive  for  freezing,  and  the  tonnage  he  receives  from  each  grower 
or  marketing  agent,  or  co-operative  association  must  not  exceed 
the  tonnage  shown  on  such  certificate. 

In  the  1958-59  season,  15  processors  were  freezing  Brussels 
sprouts.  Each  of  them  made  a  weekly  report  to  our  office.  This 
report  shows  the  tons  of  sprouts  received,  deductions  for  grades, 
and  the  total  amount  packed  during  the  week.  From  these  figures 
W'C  make  up  a  summary,  showing  totals  only,  which  does  not  reveal 
any  individual  operation.  The  summary  also  shows  the  percentage 
of  the  goal  packed  during  the  week,  along  w^ith  the  total  to  date. 
Copies  of  this  summary  are  mailed  every  Friday  to  each  processor 
freezing  Brussels  sprouts,  and  the  marketing  agents  and  co-ops; 
in  this  way  all  parties  interested  know  how  things  are  progressing 
at  all  times. 

From  all  we  can  gather,  our  marketing  program  has  benefited 
both  the  grower  and  the  processor.  We  feel  this  is  the  way  it 
should  be,  as  no  industry  can  prosper  unless  all  sections  of  it 
make  progress.  We  are  pleased  to  report  that  after  our  first 
year  ...  we  have  heard  no  adverse  comment  from  processors,  and 
we  have  had  co-operation  from  all  of  them. 

Growers  feel  the  program  has  enabled  them  to  operate  in  the 
black,  instead  of  red  ink,  as  many  of  them  did  in  past  years.  The 
thinking  of  Brussels  sprout  growers  is  best  shown  by  their  vote 
when  our  marketing  program  came  up  for  an  extension  in  the 
spring  of  1959.  The  vote  was  100  percent  in  favor  of  continuance. 
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As  stated  before,  this  is  a  quality  control  program.^ 
A  Windsor  poultry  rancher  spoke  on  marketing  orders  in  the  egg 
industry : 

Marketing  orders,  I  think  are  good.  Whether  or  not  it  would 
prove  feasible  just  to  have  one  state  to  have  a  marketing  order 
on  eggs,  I  don't  know.  If  it  would,  if  we  could  have  a  national 
markSing  order  possibly  that  would  help,  but  if  we  did  have  one 
in  this  state,  there  is  a  possibility  that  it  would  help  us  here  too, 
because  I  heard  a  man  talk  the  other  day  and  he  said  in  the  Mid- 
west they  have  to  have  6  cents  a  dozen  to  ship  eggs  to  California. 
I  mean  if  we  could  raise  our  prices  up  to  a  decent  price  they 
would  still  have  to  take  a  loss  of  6  cents  if  they  shipped  from  the 
Midwest  to  here  and  that's  quite  a  break.  So  that  is  definitely 
something  to  think  about  and  we  knoV  that  we  have  to  do  some- 
thing. I  think  that  the  farmers  are  getting  desperate  and  realize 
that  we  have  to  do  something  and  at  the  present  time  we  have  lost 
control  of  our  business  through  the  integration,  the  loans,  and  too 
many  farmers  can't  speak  for  themselves  anymore  because  the 
people  who  have  loaned  the  money  speak  for  them.- 

From  a  one-time  successful  poultrymau  who  found  it  necessary  to 
go  to  work  in  town  on  a  salary  basis  who  declared : 

Production  controls  must  be  put  in  to  allow  profitable  egg  prices 
to  the  farmers  and  save  those  independent  operations  from  being 
forced  to  follow  me  out  of  the  business.^ 

A  small  commercial  poultryman  testified  at  the  Riverside  hearing: 
A  nationwide  self-help  marketing  plan  ...  The  program  would 
be  administered  and  its  expenses  paid  by  the  poultrymen  them- 
selves. They  would  have  to  give  a  two-thirds  vote  of  approval  to 
any  proposed  marketing  order  before  that  order  could  go  into 
effect.  It  is  anticipated  that  one  of  the  provisions  of  such  an  order 
would  be  production  controls  which  would  enable  poultrymen— 
just  as  automobile  and  steel  manufacturers  do — to  keep  their  out- 
put in  line  with  demand  and  prevent  disastrous  depressions  or 
outrageous  price  increases.^ 

In  the  Avocado  Industry 

A  Fallbrook  avocado  rancher  submitted  the  problems  in  the  avocado 
industry  and  marketing  order  success: 

It  is,  to  a  certain  extent,  a  lot  of  it  is  tied  up  in  hobby  industry 
and  there  is  a  point  probably  that  your  committee  could  give  us 
some  advice  on  at  the  present  time  in  this  working  of  a  market 
order.  We  are  dealing  with  the  Bureau  of  Markets,  and  we  do  have 
listed'  according  to  their  figures,  9,500  avocado  growers.  I  could 
take  the  top  500  out  of  that  I  could  produce  at  least  80  percent 
of  the  volume,  but  there  is  9,500  listed  on  our  list  and  there  is  at 
least  one  figure  given  of  1,300  that  produce  less  than  300  pounds 
of  fruit  during  the  past  year.  They  are  listed  as  producers  and 

1  Albert  L.  Perry,  Salinas  Hearing,  October  16,  1959. 

2  Henry  Burlve,  Petaluma  Hearing,  November  23,  1959 

3  Charles  M.  Christy,  San  Diego  Hearing   December  2,  1959. 

4  Bill  Barger,  Riverside  Hearing,  November  27,  1959. 
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we  have,  as  you  know,  under  the  market  act  have  to  get  an  assent 
vote  from  51  percent  of  the  total  9,500  and  people  with  a  box  or 
two  of  fruit  that  is  sold  in  the  market  place  aren't  in  the  least 
interested  in  even  looking  at  a  several  page  market  order,  let 
alone  voting  on  it,  and  it's  one  of  the  problems  we  have  run  into. 
And  it  has  bogged  down  actually  ...  it's  bogged  down  the  De- 
partment of  Agriculture,  Bureau  of  Markets  statistical  work.  They 
haven't  given  us  the  figures  in  the  last  ...  in  seven  weeks  now 
that  this  has  been  out  for  vote  .  .  .  they  were  promised  to  us  three 
or  four  weeks  ago. 

And  1  know  the  Bureau  of  Markets  find  themselves  in  this  par- 
ticular predicament  because  they  wouldn't  set  a  limit  of  what 
they  would  call  a  producer  before  the  market  order  went  into 
effect,  but  now  they  are  in  the  position  of  establishing  some,  maybe 
a  small  limit  if  they  were  underneath  they  wouldn't  call  them  a 
producer,  but  as  long  as  they  are  on  the  books  they  are  going  to 
have  to  get  them  off  by  some  signature  that  they  are  willing  to 
come  off  .  .  .  and  that  is  a  problem. 

...  It's  entirely  (caused)  by  the  too  small  producer.  Actually, 
I  know  one  particular  area  and  I  know  there  is  at  least  800  growers 
in  that  particular  area  that  are  just  50-foot  down  lots  with  an 
avocado  tree  in  their  backyard  which  they  sold  fruit  off  of,  and 
they  are  producers  under  the  state  law.^ 

Production  Control 

With  going  along  with  production  controls.  ''Our  avocado  in- 
dustry is  in  a  position  that  it's  a  limited  industry,  we  are  here 
in  California  .  .  .  only  80  or  90  percent  of  the  total  of  the  U.  S. 
production  is  in  a  very  close  area  .  .  .  San  Diego  County  produces 
60  percent  of  the  state  crop.  I  would  imagine  it's  close  to  50  percent 
of  the  U.  S.  avocado  crop  and  I  think  we,  as  growers,  should  be  in 
a  position,  by  some  means  of  this  type  .  .  .  not  control  .  .  .  it's 
an  assist  by  state  government  allowing  us  to  do  things  to  help 
ourselves.  And  it  isn't  a  cost  problem  to  the  State  because  as  I 
understand  these  market  acts  provide  that  all  these  costs  that  we 
incur  are  paid  out  of  the  program  and  we  are  willing  to  assume 
that  cost  as  an  industry  and  'paddle  our  own  canoe,'  I  believe."  ^ 

Apricots  and  Prunes 

R.  V.  Garrod,  representing  the  California  Farmers,  Inc.,  the  Cuper- 
tino-Saratoga Prune  and  Apricot  Growers  Association,  Garrod  Farms, 
and  as  a  director  of  the  Campbell  Co-operative  Dehydrater,  stated  that 
the  problems  growers  in  the  Santa  Clara  County  are  faced  with 
are:  water,  labor,  taxes,  roads,  flood  control,  urbanization,  schools  and 
markets. 

With  reference  to  marketing  the  states : 

Marketing  on  Garrod  Farms  is  no  problem.  We  ship  some  early 
apricots  to  the  fresh  market,  our  canning  apricots  we  contract  to 
Cal-Can  on  a  co-operative  basis,  our  dried  apricots  and  prunes, 
the  latter  are  dried  at  the   Campbell   Co-operative   Dehydrater, 


1  Walter  Beck,  San  Diego  Hearing,  December  2,  1959. 
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and  both  are  marketed  for  iis  by  SunSweet.  We  always  receive 
better  than  average  returns. 

Strawberries— Berries 

General  Manager  of  the  Central  California  Berry  Growers  Associa- 
tion—the oldest  and  largest  strawberry  marketing  co-operative  m  the 
United  States— mentioned  the  association  has  close  to  200  grower  mem- 
bers who  operate  and  control  approximately  1,000  acres  of  strawberries, 
200  acres  of  raspberries  and  200  acres  of  other  bnshberries. 

Our  growers'  service  and  marketing  association  was  organized 
in  1917  to  help  stabilize  the  marketing  of  berries  produced  in 
California's  central  coastal  areas.  We  have  thus  been  established 
for  over  42  years.  We  are  just  as  old  as  the  SunSweet,  Diamond 
Walnut  and  Sunkist  growers  co-operative. 

The  grower  members  of  our  association  have  found,  over  tne 
years,  that  by  banding  together  for  the  purpose  of  handling  their 
own  marketing  they  can : 

(1)  Offer  to  the  public  better  berries  because  of  ability  to  con- 
trol quality; 

(2)  Better  control  distribution ; 

(3)  Realize  higher  returns  and  profits  through  control  ot  qual- 
ity distribution  by  handling  their  own  marketing. 

...  In  addition,  strawberries  are  subject  to  a  state  marketing 
order  which  covers  promotion,  advertising  and  research  of  Cali- 
fornia fruit.  The  order  went  into  effect  July  7,  1955,  and  has  been 
in  operation  ever  since.  Growers  pay  1^  per  crate  on  fresh  ship- 
ments with  shippers,  including  our  co-operative,  paying  4^  per 
crate  For  frozen  berries,  growers  pay  i^  per  each  14-lbs.  (equival- 
ent to  a  crate,  fresh).  Shippers  also  pay  if^  on  the  same  basis. 
Because  strawberries  are  competitive  with  other  fresh  and  frozen 
fruits,  we  consider  these  marketing  services  important  m  keeping 
consumption  patterns  in  our  favor  .  .  } 
A  poultryman  and  integrator  from  Sonoma  County  stated: 

Personally,  I  am  of  the  school  of  the  rugged  individualist  and 
free  enterprise,  but  when  it  reaches  the  point  that  the  individual 
cannot  do  a  job  efficiently,  then  it  would  seem  to  me  that  some- 
body with  more  power  and  more  enforcement  such  as  our  govern- 
ment should  come  in  and  help  us  in  getting  the  things  done.  Now 
this  Miller  bill,  is  a  bill  which  is  still  the  power  to  the  producer 
to  determine  what  is  to  be  done  with  him  with  the  help  ot  the 
government.  Now  this  to  me  is  a  step  in  the  right  direction. 

...  I'm  saving  the  decisions  to  do  as  you  want  m  your  own 
particular  enterprise  should  be  in  the  hands  of  the  individual, 
now  not  dictated  to  us  by  a  government.  I  am  not  referring  to 
price  controls  that  we  had  to  have  during  the  war  or  labor  con- 
trol we  had  during  the  war.  I  am  referring  to  a  situation  where 
as  long  as  we  can  make  decisions  which  would  be  beneficial  to 
ourselves  and  our  community  and  our  industry  that  we  should  be 
able  to  do  this.  But  it  has  reached  the  point  now  where  the  so- 
called  law  of  supply  and  demand  isn't  holding  true  to  what  bas- 

1  Tad  Tomita,  San  Jose  Hearing,  October  15,  1959. 
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ically  free  enterprise  looks  to  as  a  means  of  dictating  if  they  are 
successful  or  not.  As  long  as  we  have  lost  the  true  thing  called 
the  law  of  supply  and  demand,  and  as  long  as  we  have  lost  the 
ability  to  get  things  done  as  a  group,  then  government  has  to  step 
in  and  help  us  in  this  respect. 

This  is,  basically,  what  the  Miller  bill  is  doing.  It  still  gives  us, 
as  farmers  or  modified  integrators,  if  you  want  to  call  us,  a  chance 
to  make  decisions  of  our  own,  but  in  this  way  we  have  a  body  who, 
in  turn,  is  going  to  help  us  do  these  things  through  a  marketing 
order.^ 

A  poultryman  from  Vista ;  spoke  in  favor  of  controls  to  save  the 
independent  operator : 

.  .  .  production  controls  must  be  put  in  to  allow  profitable  egg 
prices  to  the  farmers  and  save  those  independent  family  operators 
from  being  forced  to  follow  me  out  of  the  business.^ 

Self-help  Program 

Mrs.  Eva  Weiner,  poultry  producer  from  Vista,  spoke  and  submitted 
a  written  statement  of  the  egg  producers  in  Southern  California : 

It  is  no  wonder  that  more  and  more  producers  are  supporting 
the  proposed  national  self-help  program  as  outlined  in  the  Miller- 
Sisk-Hagen-Saund  Bills  in  Congress.  I  must  express  my  apprecia- 
tion to  both  the  board  and  Department  of  Agriculture  for  their 
efforts  to  bring  clarity  and  understanding  to  the  poultry  pro- 
ducers on  marketing  orders  in  general,  and  the  National  Poultry 
Stabilization  Act  in  particular.  Many  attempts  have  been  made 
to  confuse  and  distort  the  federal  bill,  and  our  State  Department 
of  Agriculture  is  owed  a  debt  of  gratitude  for  their  efforts  to 
bring  clarity  out  of  confusion. 

A  disorganized  producer  does  not  have  aii}^  influence  on  the 
market.  The  result  is  a  processor-controlled  market.  And,  unfor- 
tunately, in  Southern  California  many  of  the  processors  are  either 
chain-store-owned  or  -dominated.  The  result  is  obvious.  Individuals 
who  see  the  problem  of  our  industry  and  attempt  to  offer  a  solu- 
tion can  very  easily  become  victims  simply  by  a  processor  refus- 
ing to  buy  his  commodity.  Excuses  are  very  easy  to  come  by.  A 
processor  simply  states  that  a  given  producer  has  a  poor  quality 
egg,  or  has  too  many  of  any  one  size  and  therefore  he  cannot  use 
the  eggs.  Further,  with  the  confusion  created  by  operating  on  a 
dual  standard,  federal  and  state  for  quality,  these  allegations 
become  even  easier.  As  w^e  understand,  the  producer  is  afforded  no 
protection  under  the  law  from  such  injustices,  if  they  do  occur. 
If  a  given  processor  tells  a  certain  producer  that  his  eggs  are  of 
too  low  a  quality,  we  do  not  have  a  neutral  party  to  whom  the 
producer  can  turn  for  verification. 

Today,  however,  the  producer  is  unequal  to  the  giants  he  deals 
with  and  needs  some  protection. 

May  I  offer  your  committee  the  suggestion  that  our  Agricultural 
Code  could  well  stand  some  modernization  designed  to  afford  the 


2  Bill  Sovel,  Petaluma  Hearing,  November  23,  1959. 

3  Charles  M.  Christy,  San  Diego  Hearing,  December  2,  1959. 
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producer  some  protection  and  some  apparatus  for  a  qualified  and 
authoritative  neutral  party  to  ascertain  the  facts  when  a  question 
of  grade  and  quality  arises.  We  trust  that  you  will  recognize  that 
without  this  protection  and  security,  many  producers  are  afraid 
to  speak  their  minds  for  fear  they  will,  in  the  vernacular,  "lose 
their  dealer."  Any  situation  attended  by  fear  is  an  unhealthy 
situation— and  this  is  certainly  an  apt  description  of  the  poultry 

industry  today.  ^    ^ 

I  uro-e  that  you  do  all  in  your  power  to  help  secure  the  passage 
of  the'^National  Poultry  Stabilization  Act.  Since  the  problem  is 
national,  and  the  solution  will  therefore  have  to  be  national,  it 
behooves  California,  the  leading  egg-producing  state  m  the  nation, 
to  take  the  lead  in  the  attempt  to  stabilize  the  industry. 

Chairman  of  the  California  Farm  Eesearch  and  Legislative  Commit- 
tee presented  a  written  statement  on  self-help  programs  m  California : 
Details  of  the  type  of  self-help  programs  in  operation  for  Cali- 
fornia producers  at  both  state  and  national  levels  are  a  matter  of 
historical  record  since  State  Agricultural  Agreement  Marketing 
Act  went  into  effect  in  1937. 

Yet  regardless  of  the  tailoring  of  these  agreements  to  the  spe- 
cial commodities  where  producers  have  invoked  them;  use  of  pro- 
motion programs  which  have  been  very  effective  and  which  the 
industry  itself  has  financed;  stabilization  pools;  diversion  of  tem- 
porary surpluses  and  even  volume  control,  surpluses  arising  trom 
uncontrolled  non-farmer-financed  vertical  integration  have  and 
continue  to  cause  acute  distress. 

Because  so  many  California  farm  commodities  are  grown 
for  national  and  export  markets,  we  have  the  double  problem  of 
havino-  to  resort  to  both  state  and  federal  agencies  for  assistance. 

At  the  state  level,  California  has  pioneered  with  many  varieties 
of  marketing  agreements.  Yet,  constantly  changing  production 
and  marketing  patterns  require  continued  evaluation  looking  to- 
ward improving  the  act.  t    xr  i.  f 

In  Wisconsin,  as  a  result  of  testimony  of  William  J  Kuhrt, 
Assistant  Director  of  Agriculture,  at  the  poultry  distress  hearings 
before  the  house  subcommittee  June  18,  1959,  the  state  legisla- 
ture has  before  it  a  marketing  act  much  of  which  is  directly  copied 
from  the  California  act.  i  i      xi 

However,  a  number  of  the  provisions  being  considered  by  the 
Wisconsin  State  Legislature  have  gone  beyond  those  m  Ca Mornia 
and  might  be  found  useful  in  resolving  some  of  the  problems  ol 
our  farmers  here. 

Among  them  are : 

1.  Equalization  of  payments  to  remove  inequities  or  hardship 
resulting  from  the  operation  of  marketing  orders ; 

2.  Price  posting,  whereby  growers  agree  that  such  individual 
will  not  sell  below  the  minimum  price  he  has  set  on  his  own 
product  until  after  giving  notice ; 

3  Production  adjustment  benefits  to  equalize  the  cost  of  dis- 
ease control,  quantity  adjustment  or  other  programs  with 
industrywide  benefits. 
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Even  where  producers  have  strong  bargaining  associations 
and /or  co-operative,  as  in  canning  peaches,  plus  a  volume  control 
order  which  provides  for  reducing  a  heavy  crop  by  green  drop 
and  cannery  diversion,  and  even  where  California  tonnage  repre- 
sents more  than  half  of  national  volume,  the  processor  price  often 
falls  below  operating  costs  for  too  many  growers. 

Hence,  the  above  proposals  are  well  worth  considering  in  a 
general  overhaul  of  the  California  act.^ 

III.     OPPOSITION  AND  TECHNICAL  CRITICISM 
TO  MARKETING  ORDERS 

A  representative  of  the  San  Diego  Co-operative  Poultry  Association, 
said  that  whether  things  are  good  or  bad  is : 

.  .  .  only  a  relative  situation  .  .  .  what  I  am  afraid  of  and 
alwaj's  afraid  of  is  that  we  will  become  emotionally  disturbed  here 
in  these  situations  and  somebody  will  do  something  right  quick  and 
I  never  traded  horses  in  a  hurry  in  my  life  that  I  didn  't  get  stung. 

If  you  want  to  solve  this  poultry  business  then  you  shut  off  pro- 
duction credit  in  the  Farmers  Home  Administration.  You  see,  the 
lower  down  you  go  the  more  money  you  can  borrow.  All  you  got 
to  do  is  to  prove  you  are  destitute  and  nobody  else  will  loan  it  to 
you,  and  you  can  go  to  the  government  and  get  it. 

We  fellows  that  are  producing  at  costs  that  we  feel  are  going  to 
take  care  of  us  .  .  .  don't  you  fellows  come  in  and  pay  some  guy 
who  can't  meet  that  standard.  Give  him  the  money  somewhere 
else.  Put  him  up  a  home  down  on  the  beach  where  he'd  really  be 
comfortable.^ 

With  reference  to  an  earlier  statement  by  a  committee  member  re- 
garding the  advantages  of  marketing  orders, 

I  think  we  have  to  be  more  specific  on  that  and  before  I'll  buy 
that,  somebody's  got  to  show  me  where  the  advantages  are;  you 
will  find  in  my  prepared  statement  that  I  question  that  because  the 
general  history  of  marketing  orders  is  that  their  relief  is  tempo- 
rary and  you  can  say  by  temporary,  one,  two,  three  or  four  years, 
but  no  ultimate  good  comes  .  .  .  and  you  don 't  have  to  look  at  the 
turkey  marketing  order  very  long  to  find  that  that  thing  is  true 
and  I  think  that  today  turkey  men  would  vote  that  thing  out  if 
employees  of  the  marketing  order  would  allow  them  to.  Because 
they  think  they  can  use  that  two  cents  that  they  are  paying  on 
every  bird  to  a  better  advantage  to  themselves. 

.  .  .  but  we  know  in  San  Diego  County  a  great  many  turkey 
men  and  the  fellows  we  have  talked  to  ...  of  course,  maybe  we 
don't  run  with  the  right  crowd,  but  they  seem  to  be  very  dis- 
couraged with  the  situation  because  their  turkey  prices  have  con- 
tinually dropped  during  the  life  of  the  marketing  order.  Produc- 
tion has  gone  up  and  prices  have  gone  down  and  so  that  is  the 
thing  that  comes  into  it.  And  then  going  along  on  this  ,  .  .  some 
of  the  specific  help,  of  course,  we  always  have  the  thing  of  costs.  At 
the  present  time  I  think  our  worst  enemy  is  the  fixed  price  on 

1  Joe  C.  Lewis,  Bakersfleld  Hearing,  September  30.  1959. 

2  Hart  Dunham,  San  Diego  Hearing,  December  2,  1959. 
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p-raiiis  that  forces  ns  to  pay  that  price  for  our  feed.  lu  other  words 
the  subsidy  that  is  guaranteed  to  the  fellows  that  produce  the  teed 
grains  plus  the  wheat  and  corn  and  that  brings  all  the  feed  grains 
up  to  their  level  .  .  .  why  .  .  .  then  that's  why  when  you  asked 
this  morning  if  somebody  would  be  in  favor  of  seeing  supports 
knocked  out  ...  I'd  like  to  see  it  tried  because  what  you  do  .  .  . 
you  would  hurt  a  lot  of  people  quick  and  you  hurt  us  all  together 
then  we  could  all  cry  on  each  other's  shoulder  and  then  we  would 
all  o-et  well  together.  So  that's  ...  to  me  ...  of  course,  that's 
in  the  area  of  the  federal  government,  but  I  hope  Mr.  Benson  can 
shake  that  program  through  and  do  something  about  it.^ 

From  a  Ramona  poultrymau : 

I  wouldn't  say  that  3,000  hens  would  entirely  support  me  at 
this  time.  I  have  some  beef  stock  that  I  run  in  conjunction,  but 
my  statement  is  there  have  been  many  proposals  on  what  might 
be  done  for  or  with  the  poultry  industry  such  as  the  food  stamp 
plan  marketing  agreements,  direct  payments,  hen  purchases  to 
remove  surpluses,  and  production  controls.  However,  I  do  not  de- 
sire any  governmental  controls  in  poultry.  My  faith  m  the  poultry 
industry  is  based  on  free  enterprise  that  is  actually  free.  Govern- 
ment intervention  can  only  dislocate  the  law  of  supply  and  de^- 
mand  and  also  will  increase  the  tax  burden  on  an  overburdened 
public.  That 's  my  statement.^ 

A  poultryman  in  San  Diego  County  since  1935,  stated : 

I  think  the  growth  in  the  poultry  business  has  been  due  to  extra 
large  profits,  olf  and  on  over  the  last  10  years.  And  a  lot  of  ponltry- 
men  rather  than  putting  those  profits  into  income  taxes  used  that 
money  to  grow.  Thev  put  up  new  buildings  and  have  increased 
their  flock  and  I  am  sure  that  has  a  lot  to  do  with  it.  Speaking  of 
growth  you  had  a  witness  that  said  he  had  grown  since  1950,  from 
250  hens  to  20,000  hens.  Well,  he  isn't  a  poor  poultryman,  he  is  a 
wealthy  man.  It  costs  about  $2  to  produce  a  hen  until  she  is  ready 
to  lay  Two  times  20,000  hens  is  $40,000.  Your  agricultural  college 
or  farm  advisor  would  say  the  investment  .  .  .  average  investment 
to  keep  a  hen  on  a  place  for  land,  water  pipes  and  buildings  electric 
wires  is  probably  $5.  Five  times  20  is  a  $100,000,  that  is  $140,000 
and  I  can't  understand  why  that  man  would  complain  or  ask  for 

supports.  ,        .,. 

I  just  want  to  go  on  record  that  I  think  that  if  you  want  to 
help  the  poultrymen  just  leave  them  alone.  Let's  don't  have  any 
marketing  orders  or  any  kind  of  regulations  at  all.  And  by  the 
way,  we  voted  down  a  marketing  order  in  the  State  of  California 
last  year.  I  can't  see  why  they  keep  bringing  it  up  agam.^ 

A  farmer  and  cattleman  from  Buellton  stated  at  the  Santa  Barbara 
meeting : 

I  personallv  don't  think  that  too  many  controls  is  too  good.  I 
know  that  if 'you  don't  control  this  production  you  are  going  to 

1  Ralph  A.  Wagner,  San  Diego  Hearing,  December  2    1959. 

2  Hart  Dunham,  San  Diego  Hearing,  December  2,19od. 

3  Earl  Fuller,  San  Die.^o  Hearing-,  December  2,  1959. 
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have  a  decimate  price,  but  we  in  agriculture  are,  of  course,  freedom- 
loving  people  and  when  they  start  telling  us  how  many  acres  we  can 
plant  of  this  and  how  many  acres  we  can  harvest  of  that,  why  we 
get  a  little  bit  perturbed.  Now,  on  the  other  hand,  of  course,  we 
understand  that  there  has  to  be  some  way  of  controlling  it.  Now 
if  we  could  do  that  ourselves  we  would  be  very  happy,  but  I  don't 
know  whether  we  can  or  not.^ 

Price  Control 

A  rancher  from  El  Cajou: 

AVe  do  not  know  j-et  how  to  regulate  our  agricultural  produc- 
tion and  markets  .  .  .  produce  for  a  market.  We  have  had  too 
much,  shall  I  say  government  interference  since  1929,  which  has  put 
us  in  the  field  of  producing  for  government.  Unfortunately,  our 
subsidy  programs  have  gotten  into  the  realm  of  politics  where  it 
isn't  political  for  the  corn  growers,  for  instance,  to  produce  for  a 
market.  And  when  you  talk  about  corn,  you  are  talking  primarily 
about  feed  grain.  It's  politically  important  for  programs  to  be 
established  which  allov;s  corn  to  be  produced  for  government  pur- 
chase at  a  fixed  price  .  .  .  fixed  figure  which  is  profitable  to  most 
of  the  corn  growers  in  the  thing  ...  in  the  area. 

We  have  to  look  at  another  factor  here  involved  in  this,  and 
Mr.  Geddes,  I  hate  to  take  so  much  time,  but  this  is  an  involved 
question. 

Industry  has  improved  its  efficiency  somewhere  around  25  per- 
cent over  the  last  20  years.  Agriculture  has  improved  its  efficiency 
83  percent,  and  we  are  just  in  a  position  today,  through  new  tech- 
niques of  production,  added  uses  of  fertilizers,  knowing  how  to 
vaccinate  chickens — better  to  save  more  of  their  lives,  etc.,  but  we 
are  now  in  a  position  to  produce  more  efficiently  than  we  have 
ever  been  and,  unfortunately,  the  stomach  is  only  a  certain  size. 
And  3^011  can  only  sell  so  much  of  it  for  foodstuff.  Unfortunately, 
we  have  gotten  into  a  program  where  prices  have  been  supported 
at  a  point  which  is  profitable.  As  a  consequence  we  go  on  trying  to 
control,  but  we  don't  .  .  .  Congress  doesn't  have  the  intestinal 
fortitude  to  write  control  programs  where  they  will  control,  and 
even  if  they  were  written  ...  I  heard  a  man  in  the  Department 
of  Agriculture  say,  we  Avouldn't  be  able  to  carry  them  out  unless 
we  were  ready  to  stand  up  and  be  shot  by  the  farmer  ...  so  this 
is  the  kind  of  a  problem  that  we  have  confronting  us.  We  need  to 
approach  this  thing,  in  my  humble  opinion,  from  the  standpoint 
of  supporting  prices  on  a  percentage  of  a  market  place  ...  of 
the  market  price  and  the  market  place.  This  is  the  only  way  we  are 
ever  going  to  accomplish  control  in  this  area.  And  then  just  let 
everybody  go  on  and  produce  and  if  the  market  price  falls  down 
here  and  we  support  them  at  50  percent  of  the  market  place  price, 
it  '11  stop  an  awfully  lot  of  this  overproduction  in  a  hurry. 

This  will  establish  return  in  the  market  place  and  this  is  the 
only  place  where  you  can  get  it  through  return. 

2V^illiam  Larenjo,  Santa  Barbara  Meeting,  October  26,  1959. 
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This  wouldn't  be  a  control.  Only  insofar  as  price  is  the  con- 
trol and,  actually,  when  you  come  right  down  to  it,  nothing  will 
ever  control  production  except  price. 

It  is  not  a  production  control.  It  is  a  price  control. 

I  have  discussed  this  with  many  cotton  growers  in  your  area 
(Bakersfield)  and  others,  and  the  California  cotton  grower  is  con- 
vinced that  he  would  have  the  cream  of  the  market  if  we  were 
out  from  underneath  of  all  supports  and  controls. 

I  would  sav  that  the  majority  do  .  .  .  that  this  is  the  feeling 
of  the  majority.  The  only  reason  that  the  cotton  growers  don't 
go  in  that  direction  is  because  of  the  political  expediency  of  having 
to  negotiate  with  the  South  for  a  workable  cotton  program  in 

Well,  let's  look  at  the  total  pictui^.  Actually,  from  the  total 
picture',  what  do  we  have  about  28  percent  of  the  total  agricultural 
production  of  America  under  support  prices  and  controls,  the 
balance  of  our  agricultural  economy  is  operating  in  a  free  market 
price  economv.  All  of  the  livestock  products  with  the  exception  of 
milk  and  lamb  ...  not  lamb  but  wool,  about  72  or  73  percent  of 
the  total  production  of  the  nation  is  now  operating  in  a  free  econ- 
omv and  has  always  operated  there. 

We  have  always  had  problems  whenever  we  have  surpluses,  but 
they  adjust  themselves  rather  rapidly  and,  in  my  opinion,  they 
will  continue  to  do  so  provided  they  are  free  to  adjust  them- 
selves from  market  price  conditions.  If  they  are  hamstrung  they 
won't  do  it.  I've  been  in  this  since  1938,  and  I've  seen  many  ad- 
justments and  I've  seen  some  pretty  rugged  times  ni  the  mdustry 
before.  Now  we  will  not  lose  money  this  year.  I  mean  we  will  not 
be  in  red  ink.  Now  we  won't  support  our  family,  should  I  say,  the 
point  that  they  have  become  accustomed  to  live  with  our  earnings 
this  year,  but  we  won't  be  in  red  ink  this  year  in  our  operation. 
The  adjustment  is  just  ahead.^ 
A  hatcheryman  from  Sonoma  County : 

I'm  certain  the  law  of  supply  and  demand  as  it  applies  to  the 
poultry  industry  today  is  certainly  not  in  the  same  position  that 
it  was  20  years  ago.  I  'd  say  today,  products  are  produced  irregard- 
less  of  what  the  consumption  might  be  within  the  various  patterns 

in  the  industry.  ^    n    i 

I  feel,  one  way  or  another  this  industry  will  be  controlled. 
Whether  it  is  by  government  intervention  or  whether  it  will  be, 
say  10  years  hence,  in  the  hands  of  the  few  large  corporations  or 
individuals,  sooner  or  later  production  must  be  tailored  to  con- 
sumption. In  every  other  industry  it  has  and  so  it  will  in  this  in- 
dustry. But  how  this  will  be  achieved  is  open  to  argument.^ 

A  very  efficient  poultryman  and  retired  accountant  from  Forestville 
spoke  on  the  free  enterprise  system : 

I  have  long  advocated  the  free  enterprise  system.  I  would  like 
to  keep  government  at  arm's  length,  it  does— I  do  not  relish  any 

1  V^arren  Hooper,  San  Diego  Hearing,  December  2   H^?-n.Q 

2  Herbert  Bundeson,  Petaluma  Hearing,  November  23,  1959. 
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type  of  control  because  I  feel  it  limits  my  personal  field  of  de- 
cisions. I  realize  that  the  situation  has  reached  the  point  now 
M'liere  such  a  thing  might  be  desirable.  That,  too,  is  something 
which  I  am  still  thinking  about  I've  not  quite  made  up  my  mind 
on.  In  the  meantime,  I  have  had  to  live  and  in  order  to  do  that  I 
have  had  to  become  flexible  in  my  operations — change  it  to  a  point 
at  which  I  could  survive  under  present  conditions.^ 

Just  a  Little  Profit 
A  poultryman  from  Lakeside : 

It  covers  a  big  field — control  does — and  we've  got  to  have  some 
kind  of  restrictions  in  one  form  or  another.  There's  no  two  ways 
about  it.  Like  this  cholesterol  thing  come  up  .  .  .  we  gotta  have 
an  attack  for  it  .  .  .  and  nobody  did  attack  it.  People  got  away 
from  it  .  .  .  just  like  eating  poison.  They  didn't  want  no  part  of 
it.  Heavier-set  people  probably  do  have  a  little  heart  trouble  in 
one  way  or  another  and  they  are  gonna  .  .  .  what  we  are  after  to 
sell  more  eggs,  that's  one  thing  that's  going  to  help  just  a  little 
bit,  because  producing  10  times  more  eggs  today  .  .  .  next  year 
than  we  are  today  ain  't  gonna  help  either  .  .  .  ^ 

A  member  of  the  committee  posed  the  question  the  poultry  industry 
organizing  an  effort  in  behalf  of  a  marketing  order, 

No,  it  just  seems  that  certain  parties  just  don't  want  it  in  this 
area.  They  want  .  .  .  free  enterprise,  but  what  have  we  got  for 
this  free  enterprise.  Now  just  Vv^hat  have  we  got.  We  are  under 
controls  so  bad  that's  just  pitiful.  One  man  quotes  our  price. 

.  .  .  NoAv  we  know  how  much  it's  gonna  cost  to  make  a  dozen 
of  eggs  and  all  we  are  asking  is  just  a  little  bit  of  profit.  All  we 
want  is  a  little  profit.  We  don't  want  the  60  or  70-cent  eggs  and 
we  know  we  are  not  gonna  get  it.  It's  gone  ...  it  isn't  here  no 
more,  but  we  would  like  to  make  a  profit  just  a  little  bit.  I  fully 
agree  with  myself  as  to  the  truth  when  I  say  I  am  speaking  for  a 
lot  of  people.  All  we  want  is  a  little  profit.  This  can't  go  on  for 
months  and  months  borrowing  money  and  borrowing  money  to 
keep  you  going  ...  it  isn't  right.  It  just  isn't  good  business  of 
any  sort.  As  big  as  the  poultry  business  is  they  gotta  have  some 
authority  to  just  give  us  a  little  profit.  We  gotta  pay  our  taxes  and 
we'd  like  to  know,  well  in  November  how  much  money  come  in 
.  .  .  working  .  .  .  bank  on  it  a  little  bit.  Everybody  isn't  gonna 
make  it  in  the  business  because  with  a  $1  a  dozen  someone  is  going 
to  fall.  They  are  just  not  good  operators.  But  at  least  the  general 
opinion  of  all  the  people  that  is  in  the  poultry  business  we  can't 
survive  ...  it  will  run  by  State,  no  doubt  because  the  differen- 
tial in  operation  cost.^ 

Market  Education 

We  need  emphasis  by  the  Agricultural  Extension  Service  on 
market  education  and  less  on  how  to  produce  more  eggs  with  fewer 
chickens.  Now  we  are  all  doing  a  pretty  good  job  of  that,  but  there 
are  very  few  of  us  who  understand  the  marketing  problems  of  the 

^  M.  L.  Melville,  Petaluma  Hearing-,  November  23,  1959. 
^Florian  Brlezinsky,  San  Diego  Hearing,  December  2,  1959. 
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products  which  we  produce.  Aud  then  last,  and  I  only  want  to 
touch  on  this  .  .  .  we  need  more  effort  on  the  part  of  our  Legis- 
lature to  develop  efficiencies  in  state  government  and  control  ex- 
penditures. These  are  very,  very  serious  problems  to  not  only  the 
poultry  farmer,  but  to  agriculture  as  a  whole.  I  think  those  are 
about  the  points  that  I  want  to  cover.^ 

Expert  Opinion 

Dr.  Sidney  Hoos,  Professor  of  Agriculture,  Economist  in  the  Agri- 
cultural Experiment  Station  and  in  the  Giannini  Foundation  of  Agri- 
culture, University  of  California : 

I  shall  consider  the  area  of  programs  referred  to  as  marketing  orders 
and  agreements. 

Agricultural  marketing  programs  of  tlie  agreement  and/or  order 
type  may  be  operated  on  the  federal  legislation  or  under  the  au- 
thority of  California  enabling  legislation. 

The  main  purpose  of  these  agricultural  marketing  programs  is  to 
increase  producers  net  returns.  To  achieve  this  objective  they  may 
use,  under  California  legislation,  some  or  all  of  certain  provisions 
specified  in  the  program  authorization.  Regulation  of  volume,  qual- 
ity, size,  grade,  pack  or  containers,  advertising  and  sales  promo- 
tion, research  and  investigation  and  prohibition  of  unfair  trade 
practices.  I  shall  say  a  few  words  about  each  one  of  these  gimmicks. 
First,  volume  control.  The  provisions  for  controlling  the  flow  of 
shipments  to  the  market  has  attracted  wide  attention.  Under  cer- 
tain conditions,  limiting  the  total  shipments  to  market  during  the 
season  may,  but  doesn't  have  to,  it  may  increase  farm  price  and 
income — at  least  in  the  short  run.  An  important  condition  concerns 
the  proportion  of  total  load  to  market  covered  by  the  marketing 
order.  For  such  a  program,  to  raise  prices  effectively,  the  market- 
ing order  should  cover  all — or  a  sufficient  amount — of  the  product 
being  harvested  and  marketed  during  the  controlled  period. 

Marketing  orders  were  not  devised  to  provide  for  control  of  pro- 
duction, and  continued  restriction  of  volume  marketed,  if  it  does 
result  in  higher  returns  to  producers,  may  lead,  over  time,  to  an 
expansion  in  total  production.  In  the  long  run,  this  in  turn  is  apt 
to  defeat  the  effort  to  raise  producers  total  returns.  Marketing 
orders  are  sometimes  used  to  lessen  the  swings  in  shipments  and 
prices  within  the  marketing  season,  without  limiting  the  total 
amount  marketed.  It  may  be  noted  that  with  in-season  control  of 
marketing  volume,  if  managed  appropriately,  can  benefit  pro- 
ducers and  shippers  without  adversely  affecting  the  interests  of 
consumers. 

Quality  control :  this  provision  includes  regulation  of  grade,  size, 
maturity  and  similar  characteristics,  as  well  as  the  provisions  for 
inspection  to  enforce  such  regulations.  Such  regulations  are  gen- 
erally thought  of  as  physically  or  noneconomic,  but  actually  they 
are  carried  on  for  economic  reasons  that  have  economic  effect. 

Promotion,  etc. :  this  provision  which  includes  advertising  trade, 
consumer  education  and  point  of  sales  display  is  the  most  fre- 
quently used  provision  in  California  marketing  orders. 

8  Warren  Hooper,  San  Diego  Hearing,  December  2,  1959. 
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The  intent  of  advertising,  and  other  promotional  measures  in 
marketing  programs,  is  to  supplement  private  advertising  rather 
than  to  replace  it.  The  objective  of  promotional  programs  is  to  in- 
crease the  demand  for  the  product  concerned.  If  such  programs 
are  effective  then  each  participant  gains  from  the  program  in  pro- 
portion to  the  volume  he  markets.  But  it  is  very  difficult,  at  least 
for  me,  to  evaluate  the  effectiveness  of  advertising  and  promotional 
programs. 

Many  growers  and  handlers  believe  that  their  marketing  prob- 
lems can  be  solved  by  advertising  and  promotion.  But  if  the  basic 
problem  in  an  industry  is  overproduction  or  cost  of  price  compe- 
tion  with  other  products,  sales  and  promotion  programs  by  them- 
selves do  not  offer  a  complete  solution.  If  there  is  a  chronic  surplus 
a  sales  promotion  program  is  not  the  solution. 

Eesearch:  almost  as  many  California  marketing  orders  carry 
provisions  for  research  as  for  promotion.  But  research  facilities 
account  for  only  a  minor  percentage  of  the  total  funds  expended. 
This  largely  because  much  of  the  research  is  done  at  the  state 
universities. 

Unfair  trade  practices :  this  provision  is  designed  to  correct_  or 
prevent  unfair  practices  in  the  processing,  distribution  or  handling 
of  agricultural  products.  Experience  indicates,  however,  that  the 
phrase  "unfair  trade  practices"  is  ambiguous.  Wliat  seems  fair  to 
one  person  need  not  seem  so  to  another.  Yet,  there  are  certain 
types  of  activities  that  might  well  deserve  prohibitions  or  appropri- 
ate provisions  of  marketing  orders. 

The  currently  available  so-called  "unfair  trade  practices"  pro- 
vision which  is'  based  upon  our  state  legislation,  in  my  judgment, 
needs  rethinking  and  development  so  that  a  more  workable  and 
meaningful  alternative  method  is  available.  In  less  fancy  words :  I 
don't  think  our  unfair  trade  practices  legislation  underpinnings 
really  does  much  good. 

Now  a  few  generalizations:  There  are  not  any  fixed  rules  for 
formulating  and  operating  marketing  programs.  Each  one  must  be 
thought  through  in  the  light  of  the  particular  situation  and  prob- 
lems of  the  industry  concerned. 

In  deciding  on  the  provisions  of  the  marketing  order,  the  prob- 
able effect  on  net  return  over  a  period  of  several  years  should  be 
considered.  Too  often  marketing  programs  are  judged  by  their 
effect  on  one  year's  price.  In  operating  any  marketing  program 
attention  must  also  be  given  to  competitive  effects  on  other  prod- 
ucts, and  to  market  entry  possibilities  from  other  areas. 

Marketing  orders  by  themselves  are  only  devices  and  tools.  They 
do  not  automatically  bring  solutions  to  marketing  problems.  As 
with  other  tools  the  effectiveness  of  the  marketing  orders  depends 
upon  the  skill  and  judgment  of  the  operators  and  the  nature  of  the 
problems  involved. 

"With  a  quarter  of  a  century's  experience  behind  them,  Cali- 
fornia farmers  and  handlers  should  be  in  a  position  to  view  agri- 
cultural marketing  orders  in  proper  balance  and  with  realization 
of  their  limitations  as  well  as  their  potentials. 
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Volume  control  provisions  of  marketing  order  programs  were 
originally  designed  and  intended  to  affect  the  flow  to  market  and 
not  directly  to  affect  the  volume  produced  or  the  entry  of  individ- 
uals into  production.  Yet,  some  views  prevail  that  marketing  orders 
may,  or  even  should  be  used  to  influence  production  or  the  oppor- 
tunity to  produce.  Such  a  view,  however,  is  not  consistent  with  the 
traditional  or  established  view,  and  there  even  may  be  legal  and 
legislative  aspects  involved.  This  is  an  area,  in  my  judgment,  which 
merits  observation  and  clarification. 

Now  what  is  the  outlook  for  these  types  of  programs  ?  They  can 
well  be  judged  as  an  established  set  of  tools  which  aid  in  the  nec- 
essary adjustment  to  changing  market  conditions.  Used  with  re- 
straint and  not  expecting  too  much  from  them,  they  have  a  valid 
role  to  play  and  can  contribute  to  the  operation  of  the  marketing 
system.  Viewed  in  such  a  light,  their  outlook  is  for  continued  use 
and  moderate  expansion. 

But  if  burdened  with  the  objective  of  achieving  results  for  which 
they  are  not  designed  or  appropriate  as  direct  control  of  produc- 
tion and  production  opportunities,  or  the  painless  and  quick  solu- 
tion of  product  surplus  and  necessary  production  adjustments,  if 
burdened  with  these  types  of  job,  in  my  judgment,  our  marketing 
order  program  institution  may  well  disintegrate. 

IV.     NATIONAL  PROGRAM-EGG  INDUSTRY 

Dr.  Carpenter  of  the  Extension  Service  analyzed  the  proposed  na- 
tional marketing  order  for  eggs  and  drew  some  general  as  well  as 
specific  conclusions  from  it. 

How  Would  Production  Control  Work  in  the  Egg  Industry? 

After  careful  analysis,  it  appears  that  it  would  be  much  easier  to 
influence  the  price  for  eggs  or  broilers  by  controlling  production 
at  the  source  than  by  trying  to  control  or  regulate  the  distribution 
of  these  products  through  the  traditional  marketing  program.  A 
program  which  would  be  effective  in  reducing  supply  should  not 
be  an  insurmountable  problem. 

Nearly  all  chicks,  whether  of  egg  or  meat  strains,  are  produced 
in  commercial  hatcheries.  The  number  of  such  hatcheries  has  de- 
clined sharply  in  recent  years,  as  we  all  know.  It  would  be  a 
relatively  simple  matter  to  set  up  a  national  quota  and  then  dis- 
tribute this  quota  among  states,  among  liatcheries  in  the  states, 
and  finally  among  producers  in  each  state.  Provision,  of  course, 
would  have  to  be  made  to  prevent  black  market  operations  m 
chicks.  Hatcheries  of  all  sizes  could  be  registered  and  operated 
only  on  the  basis  of  quotas  received  from  producers  or  from  the 
administrative  board. 

If  egg  production  were  controlled  by  regulating  the  number  of 
layers,  greater  emphasis,  of  course,  might  be  placed  by  producers 
on  improving  egg  production  per  hen.  This  factor  would  create 
problems  in  effective  control  of  production,  but  such  problems  are 
probably  no  greater,  and  may  even  be  less,  than  those  encountered 
in  establishing  production  controls  for  grains. 
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Many  problems  would  be  encouutered  in  working  out  a  produc- 
tion control  program  acceptable  to  all  producing  areas.  While 
some  poultrymen  favor  controls,  others  prefer  that  competitive 
forces  continue  to  control  the  economic  destiny  of  the  industry. 
The  fact  that  poultry  producers  are  scattered  over  a  wide  geo- 
graphic area  and  have  different  costs  of  production  and  marketing 
creates  many  difficulties  in  reaching  agreement  on  any  program 
which  would  satisfy  all  producers  in  all  areas. 

Generally,  it  appears  that  producers  in  areas  with  lower  pro- 
duction costs  favor  the  continuation  of  the  free  competitive  indus- 
try, while  those  at  a  relative  disadvantage  favor  the  establishment 
of  programs  which  w^ould  gi^^e  them  protection  against  such  com- 
petitive forces.  The  allocation  of  quotas  among  regions  and  among 
producers  within  regions  would  present  many  problems.  For  ex- 
ample, would  all  areas  have  to  take  the  same  percentage  increase 
or  decrease  in  production,  or  would  differences  in  relative  rates 
of  growth  over  the  past  decade  be  considered?  How  would  Cali- 
fornia be  affected  in  this  regard? 

Poultry  producers  in  areas  that  have  a  competitive  advantage 
in  production  will,  under  free  enterprise,  expect  to  expand  at  the 
expense  of  other  areas  or  at  a  more  rapid  rate  than  other  areas. 
They  are  not  likely  to  look  with  favor  upon  controls  that  would 
freeze  production  patterns  so  they  cannot  capitalize  on  their  nat- 
ural competitive  advantage.  Certain  poultrymen  apparently  feel 
that  some  federal  programs  might  be  devised  which  would  improve 
their  competitive  position  relative  to  other  production  areas.  How- 
ever, a  federal  marketing  order  or  production  control  program 
that  encompasses  the  entire  nation  (regardless  of  its  effectiveness 
in  controlling  supply  or  raising  prices)  would  not  eliminate  the 
relative  cost  advantage  which  some  production  areas  now  have 
over  others. 

Eggs  will  tend  to  seek  a  uniform  price  level  within  the  entire 
country  unless  trade  barriers  are  established  to  prevent  inter- 
regional flows.  If  Kegion  A,  for  example,  now  has  a  production 
cost  advantage  of  2  cents  per  dozen  over  Region  B,  this  advantage 
will  continue  after  the  marketing  order  is  in  effect.  Furthermore, 
any  price  which  will  yield  satisfactory  profits  in  Region  B  will 
be  even  more  profitable  in  Region  A.  Under  such  conditions  the 
price  satisfactory  to  producers  in  Region  B  will  create  pressure  for 
expansion  of  production  in  Region  A.  Furthermore,  producers  in 
Region  A  may  not  want  production  cut  back  enough  to  raise  prices 
as  high  as  producers  in  Area  B  would  like.  These  are  some  of  the 
ticklish  problems  that  would  face  administrators  of  such  a  pro- 
gram. 

The  imposition  of  production  controls  will  create  problems  for 
both  producers  who  would  like  to  expand  the  size  of  their  enter- 
prise and  new  producers  who  may  want  to  enter  the  industry. 
Unless  some  means  is  established  whereby  the  size  of  individual 
units  can  be  expanded,  production  controls  may  stifle  technologi- 
cal development  in  the  poultry  industry.  Man^^  technological  de- 
velopments which  reduce  costs  require  larger  outputs  per  farm 
to  cover  added  costs.  Many  people  will  say  this  is  the  trouble  with 
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our  industry  today.  We  have  increased  size  of  units  too  much  and 
have  overstimulated  production. 

If  marketing  quotas  were  used,  these  could  perhaps  be  made 
saleable.  Then  new  producers  who  want  to  enter  production  or 
established  producers  who  want  to  expand  might  be  able  to  buy 
quotas.  Over  time,  production  quotas  might  become  the  property 
of  fewer  and  fewer  growers,  as  has  been  the  case  with  forest 
grazing  permits  and  market  milk  contracts. 

To  what  extent  will  a  reduction  in  supply  influence  prices  for 
eggs  enough  to  increase  net  income  ?  Until  this  question  is  answered 
accurately,  we  do  not  know  whether  reduction  in  supply  would 
be  practical  or  desirable.  Researchers  have  found  that  the  price 
elasticity  or  demand  for  eggs  is  Ioav  ;  that  is,  a  10  percent  decrease 
in  supply  will  result  in  about  33  percent  increase  in  price  t/  other 
things  remain  constant.  This  means  that  the  price  elasticity  of 
demand  for  eggs  is  probably  about  .3  at  the  farm.  Judging  from 
experience  last  year,  we  may  need  additional  research  to  find  a 
more  accurate  answer. 

Assuming  that  we  could  operate  marketing  control  or  produc- 
tion control  programs  effectively  enough  to  raise  prices,  we  would 
still  have  to  determine  our  price  objectives  and  policies  to  guide 
the  industry.  What  would  they  be?  Here  are  some  of  the  prin- 
ciples which  are  important  as  a  guide  to  price  policy  and  the 
program : 

1.  Egg  prices  should  be  high  enough  to  make  it  worth  while 
for  producers  to  stay  in  the  market  and  continue  to  produce  a  high- 
quality  product. 

2.  Price  should  not  be  so  high  as  to  bring  about  an  undue  in- 
crease in  production  for  a  period  of  years  by  those  producers  who 
regularly  supply  the  market. 

3.  It  should  not  be  so  high  as  to  encourage  new  producers  from 
the  outside  to  enter  the  market  and  furnish  products  materially 
beyond  market  needs. 

4.  Price  should  not  be  so  high  that  retail  prices  will  be  increased 
to  a  point  where  consumption  is  unduly  discouraged  and  the  com- 
modity priced  out  of  the  market. 

5.  It  should  have  reasonable  steadiness  from  month  to  month 
and  from  year  to  year  if  possible.  However,  this  may  not  neces- 
sarily give  the  greatest  return,  since  advantage  can  often  be  ob- 
tained through  seasonal  price  changes. 

6.  It  should  be  about  high  enough  to  give  the  same  income  as 
alternative  uses  of  resources,  to  prevent  violent  shifts  in  production 
patterns. 

These  points,  of  course,  emphasize  the  ideal  price  policy ;  but  we 
must  realize  that  these  objectives  are  difficult,  if  not  impossible, 
to  achieve. 

We  must  realize  that  the  production  control  program  that  suc- 
cessfully raises  egg  prices  in  the  short  run  may  in  the  long  run 
generate  serious  problems.  The  inelastic  demand  that  may  be  evi- 
dent for  eggs  in  the  short  run  may  not  continue  in  the  long  run, 
particularly  if  egg  prices  are  raised  relative  to  other  competing 
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products.  Over  time,  consumers  can  change  consumption  habits. 
Even  with  relatively  stable  prices  of  the  last  decade,  the  per  capita 
consumption  of  eggs  declined  from  an  all-time  high  of  400  per 
person  in  1945  to  347  in  1959.  The  forecast  for  1960  is  325.  If 
prices  were  increased  substantiallj^  and  for  an  extended  period, 
this  downward  trend  in  consumption  might  be  accelerated.  These 
longer-run  aspects  of  production  controls  and  higher  prices  can- 
not be  predicted  accurateh^  However,  the  direction  of  the  impact 
can  be  predicted  and  should  be  given  serious  consideration  in  shap- 
ing any  programs  that  might  be  proposed. 

Conclusion 

Past  programs  have  shown  that  if  producers  wish  to  solve  eco- 
nomic problems  by  legislative  means,  such  as  through  production 
control  programs  or  marketing  orders,  they  must  be  willing  to 
accept  controls  that  really  work.  They  must  also  accept  the  arbi- 
trary rationing  of  production  and  volume  flowing  to  market  that 
usually  accompanies  such  controls.  They  must  also  realize  that 
there  will  be  both  benefits  and  burdens  to  bear,  and  that  it  will 
be  difficult  for  administrators  to  distribute  these  equitably  through- 
out the  industry. 

The  effectiveness  of  such  programs  will  depend  greatly  on  the 
skill  and  judgment  of  the  program  formulation  committees,  the 
specific  provisions  they  come  up  with  and  how  closely  they  fit  the 
problems  of  the  industry.  The  entire ,  industry  must  give  whole- 
hearted support  to  the  program,  whatever  its  provisions  finally 
turn  out  to  be,  or  it  will  be  very  difficult  to  accomplish  its  stated 
objectives. 

V.     PRICE  SUPPORTS 

From  a  statement  by  E.  W.  Braun,  Chief,  Bureau  of  Markets,  Cali- 
fornia Department  of  Agriculture : 

Background 

At  the  November  meeting  of  the  State  Board  of  Agriculture, 
I  touched  briefly  upon  the  history  of  price  supports  and  pointed 
out  that  treasury  supports  anchored  to  purchasing  power  parity 
formulas  and  accompanied  in  some  instances  by  acreage  controls 
were  not  fully  effective  because  of  our  great  ability  to  produce 
in  the  light  of  technical  progress.  It  would  seem  that  more  progress 
might  be  made  by  tailored  regulations  for  each  agricultural  indus- 
try along  the  lines  followed  under  marketing  order  programs. 

Today  I  wish  to  carry  the  discussion  a  step  further,  namely  the 
need  for  production  controls  based  upon  the  foundation  of  quan- 
tities for  market  rather  than  upon  acreage  limitations. 

As  in  the  case  of  the  previous  meeting,  the  vicAvs  here  given 
are  my  own  and  do  not  necessarily  reflect  the  views  of  the  State 
Director  of  Agriculture. 

Benefits  of  Efficiency  Not  Retained  by  Agriculture 

Economic  benefits  arising  to  so-v-iety  from  our  efficiency  in  agri- 
cultural production  are  being  so  dispersed  that  relativel}'  few  are 
accruing  to  agricultural  producers.  The  economic  benefits  are  being 
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passed  on  to  the  distributive  trade  and  consumers  in  the  form  of 
relatively  low  prices.  Technological  progress  and  production  effi- 
ciency has  brought  into  being  a  volume  of  production  so  abundant 
that  unit  prices  have  gone  to  such  low  levels  that  net  income  con- 
tinues to  be  a  real  jeopardy. 

Low  Prices  Not  Effective  in  Bringing  About  Production  Adjustments 

Theoretically,  if  prices  are  too  low  in  relation  to  production 
costs,  adjustments  are  automatically  made  to  bring  about  a  better 
balance.  This  is  only  partially  true  in  the  current  structure  of  our 
agricultural  economy.  Low  prices  are  not  effective  in  bringing 
about  needed  adjustments  because  very  strong  institutional  and 
economic  forces  are  at  work  to  keep  agricultural  production  at  a 
very  high  level.  These  forces  are:  ^ 

1.  High   capital   investments   promote   high   production   in    an 
effort  to  reduce  per  unit  costs. 

2.  Capital  investments  in  agriculture  for  income  tax  reasons. 

3.  Tendencies  toward  integration  in  production  and  marketing. 

4.  Many  very  large  and  efficient  state  agricultural  experiment 
stations. 

5.  State  and  federal  agricultural  extension  service  for  rapid  and 
widespread  dissemination  of  production  information. 

6.  Extensive  reclamation  projects. 

7.  Extensive  production  research  carried  out  by  private  industry 
marketing  agricultural  supplies. 

8.  Effective  regulations  for  the  control  of  plant  and  animal  dis- 
eases. 

9.  Effective  regulations  relating  to  plant  and  animal  pests. 

All  of  these  forces  tend  to  prevent  downward  adjustments  in  agri- 
cultural production.  Actually,  they  tend  to  bring  about  a  contin- 
uance of  production  in  abundance.  Agricultural  industries  and 
governmental  authority  and  agencies  must  co-operate  to  make  a 
better  balance  of  supplies  and  market  requirements  possible. 

Agricultural  Income  and  Marketing  and  Production  Regulations 

Agricultural  income  can  be  improved  by  improving  marketing 
conditions  and  production  controls  when  necessary.  The  problem 
of  balanced  income  in  agriculture  may  be  solved  by: 

1.  Appropriate   quality  regulations  in  the  marketing   of   each 
commodity. 

2.  Diversion  of  surplus  production. 

3.  Advertising  and  sales  promotion  including  nutritional  edu- 
cation. 

4.  Research  in  the  fields  of  production,  processing,  handling  and 
marketing. 

5.  Quantity  production  controls  when  surpluses  are  imminent. 
Such  regulations  could  be  accomplished  either  through  the  demo- 
cratic procedures  of  marketing  orders  or  by  direct  legislation. 
Neither  state  or  federal  marketing  orders  are  now  authorized  to 
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exercise  production  controls.  If  such  antliority  were  added  on  a 
~  (juantity  basis  and  not  on  an  acreage  basis,  it  wonld  assist  sub- 
stantially in  solving  the  problem  of  inadequate  incomes  in  agri- 
culture. Marketing  orders  are  now  helpful  in  assisting  agriculture 
in  retaining  some  of  the  economic  benefits  of  efficiency  in  agricul- 
ture. If  they  were  accompanied  by  quantity  production  controls 
they  would  be  even  more  helpful  in  maintaining  a  proper  balance 
between  demand  and  supply  forces  in  agriculture. 

Vi.     PRICE-RAISiNG  ACTION 

GroAvers  were  concerned  with  what  they  termed  unfair  out-of-state 
competition  and  with  sales  below  cost  in  California  stores. 

In  a  statement  submitted  subsequent  to  the  San  Jose  meeting  the 
Butchers'  Union  analyzed  the  way  in  which  Georgia  broilers  continue 
to  keep  California  broilers  (Avliich  are  slightly  more  expensive  to  pro- 
duce because  of  lower  wages  paid  in  southern  processing  plants)  out 
of  the  market: 

It  has  been  suggested,  since  some  90  i^ercent  of  southern-proc- 
essed poultry  is  consumed  in  other  parts  of  the  country,  that  a 
boycott  of  southern  poultry  might  be  effective  in  bringing  about 
the  establishment  of  fair  standards  in  southern  processing  plants. 
But  this  suggestion  founders  on  the  extraordinary  fact  that  it  is 
very  nearly  impossible  for  the  average  consumer  to  distinguish 
southern  poultry  from  California  poultry.  It  is  toward  a  solution 
of  the  problem  at  its  core,  and  not  the  raising  of  any  issue  of  trade 
barriers,  that  we  wish  to  direct  your  attention,  with  such  recom- 
mendations for  action  by  the  next  session  of  the  California  State 
Legislature  as  may  provide  some  relief  while  the  greater,  long- 
range  problem  is  being  considered  by  Congress. 

Let  us  consider  just  three  examples  of  unregulated  practices, 
common  in  California,  which  make  it  difficult  or  impossible  for  you, 
the  members  of  organized  labor  or  housewives  who  do  their  pur- 
chasing at  retail,  to  distinguish  a  bird  raised  and  killed  in  Missis- 
sippi, for  instance,  from  a  California  bird. 

Here  is  a  typical  California  jobber,  the  XYZ  Company,  and  a 
fictitious  but  typical  Southern  processor,  the  ABC  Company,  oper- 
ating in  Mississippi. 

1.  The  XYZ  Company  mails  or  ships  to  the  ABC  Company,  from 
which  it  purchases  poultry,  a  supply  of  wing  tags,  by  which  a  bird 
is  visually  identifiable,  bearing  the  XYZ  Company's  name,  its 
California  location,  and  its  California  plant  inspection  number. 

The  California  tags  are  affixed  by  ABC  to  birds  raised  and 
killed  in  Mississippi,  v/hich  are  then  packed  and  shipped  back  to 
California  for  consumption  by  Californians.  It  is  difficult  for  a 
skilled  meatcutter  to  tell  the  difference  between  a  local  bird  and 
an  imported  bird  marked  with  California  wing  tags.  The  ordinary 
consumer  is  literally  powerless  to  make  this  distinction. 

2.  A  second  example,  also  common  in  this  State,  accomplishes 
the  same  result  as  that  described  above,  but  in  a  little  different  way. 

Here  the  ABC  Company  afSxes  its  own  tags  to  the  birds  it  kills 
and  ships  to  California^ — ^tags  bearing  the  ABC  Company  name 
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and  location,  and  the  ABC's  plant  inspection  nnmber.  This  would 
seem  to  solve  the  California  consumer's  confusion  and  eliminate 
the  problem. 

There  is  nothing  however,  in  either  law  or  custom,  to  prevent 
the  consignee  jobber,  the  XYZ  Company,  from  stripping  the  ABC 's 
wing  tags  from  each  bird  and  substituting  its  own.  Indeed,  if  the 
birds  pass  through  the  plant  of  a  large  primary  jobber  in  Cali- 
fornia before  rea^ching  the  XYZ  Company's  plant,  the  wing  tags 
may  be  stripped  and  substituted  by  both  the  primary  jobber  and 
the  XYZ  Company — twice  instead  of  once. 

The  result,  of  course,  is  the  same  here  as  in  the  prior  example. 
Birds,  produced  and  processed  2,000  miles  away,  are  marked  and 
legally  identified,  for  every  practical  purpose  as  California  bred. 

Before  discussing  the  third  and  final  example,  let  us  see  by  what 
means  a  Mississippi  broiler,  for  example,  reaches  your  neighbor- 
hood market  and,  ultimately  your  table. 

A  bird,  killed  on  Friday  in  Mississippi,  is  processed,  tagged,  and 
boxed  on  the  same  day — iced  and  loaded  on  a  refrigerator  truck. 
Barring  breakdowns  or  delays  due  to  weather,  the  "reefer"  will 
arrive  at  the  Central  California  jobber's  plant  early  on  the  follow- 
ing Monday.  In  the  case  of  those  plants  which  receive  only  one 
shipment  each  week,  the  birds  will  be  distributed  by  the  jobber 
from  his  own  refrigerators  to  his  retail  customers  throughout  the 
remainder  of  the  week. 

The  customer,  for  example,  who  purchases  a  broiler  from  his 
own  retail  market  on  Saturday,  buys  a  bird  which  is  already  a 
week  old.  Achromization,  a  process  for  "preserving"  a  bird  after 
it  is  killed,  guarantees,  very  nearly,  that  even  a  week-old  broiler 
will  offend  neither  your  nose  nor  your  palate.  Achromization  may 
not  retard  tissue  deterioration,  but  it  will  prevent  unpleasant  taste 
or  smell. 

3.  The  third  example  involves  the  California  market  chain  oper- 
ator who  packages  poultry  under  his  own  brand  name.  Here,  rather 
than  shipping  California  wing  tags  to  the  Southern  processor,  the 
California  operator  ships  transparent  wrappers  on  which  are  im- 
printed the  brand  name  and  the  name  and  location  of  the  Cali- 
fornia market  chain. 

In  this  instance,  the  birds  are  packaged  by  the  Southern  proc- 
essor in  the  wrappers  supplied  him  by  his  California  customer. 
It  is  perfectly  true  that  a  federal  inspection  code  number  is  also 
imprinted  on  the  wrapper.  This  makes  it  possible  for  any  housewife 
who  has  a  copy  of  the  Department  of  Agriculture's  inspection 
stamp  code  book  to  correctly  interpret  and  identify  Code  Number 
USDA  177,  for  instance,  as  belonging  to  a  processing  plant  some- 
where in  Georgia. 

Each  one  of  the  examples  briefly  outlined  above,  effectively 
frustrates  the  accurate  and  easy  identification,  by  the  average 
California  consumer,  of  the  point  of  origin  of  poultry  displayed 
and  sold  every  day  in  thousands  of  markets  throughout  our  State. 

Certainly  no  one  desires  to  prevent  the  California  consumer  who 
prefers    Georgia   poultry,    from   exercising   that   preference.    But 
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there  are  countless  other  consumers  who  are  being  prevented  every 
day,  whether  they  are  aware  of  it  or  not,  from  exercising  their 
preference  for  California  poultry. 

We  propose,  therefore,  that  all  poultry  sold  in  California,  in- 
eluding  poultry  produced  in  California,  be  marked  in  a  manner 
which  may  be  readily  perceived  and  understood,  with  its  point  of 
origin  and  its  date  of  kill. 

We  have  noted  that  there  is  very  little  which  your  committee 
can  do  to  curtail  a  flood  of  poultry  crossing  the  borders  into  Cali- 
fornia from  other  states.  Tariff  barriers  are  objectionable.  How- 
ever, there  is  no  reason  that  poultry,  offered  for  sale  in  this  State, 
should  not  be  subject  to  regulations,  imposed  by  this  State,  which 
would  make  it  clear  to  the  consumer  whether  or  not  a  bird  is 
locally  produced  and  processed,  or  has  been  achromatized  and 
shipped  hundreds  of  miles  before  being  offered  for  sale. 

Legislation  to  accomplish  this  purpose  was  introduced  in  the 
1959  State  Legislature  as  Assembly  Bill  66  (McCollister).  Revised 
to  conform  to  recommendations  of  the  California  State  Department 
of  Agriculture  so  that  it  contained  no  implications  of  "trade  bar- 
rier" intent,  it  was  nonetheless  defeated  by  a  powerful  lobby  led 
by  the  California  Grocers'  and  Retail  Merchants'  Association. 

Assembly  Bill  66  would  have  identified  "all  chicken  poultry 
meat  and  packages  of  such  meat  offered  for  sale  in  California  as  a 
fresh  product ' '  to  indicate  name  of  state  in  which  grown  or  raised. 
Meat  birds  and  turkeys  were  included  in  its  provisions. 

Labeling  would  also  have  had  to  show  the  "preservative  drug 
or  drugs"  to  which  the  product  had  been  subjected. 

We  urge  the  Assembly  interim  committee  to  support  this  type 
of  legislation. 

We  also  advocate  legislation  at  the  state  level  providing  for 
grade  labeling  of  poultry  sold  at  retail  in  California.  Assembly 
Bill  2076  (Winton),  introduced  into  the  1959  Session  of  the  State 
Legislature,  had  this  purpose.  It  was  referred  to  the  Dairy  and 
Livestock  Interim  Committee  for  further  study,  and,  so  the  best 
of  our  knowledge,  no  hearings  on  the  measure  have  so  far  been 
held. 

Since  much  of  the  testimony  offered  before  your  interim  com- 
mittee deals  with  problems  of  California  poultry  producers,  we 
feel  that  such  a  measure  should  be  included  in  your  recommenda- 
tions for  alleviating  some  of  the  economic  hardship  under  which 
California  poultry  producers  are  forced  to  operate. 

Assembly  Bill  2076  was  drawn  after  many  sessions  conducted 
by  poultry  departments  of  the  leading  farm  organizations  in  Cali- 
fornia and  allied  industries  in  conference  with  specialists  in  the 
State  Department  of  Agriculture. 

The  measure  authorized  the  Director  of  Agriculture  to  establish 
California  grades,  based  on  USDA  grades,  to  assure  that  all  poul- 
try sold  or  advertised  for  sale  at  retail  in  California  stores  would 
be  honestly  graded  by  quality. 

The  immediate  effect  of  enactment  of  such  legislation,  according 
to  a  joint  statement  presented  to  Members  of  the  Assembly,  June 
4,  1959,  by  the  California  State  Poultry  Institute ;  the  California 
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Farm  Research  and  Legislative  Committee ;  the  Palomar  Poultry 
Co-operative,  Vista;  the  Orange  County  Poultry  and  Egg  Pro- 
ducers Association;  and  the  California  State  Turkey  Federation, 

would  be :  •   ^     • 

"To  prevent  attractively  packaged,  fancy-named,  but  inferior 
birds  from  being  sold  as  a  superior  product.  This  would,  obviously, 
benefit  the  consumer  as  Avell  as  the  producer  of  highest  grade 
birds.  B  and  C  grade  birds  will  not  be  hurt  since  their  actual 
quality  and  the  purposes  they  are  best  for  will  be  clearly  estab- 
lished with  the  consumer  under  grading. 

"Because  it  is  impossible  to  grade  mark  or  not  to  grade  mark 
by  destination,  graded  California  birds  may  be  at  a  temporary 
competitive  disadvantage  in  some  eastern  markets  (turkeys  m 
this  case,  which  California  exports  in  quantity),  where  no  grades 
exist  on  local  poultry.  HoAvever,  within  a  short  time,  we  believe 
that  the  California  'quality  guarantee'  will  react  in  our  favor  in 
such  markets. 

"The  grade  marking  should  increase  demand  tor  Calitornia 
broilers  and  fryers  which  are  not  now  a  factor  in  the  eastern 
in  3  i*k6*t 

The  cost  of  grading  would  require  no  state  appropriation  as  it 

would  be  borne  by  processors. 


FAMILY  FARM 

I.     DEFINITION 

In  discussing  a  family  farm,  the  question  of  a  proper  definition 
always  arises.  Rather  than  offering  a  detailed  definition  of  a 
family  farm,  I  would  rather  suggest  some  limiting  factors  in  de- 
ciding what  is  and  what  is  not  a  family  farm. 

First,  a  family  farm  must  be  large  enough  to  occupy  the  time 
of  the  head  of  the  family  and  to  provide  the  family  an  adequate 
living  and  this  is  getting  to  the  capitalization  aspect.  .  .  .  Second, 
all  management  must  be  in  the  hands  of  persons  sharing  the  risk. 
If  the  farm  gets  so  large  it  must  employ  a  hired  manager,  then  it 
is  no  longer  a  family  farm.  In  addition,  the  person  or  family  man- 
aging and  operating  the  farm  must  be  taking  the  principal  por- 
tion of  the  risk.  I've  not  said  anything  about  ownership  of  the 
land  itself.  In  California  we  have  many  family  farms  operated 
on  a  lease  basis.  These  farms  give  us  the  same  economic  and  social 
advantages  as  the  farms  owaied  by  the  operator.  The  only  difference 
is  that  the  risk  of  land  ownership  is  taken  by  some  off-the-farm 
party.  ... 

It"  is  the  assumption  of  the  risk  of  producing  and  marketing 
agricultural  products  and  the  management  function  which  pro- 
duces the  social  values  of  the  family  farms.  AYhenever  anyone  in- 
sists that  the  family  farm  is  as  efficient  as  any  other  type  of  pro- 
duction, it  is  only  natural  for  someone  to  ask  why  the  family 
farm  is  now  in  trouble.  Why  is  it  that  many  farmers  are  being 
forced  off  the  land?  Two  reasons  are  apparent.  First,  economic 
progress  itself  dictates  that  labor  leave  primary  industries,  and 
for  this  reason  some  farmers  will  continue  to  leave  the  land.  Second, 
however,  is  the  problem  of  below  cost  prices.  The  family  farm  does 
not  have  the  capital  structure  to  withstand  below  cost  prices  over 
an  extended  period  of  time.  Larger  firms,  even  though  no  more 
efficient  than  the  family  farmer,  may  be  able  to  withstand  losses 
for  a  longer  period  of  time  by  being  better  capitalized. 

.  .  Our  farmers  farm  to  earn  a  living.  In  spite  of  the  com- 
mercial nature  of  our  family  farms,  the  average  income  to  all  fac- 
tors of  production  on  California  farms  is  only  $7,548  in  1958.  This 
income  includes  income  on  investment,  on  management  as  well  as 
the  entire  family's  labor.  The  average  capital  value  of  land,  build- 
ings and  equipment  that  same  year  was  $81,481.  Computing  a 
fair  return  ...  of  say  5  percent  on  investment  and  subtracting  it 
from  the  total  net  income  leaves  an  average  return  of  only  $3,400 
for  management  and  for  the  labor  of  the  entire  family. 

Traditionally,  when  farmers  have  income  problems  they  are 
advised  to  reduce  costs.  The  clamor  to  reduce  costs  is  so  loud  that 
some  people  think  farmers  are  inefficient.  Nothing  could  be  farther 
from  the  truth.  Compared  with  farmers  in  other  countries,  we  have 
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the  most  efficient  farmers  in  the  world.  The  American  worker  is 
able  to  purchase  more  food  with  one  hour  of  labor  than  workers  in 
any  other  country  in  the  world.  Our  farmers  are  also  efficient  com- 
pared with  other  industries.  Since  the  production  systems  are  dif- 
ferent, about  the  only  way  to  compare  agriculture  with  industry 
is  to  use  the  comparative  amount  of  capital  equipment  applied  to 
each  unit  of  labor.  Using  this  ratio,  we  can  say  that  agriculture  is 
as  efficient,  if  not  more  efficient,  than  any  other  industry  because 
agriculture  matches  its  labor  with  more  capital  than  any  industry 
in  America. 

It  could  even  be  said  that  farmers  are  too  efficient  for  their  own 
good.  American  farmers  produce  such  great  quantities  of  food  with 
no  means  of  regulating  cost  of  production.  This  situation  occurred 
in  several  of  our  industries  in  California  during  1959.  For  example, 
tomatoes,  cling  peaches,  eggs  and  avocados. 

Technology  has  been  blamed  for  the  farm  problem,  but  other 
industries  have  also  experienced  advances  in  technology  and  have 
been  able  to  adjust  without  serious  economic  dislocation.  Outside 
capital  has  also  been  blamed,  but  other  industries  continuously 
take  in  and  assimilate  outside  capital  without  the  unwarranted 
production  increases  that  plague  agriculture.  I  suggest,  Mr.  Chair- 
man, relative  freedom  of  entry  causes  agriculture  to  have  prob- 
lems of  advancing  technology  and  outside  capital  that  other  in- 
dustries do  not  have.  It  is  easier  to  either  enter  or  expand  in  agri- 
culture than  in  any  other  industry. 

.  .  .  Technical  barriers  also  inhibit  entry  into  some  lines  of 
production.  Technical  guidance  is  not  provided  new  producers 
freely  in  all  industries  as  it  is  in  agriculture.  Psychological  and 
physical  barriers  are  not  effective  in  agriculture.  More  land  is 
available  for  production  for  almost  any  commodity,  so  we  have 
no  physical  barrier.  Psychological  barriers  cannot  be  created 
because  product  differentiation  is  almost  impossible.  Some  people 
maintain  that  there  are  financial  barriers  to  enter  into  agricultural 
production.  But  the  federal  government  stands  ready  to  loan 
money  at  reasonable  rates  for  the  purchase  of  farm  land.  In  some 
cases  state  governments  do  the  same. 

At  the  same  time,  through  vertical  integration  or  contract  credit 
a  new  producer  can  secure  operating  capital.  So  there  is  not  the 
same  financial  barrier  in  agriculture  as  there  is  in  other  in- 
dustries. 

In  many  of  the  services  and  professions,  legal  barriers  inhibit 
entry.  For  example,  to  enter  the  legal  profession  it  is  necessary 
to  pass  a  bar  examination.  ...  the  lack  of  barriers  to  entry  into 
agriculture  compared  with  other  industries  is  the  basic  reason 
agriculture  cannot  adapt  to  new  technology  and  cannot  assimilate 
outside  capital  without  excess  production.  I  recommend  that  this 
committee  in  its  deliberations  give  some  thought  and  study  to  the 
comparative  freedom  of  entry  as  between  agriculture  and  other 
industries.^ 


I 
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In  our  opinion  family-sized   farm  operations  can  generally  be 
classified  as  follows: 

1.  Size 

orchards  and  vineyards 110  acres 

field  crops -^20  acres 

dairy 100  cows 

truck  farming 60  acres 

2.  Equipment  requirements 

$35,000  minimum 

3.  Eighty  percent  of  the  work  done  by  the  family  with  20  per- 
cent being  done  by  hired  domestic  or  contract  labor  (such  as 
hoeing  weeds,  etc.)- 

4.  Steady  or  permanent  farm  employees  generally  provided 
housing  or  total  or  partial  rental  costs  paid.  In  general,  help 
of  this  type  is  good.  However,  seasonal  help  requiring  skill 
(such  as"  harvester  operators)  is  very  limited.  Farm  labor  is 
generally  available  from  local  residents,  contact  with  State 
Department  of  Employment  or  transient  people.  Seasonal 
help  is  obtained  by  hiring  a  labor  contractor  to  provide  a  crew 
of  field  workers.^ 

II.     NEED  FOR  MAINTAINING  THE  FAMILY-SIZED  FARM 

The  California  State  Grange,  submitted  a  statement  at  the  Davis 
meeting,  indicating  their  viewpoints  on  independent  farmer-sized  farms 
and  their  necessity  to  the  American  way  of  life : 

Since  its  organization  in  California  in  1873,  the  California  State 
Grange  has  championed  the  efficient,  independent  farmer-sized 
farm  and,  seemingly,  today  stands  almost  alone  in  its  endeavor  to 
hold  the  line  against  forces  which  are,  day  by  day,  destroying  this 
way  of  life.  The  best  illustration  of  the  vast  difference  in  ways 
of  life  is  between  the  present  independent,  efficient  family-sized 
farms  along  the  eastern  side  of  the  Great  Central  Valleys  in  Cali- 
fornia, largely  implemented  by  the  water  from  the  federal  reclama- 
tion projects  of  the  Central  Valleys.  Here  you  find,  individual 
farms,  busy  merchants,  thriving  banks,  modern  schools  full  of 
happy  children,  homes  as  modern  as  tomorrow,  and  altogether 
a  model  picture  of  rural  life. 

Then  take  a  trip  to  the  present  west  side  of  the  southern  portion 
of  the  Central  Valley  where  immense  corporate  type  of  agriculture 
is  dominant.  Contrast  the  dreary  picture  this  west  side  affords  with 
the  east  side.  On  the  west  side  you  drive  for  miles  without  seeing 
a  modern  home,  very  few  schools,  stores  that  are  of  a  secondary 
nature — however,  you  do  see  barracks  for  nationals  of  another 
nation  and  the  sad  temporary  places  of  abode  for  the  migrant 
workers.  We  have  no  ill-feeling  toward  these  people,  but  how  much 
better  it  would  be  for  this  present  western  side  of  the  valley  to  be 
peopled  by  the  same  kind  of  agriculture  as  now  prevails  on  the 
eastern  side  of  these  valleys.  If  you  transplanted  the  present  con- 
ditions on  the  western  side  of  these  valleys  to  the  eastern  side,  you 

'Paul  Enz,  Fresno  Hearing,  September  29,  1959. 
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would  remove  90  percent  of  the  banks,  over  90  percent  of  the 
business  homes,  90  percent  of  the  schools  would  be  empty,  90  per- 
cent of  the  homes  would  be  empty,  but  you  would  have  these  large 
land  holdings  with  migrant  workers  and  nationals  of  another  na- 
tion. Think  what  the  economic  impact  would  be  to  the  business 
of  the  State  with  all  these  potential  markets  removed. 

.  ,  .  Keep  the  efficient,  independent  farmer  on  his  land,  not  as 
a  sentimental  or  emotional  idea,  but  a  naked  economic  necessity  to 
the  proper  development  of  the  business  of  life  of  the  State.  How 
many  of  the  modern  necessities  of  1960  living  do  the  nationals  pf 
another  nation  or  the  migrant  workers  buy!  General  Electric, 
Westing-house,  Crane  Company,  RCA,  in  fact,  the  whole  indus- 
trial empire  depend  for  a  sizable  portion  of  their  business  on  the 
independent  farm  family  in  California  .  .  .^ 

III.     PROBLEMS  OF  THE  SMALL  FARMER 

President  of  the  Fresno  County  Farm  Bureau,  and  operator  of  a 
family-size  farm  in  the  Del  Key  and  Traver  areas,  consisting  of  cotton, 
irrigated  pasture,  alfalfa,  vineyard  and  grain : 

I  recognize  there  are  problems  for  the  smaller  farmer,  and  I 
have  been  one  for  20  years.  However,  I  have  been  aware  since 
1952,  of  the  changes  taking  place  in  agriculture  and  have  applied 
myself  vigorously  in  an  effort  to  overcome  some  of  the  handicaps 
of  being  a  small  farmer.  I  want  to  emphasize  this.  There  is  no  easy 
road  to  success  in  agriculture,  and  where  a  farmer  has  succeeded, 
it  has  usually  taken  a  lifetime  of  sacrifices  by  the  man  and  his  fam- 
ily to  achieve  his  goal. 

You  have  indicated  that  you  are  interested  in  the  problems_  oi 
the  small  farmers  and  the  impact  which  integration  is  now  making 
in  the  field  of  agriculture.  As  a  preliminary  to  study  these  prob- 
lems, I  find  it  necessary  to  classify  into  definite  categories  the 
types  of  farming  operations  now  prevailing  throughout  the  country. 
'  First,  the  corporation  farm  which  may  be  owned  by  one  family, 
but  is  usually  owned  by  a  group  of  investors. 

Second,  we  have  the  absentee  farm  owner  who  may  operate 
through  a  farm  manager  from  a  lease  to  operating  farmers.  In 
this  category  we  have  retired  farmers,  the  person  who  has  in- 
herited farm  property,  and  the  land  speculator  who  has  purchased 
rural  propertv  either  as  a  hedge  against  inflation  or  for  tax  pur- 
poses. According  to  a  recent  U.S.D.A.  release,  80  percent  of  all 
farms  purchased  since  1950,  have  been  by  nonfarmers. 

Three,  the  family-owned  and  operated  farm.  Increased  educa- 
tional standards,  together  with  increased  utilization  of  scientific 
and  technoloaical  advances,  now  make  it  possible  for  one  farmer 
and  his  family  to  farm  larger  acreages  and  to  produce  more  per 
acre.  For  the  most  part,  those  family-operated  farms  with  ade- 
quate financial  support  who  will  put  into  practice  the  latest  scien- 
tific know-how  have  fared  quite  well.  In  this  same  category,  we 
have  a  separate  problem,  that  of  the  family-operated  farm  possess- 
ing the  scientific  and  technological  know-how,  but  handicapped 

I  J.  B.  Quinn,  Davis  Meeting,  May  2,  1960. 
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by  a  lack  of  finaucial  support  find  it  diffieult  to  make  the  acljiist- 
ments  required  to  keep  pace  with  modern-day  needs.  Acquisition 
of  additional  land  and  facilities  has  been  made  extremely  difficult 
because  of  inflated  land  values  brought  about  by  the  influx  of  non- 
farmer  money  being  dumped  into  it.  Potentially,  this  is  the  most 
efficient  of  all  farm  operations. 

Four,  ^ve  have  the  part-time  farmer  vho  has  a  full-time  job  off 
the  farm  and  vrho  supplements  his  income  with  a  small  farm  oper- 
ation. A  hio-h  urban  wage  level  supplemented  by  a  wife's  income 
often  enables  this  farmer  to  purchase  land  at  a  relatively  high 
price  and  to  offer  it  at  a  relatively  low  efficiency  level. 

Fifth,  we  have  the  farm  dweller  who  through  physical  or  men- 
tal limitation  or  infirmities  of  old  age  are  unable  to  or  just  doesn't 
want  to  be  bothered  with  putting  forth  any  extra  effort  and  as  a 
result  has  a  family  income  that  does  not  permit  him  or_  his  family 
to  enjoy  anything  approaching  a  decent  standard  of  living. 

There  are  many  of  our  people  who,  having  found  difficulty  m 
obtaining  employment,  have  sought  refuge  on  the  farm.  The  same 
limitations  which  have  prevented  these  people  from  entering  fields 
of  o-ainful  emplovment  outside  of  agriculture  also  limit  their 
ability  to  farm  profitably.  This  farmer  has  his  counterpart  in  the 
city  and  should  be  considered  a  social  problem.  _ 

As  I  know  farming— and  I  have  spent  a  lifetime  in  it— it  is 
impossible  for  a  man  to  farm  say,  10  acres  of  land  divided  into 
two  or  three  crops  like  alfalfa,  grapes  and  fruit  trees  to  make  a 
decent  living.  Smallness  and  low  volume  are  problems  of  most 
businesses  todav.  and  farming  is  a  business  as  well  as  a  way  of 
life.i 
John  Luhmann  from  Bakersfield  testified: 

I  am  a  retired  farmer  and  live  on  my  farm  of  80  acres  .  .  . 
There  are  many  problems  facing  the  small  farmer  today.  Farm 
expenses  are  steadily  going  up,  while  prices  a  farmer  receives  for 
his  crops  are  going  down.  Property  taxes  are  up  every  year.  The 
manufacturing  of  "more  and  larger  farm  machinery  is  not  to  the 
best  interest  of  the  small  farmer  because  they  help  the  large  op- 
erators to  overproduce  and  cause  large  surpluses  of  farm_  crops. 
Due  to  the  declining  underground  water,  power  bills  are  going  up. 
Surface  irrigation  water  will  be  higher. 

The  Canal  Company  serving  my  area  is  asking  for  an  increase 
in  water  rates  of  more  than  three  times  as  high  as  they  have  been 
in  the  last  20  years  or  more.  With  state  construction  of  the  Feather 
River  Project,  with  irrigation  water  at  from  $15  to  $25  per  acre 
foot,  the  small  farmer  will  be  on  his  way  out. 

A  farmer  from  Glenn  County  who  raises  beef  cattle,  almonds  and 
prunes,  submitted  his  viewpoints : 

I  would  like  to  say  something  about  this  family-size  farm.  I  live 

ill  a  communitv  in  which  all  of  the  farms  are  family-size  farms 

.  and  they  vary  from  10  acres  to  200  or  300  acres,  and  most 

of  those  who  are  living  on  those  acreages  that  is  under  40  acres 

1  John  Stanley,  Fresno  Hearing,  September  29,  1959. 
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...  if  they  are  able  to  stay  there  .  .  .  they  are  staying  there 
because  their  wives  are  teaching  school  or  working  in  an  office 
or  because  they  are  working  out  part  time  .  .  .  and  it  seems  to  me 
that  it  just  is  getting  to  the  point  where  a  small  acreage — regard- 
less of  what  it's  in — unless  it  would  be  very  concentrated — as  in 
the  poultry  business  in  which  they  concentrate  a  .  .  .  quite  a  large 
effort  on  the  small  acreage,  or  orchard  ...  or  a  small  acreage  of 
orchards  might  make  it  because  it's  a  concentrated  type  of  farm- 
ing. But  other  than  that,  why  .  .  .  the  smaller  acreages  have  to 
have  supplement  income  from  the  outside.^ 

Cost-Price  Squeeze 

Since  1950,  farmers  have  been  faced  with  a  cost-price  squeeze, 
in  part,  the  net  results  of  these  forces  in  operation.  All  reliable 
projections  of  long-run  demand  and  supply  in  agriculture  indi- 
cates that  this  phenomenon  will  be  with  us  for  some  time.  Con- 
tinuous adjustments  in  farm  size  and  internal  efficiency  on  Cali- 
fornia farms  will  be  required. 

Major  causes  of  this  cost-price  squeeze  has  been  the  increased 
use  of  purchased  inputs  in  agriculture — the  prices  of  which  have 
increased  sharply  and  the  steady  decline  in  prices  received  by 
farms. ^ 

Shasta  County 's  Farm  Advisor  re-affirmed  this  problem  at  Ked  Bluff : 

Shasta  County  ranches  are  like  all  others.  They  are  caught  in 
the  price  squeeze  brought  on  by  rapid  rising  costs  and  the  decreased 
merchandise  prices  for  what  they  have  to  sell  ...  or  at  least  the 
prices  all  the  same  on.  Shasta  County's  number  one  crop  is  beef 
cattle.  So  far  as  we  can  figure  right  now,  there  is  somewhere 
around  40,000  head  of  cattle  in  the  county.  In  the  winter  time 
there  is  many  more  than  that  because  a  lot  of  them  come  in  from 
winter  pasture.  Feed  is  one  of  their  serious  problems  at  the  present 
time  .  .  .  brought  on  by  .  .  .  this  is  the  third  year  of  drought 
plus  a  decrease  in  feed  on  government  lands  by  increased  brush 
and  increased  undergrowth  in  national  and  state  forest  service 
lands  and  grazing  grounds.  Many  of  the  ranchers  speak  of  the 
vast  difference  in  the  condition  of  the  forests  today  compared  to 
25  to  40  years  ago.  They  say  they  are  rapidly  getting  worse  with 
more  brush  and  less  feed  for  cattle,  sheep  and  wildlife.^ 

Vertical  Integration  and  the  Small  Farmer 

Usually,  further  technological  innovation  on  the  farm,  plus  in- 
creasing the  size  of  the  operation  provide  the  answer  in  today's 
agriculture.  Many  who  have  been  unable  or  disinterested  for  one 
reason  or  another  in  making  such  adjustments  have  attempted  to 
meet  the  competition  in  one  or  of  two  ways.  Individual  producers 
have  entered  into  a  variety  of  types  of  contractual  arrangements 
with  processors  and  marketing  agencies  in  the  one  hand  and  with 
suppliers  of  inputs  on  the  other.  While  often  insuring  an  outlet 
for  their  products,  obtaining  access  to  needed  production  credit, 

1  Neil  Butler,  Red  Bluff  Meeting,  August  26,  1960. 

2  Dr.  C.  O.  McCorkle,  Davis  Meeting,  May  2,  1960. 

3  Jess  Bequette,  Red  Bluff  Meeting,  August  26.  1960. 
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and  perhaps  availing  themselves  of  technical  advice ;  this  type  of 
integration  reduces  the  scope  of  managerial  decisions  for  the  in- 
dividual producer.  In  the  extreme  case,  the  producer  is  reduced 
to  little  more  than  a  hired  laborer  with  his  income  approximating 
Visages.  This  type  of  integration,  which  has  become  widespread  in 
certain  types  of  production  in  other  regions  of  the  United  States, 
has  not  become  widespread  as  yet  in  California. 

At  the  other  end  of  the  integration  scale,  many  individual  pro- 
ducers, both  small  and  large,  have  organized  to  process,  market, 
purchase  or  bargain  co-operatively,  thus  availing  themselves  of 
many  of  the  advantages  of  large-scale  operation.  Opportunities 
for  producers  to  exercise  managerial  skills  are  thus  extended  be- 
yond the  individual  farm.  Producers  receive  the  benefits  of  profits 
ordinarily  taken  at  the  processing  level  and  even  at  the  marketing 
level  where  integration  extends  to  that  level.  Rapid  expansion  of 
one  grower-owned  firm  processing  fruits  and  vegetables  in  Cali- 
fornia— in  the  beginnings  of  a  second  in  evidence — attests  to  the 
profitability  of  this  type  of  integration.  Higher  contract  prices  of- 
fered to  producers  helps  to  attract  and  hold  members  and  insure 
adequate  supplies  of  raw  materials.  This  type  of  integration  de- 
mands competent,  informed  management — characteristics  farmers 
develop  in  highly-commercialized  agriculture.  This  form  of  inte- 
gration is  fully  consistent  with  the  long-run  maintenance  of  an 
independent  and  financialy  strong  agriculture  provided  individual 
members  continue  to  maintain  internal  efficiency  in  their  individual 
producing  units. 

The  need  for  further  empirical  research  into :  first,  the  effects 
of  size  of  operation  on  net  earnings  in  California  agriculture ; 
second,  the  impact  of  changing  market  organizations  and  structures 
on  individual  producing  units  should  be  obvious  from  this  dis- 
cussion.^ 

A  member  of  the  Rosedale  Farm  Center  declared  at  the  Bakersfield 
meeting  that : 

Vertical  integration,  in  general,  is  shortening  the  operations  be- 
tween industry  and  producer  than  between  producer  and  consumer. 

This  is  a  general  overall  problem  in  adjusting  to  a  higher  stand- 
ard of  living  through  higher  efficiency  in  operations.^ 

Bargaining  Power 

We  have  no  bargaining  power  whatsoever.  We  produce  a  crop. 
We  fight  the  elements,  we  fight  the  bacteria,  infections  of  all  kinds, 
and  then  we  haul  it  into  town  and  offer  it  at  the  market  at  what- 
ever price  is  offered  for  it.  We  have  no  bargaining  power  whatso- 
ever. Now,  I  would  like  to  take  that  into  integration  just  a  second 
and  compare  it,  if  I  may.  I  see  no  place  in  integration  that  would 
give  the  farmer  any  bargaining  power  as  to  his  criteria  of  the  food 
dollar.  I  believe,  that  in  certain  forms  of  integration  that  it  would 
seem  as  totally  destroying  smaller  farms;  simply  because  of  the 
different  economics  involved  by  the  various  segments  of  an  inte- 

1  Dr.  C.  O.  McCorkle,  Department  of  Agriculture  of  Economics,  University  of  Califor- 

nia, Davis. 

2  Paul  Enz,  Bakersfield,  September  30,  1959. 
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grated  program.  So,  if  we  are  to  live  by  integration,  or  if  we  are 
to  live  on  the  free  market,  it  seems  to  me  that  there  must  be  some 
form  of  legislation  that  would  give  ns  a  little  more  bargaining 
power. ^ 

The  Deputy  Director  of  the  State  Department  of  Agriculture  testi- 
fied at  Davis : 

.  .  .  Unregulated  or  unplanned  production  merely  accentuates 
the  problem  the  farmer  has  always  faced,  and  that  is  weak  bar- 
gaining power.  Because  the  farmer  markets  a  perishable  product 
he  has  never  been  in  a  position  to  store  his  product  and  wait  for  a 
proper  price  as  other  industries  are  able  to  do. 

.  .  .  First,  we  encourage  co-operatives  which  enable  farmers  to 
share  in  the  returns  possible  from  handling  or  processing  their  own 
produce.  Or  the  returns  possible  from  supplying  themselves  with 
the  factors  of  production. 

Second,  we  encourage  bargaining  associations.  A  bargaining  co- 
operative is  especially  appropriate  for  producers  not  in  a  position 
to  form  their  own  processing  co-op.  Through  a  bargaining  associa- 
tion, farmers  can  bargain  with  private  handlers  for  a  price  on  their 
product.  We  are  also  encouraging  the  use  of  self-help  marketing 
order  programs.  Marketing  orders  are  an  extension  of  a  co-opera- 
tive approach  which  enables  producers  to  do  for  an  entire  industry 
that  wliich  they  could  not  do  through  a  voluntary  co-op. 

.  .  .  Under  a  marketing  order  an  industry  may  influence  the 
point  of  intersection  of  supply  and  demand  curves.  In  agriculture 
we  often  hear  the  term  "supply  and  demand"  and  many  people 
say  that  we  should  not  finagle  or  fool  with  the  law  of  supply  and 
demand.  It  is  true  that  the  market  price  of  a  product  is,  for  the 
most  part,  determined  by  the  relationship  between  the  supply  of 
the  product  offered  and  the  existing  demand  for  it.  Other  indus- 
tries have  also  accepted  this  economic  law,  but  they  have  discovered 
that  price  may  be  influenced  either  by  changing  the  supply  or  by 
changing  the  den- and.  In  other  industries  a  firm  plans  what  amount 
of  production  it  can  market  profitably  and  production  is  set  at  this 
level.  Because  agricultural  people  have  net  yet  reached  this  stage 
of  planning,  they  continue  to  have  problems.  Through  a  marketing 
order  program,  farmers  are  able  to  approach  this  type  of  market 
planning.  By  research,  quality  control  or  promotion  they  are  able 
to  effect  a  clemand.  By  evening  out  the  flow  to  market  or  by  mar- 
keting produce  they  are  able  to  effect  the  supply.  In  either  case, 
the  remit  is  normally  an  improvement  in  price  and  brings  agri- 
culture closer  to  acting  alike  or  similar  to  other  private  enterprise 
industries  in  Am.eriea. 

Ftecently  questions  have  arisen  as  to  the  legal  rights  of  producers 
to  organize  and  bargain  collectively.  At  the  request  of  this  com- 
mittee, the  Department  of  Agriculture  is  studying  the  question  of 
the  legal  rights  of  co-operative  bargaining  associations.  The  Di- 
rector of  Agriculture  is  directed  by  the  Agricultural  Code  to  pro- 
mote and  encouraa:e  such  associations.  We  do  not  believe  it  would 


'Charles  Paul,  Fresno  Hearing,  September  29,  1959. 
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be  proper  for  us  to  promote  or  encourage  bargaining  associations 
if  a  producer  could  be  discriminated  against  by  reason  of  member- 
ship in  such  association.  Therefore,  if  we  find  legal  protection  for 
members  of  bargaining  associations  is  inadequate,  then  in  com- 
pliance with  the  direction  we  have  received  from  this  committee 
we  will  reconnuend  to  the  next  session  of  the  Legislature  sufficient 
changes  in  the  code  to  provide  the  protection  necessary. ' '  ^ 

Marketing 

A  Kern  County  Grange  member  testified  in  Bakersfield: 

To  my  own  personal  understanding,  the  family-sized  farm  is 
giving  way  to  the  larger  organizations  in  farming. 

The  ever-increasing  costs  that  the  family-sized  farmer  must  pay, 
combined  with  the  ever-decreasing  prices  that  he  must  receive  and 
the  limitations  that  he  must  observe  are  driving  the  family-sized 
farmer  off  the  land.- 

A  small  truck  farmer  in  Fresno  County,  who  had  been  making  a 
living  off  his  two  acres,  raising  radishes,  green  onions,  turnips,  mustard 
greens,  etc.,  for  the  past  15  years,  found  it  impossible  to  continue : 

.  .  .  You  can't  sell  to  the  stores  anymore.  The  wholesale  houses 
won 't  let  you  do  that.  You  have  to  sell  to  the  wholesale  houses,  and 
the  last  three  years  I  went  behind  because  I  couldn't  sell  to  the 
stores.  See,  before  I  sold  to  the  stores  all  the  time,  and  now  they 
forced  us  to  sell  direct  to  their  wholesale  house  because  I  couldn't 
supplv  these  big  stores,  there  are  so  many  of  these  big  chain  stores 
that  I  couldn't  supply  all  of  them.  I  had  to  supply  a  certain  amount 
of  them  and  they  didn't  want  a  few  of  them,  they  didn't  want  to 
buy  them  from  me.^ 

He  recommended :  ' '  Always  find  out  if  he  has  a  market  before 
he  starts  to  raising  because  I  've  seen  several  guys  go  broke  on  40 
acres.  If  vou've  aot  the  market  beforehand,  go  around  the  whole- 
sale houses  and  ask  them  if  they'll  take  the  stuff  beforehand. "  =^ 

Victor  S.  Cerro,  President  of  the  Kern  County  Farm  Bureau  indi- 
cated at  Bakersfield  that  co-operatives  give  aid  to  the  small  farmers  in 
their  marketing  problems: 

There  were  times,  perhaps,  when  the  small  farmer  had 
some  problems  in  marketing  his  crops.  Today,  many  of  these 
problems  have  been  solved  through  the  voluntary  organizations  of 
individuals  into  co-operatives.  The  marketing  of  a  crop,  with  many 
small  lots,  is  put  into  the  hands  of  one  organization  for  greater 
strength  in  the  market.  ...  the  farmer  has  found  that  he  alone 
cannot  make  a  market,  but  a  large  co-op,  which  in  many  cases 
markets  crops  the  year  around,  or  carries  surplus  crops_  over  to 
lean  crop  years,  can  do  this  job  very  satisfactorily  for  him. 

1  Dr.  James  T.  Ralph,  Davis  Hearing,  May  2,  1960. 

2  Ambert  E.  Hartle,  Bal^ersfleld  Hearing,  September  oO,  1959. 

3  Merle  Preo,  Fresno  Meeting,  September  29,  1959. 
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A  representative  of  the  California  Farm  Research  and  Legislative 
Committee  indicated : 

To  my  mind,  the  type  of  family  operation  we  seek  to  protect 
and  perpetuate  is  an  efficient  unit  of  a  size  large  enough  to  yield 
the  volume  of  commodities  which  can  be  sold  at  a  fair  profit.  This 
fair  profit  would  and  should  be  made  possible  by  providing  oppor- 
tunities for  the  farmer-owner  to  take  full  advantage  of  all  tech- 
nological improvements  consistent  with  the  size  of  the  unit ;  afford- 
ing him  machinery  through  state  and  federal  marketing  agree- 
ments to  tailor  production  to  estimated  market  requirements; 
making  provision  for  government  storage  of  nonperishable  com- 
modities through  parity  supports,  nonrecourse  loans  and/or  export 
payments  where  required;  making  similar  provision  for  perish-  i 

ables    through    government    purchase    programs ;    incentive    pay-  " 

ments  or  income  deficiency  payments  to  achieve  a  fair  price  to 
farmers  at  the  lowest  possible  cost  to  consumers  and  taxpayers.^ 

Urbanization 

In  Santa  Clara  County,  Mr.  R.  V.  Garrod,  a  farmer  in  the  area 

since  1892,  stated : 

Urbanization — biggest  problem.  We  have  small  farms  that  the 
owners  used  to  own  and  work  and  now  the  owners  or  successors 
usually  rent  those  places  and  have  gotten  themselves  another  job 
and  go  backwards  and  forwards  to  town  working  on  some  type 
of  industry.  "We  have  the  school  problem  and  the  market  problem 
as  far  as  I  am  concerned  has  been  worked  out  ...  I  haven't  got 
any. 

A  representative  of  the  Tehama  County  Association  of  Soil  Conser- 
vation District  told  of  the  problem  the  northern  counties  are  facing: 

The  family-size  farm  ...  as  we  generally  think  of  family  size 
farm  are  going  out  because  in  a  lot  of  places  ...  of  what  I_  re- 
ferred to  .  .  .  are  taking  the  better  soils  ...  or  best  soil  .  .  .  high- 
ways, parks,  subdivisions  because  they  can't  afford  to  go  out  there 
and  get  enough  acreage  to  do  any  good.  The  family  size  may  be 
20  acres  and  maybe  1,200  acres  or  1,500  acres,  depends  entirely 
upon  the  soil  that  is  in  that  farm.  If  we  continue,  in  the  State  of 
California,  to  take  our  best  soils  out  of  production  for  highways 
and  beaches  and  parks  and  we  know  we  need  recreation  and  we 
know  we  need  highways,  but  if  we  continue  to  do  that  .  .  .  some- 
day in  the  State  of  California  there  is  not  going  to  be  land  enough 
to  begin  to  raise  enough  food  for  the  people  to  use.- 

The  Santa  Clara  Planning  Commission  representative  explained  the 
problem  that  prevails  in  this  agricultural  area : 

Santa  Clara  County  is  a  county  full  of  small  farms  and  every 
farm  we  lose  is  a  small  farm  because  the  land  is  so  fertile  that  it 
has  been  economically  feasible  to  use  a  very  small  unit  of  land 
have  a  very  productive  agriculture,  and  consequently  our  farms  are 

1  Joe  C.  Lewis,  Bakersfield  Hearing,  September  30,  1959. 

2  Lynn  Raymond,  Red  Bluff  Hearing,  August  26,  1960. 
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not  thousands  of  acres,  generally  speaking,  but  they  run  from  15, 
20  and  maybe  30  acres  is  an  averag-e  farm  and  these  are  the  kind 
of  people  that  cannot  stand  the  high  taxes,  the  production  of  this 
land  .  .  .  true  the  bountiful  earth  does  produce  well — ^but  the 
margins  of  operation  are  low  on  these  kinds  of  activities  and  when 
taxes  go  up  and  when  the  security  of,  is  wiped  out  by  speculation 
then  the  farmer  is  really  in  trouble  and  that's  our  problem  here. 
Many  farmers  don't  want  to  sell  their  land,  but  they  have  to 
sell  out  because  of  the  way  in  which  the  economics  situation  has 
been  distorted  by  the  speculative  aspects  of  this  problem. 

There  is  no  question  about  the  fact  the  assessed  value  of  the 
county  has  been  increasing  as  the  growth  has  been  taking  place. 
The  industry  that  come,  and  the  people  that  come,  and  the  prob- 
lems that  come  along  with  it.  Now  the  question  is,  is  the  assessed 
value  increasing  the  assessed  value  proportionate  to  the  magnitude 
of  the  problems  that  are  developing  along  with  it.  The  half -billion- 
dollar  highway  program  we  face,  is  one  case  in  point.  Now  this  is 
something  that  is  new.  This  is  going  to  be  saddled  onto  the  farmer 
as  well  as  on  the  urbanite,  but  it  is  the  urbanite  that  has  produced 
the  freeway  problem  and  the  expressway  problem  and  the  major 
thoroughfare  problem  that  we  have,  and  it  seems  to  me  that  this 
inequity  revolves  around  who  benefits  from  the  expansion  and 
how  much  can  you  penalize  the  agricultural  unit  in  this  regard. 
Is  it  really  right  and  practical  for  us  to  penalize  them  out  of  busi- 
ness in  a  place  where  the  soil  is  so  productive  that  agriculture  still 
in  the  county  is  one  of  the  major  economic  legs,  and  our  projec- 
tions for  1975  indicate  that  by  the  time — if  we  continue  to  do 
what  we  have  been  doing  in  the  last  10  years  we  will  not  have  any 
of  it  left.  We  will  practically  have  absorbed  every  bit  of  our  land 
into  urban  use. 

There  is  the  problem,  too,  now  you  take  1950,  when  I  first  ap- 
peared on  the  scene.  There  wasn't  a  single  school  district  in  this 
county  that  was  impoverished.  Every  one  of  them  was  functioning 
all  right  within  the  framework  of  its  bonding  capacity  and  the 
traditional  scheme  of  taxation.  But  now  every  one,  not  every  one 
of  them,  but  almost  all  of  them  in  the  metropolitan  area  are  im- 
poverished and  operating  under  state  aid  and  they  are  all  bonded 
up  to  the  limit  of  their  bonding  capacity  and  they  still  haven't 
got  enough  bonding  capacity  to  build,  well  we  are  building  two 
schools  a  month,  two  elementary  schools  a  month  in  this  county 
and  this  it  seems  to  me  gives  them  another  measure  of  what  we 
are  going  through  and,  obviously,  we  aren't  able  to  pay  for  it.  The 
new  urban  population  coming  in  isn't  able  to  pay  for  it.  We  are 
having  to  borrow  from  the  State  in  order  to  do  it  and  w^e  are 
relying  on  the  State  to  build  a  quarter  of  a  billion  dollars  worth 
of  freeways  and  we  think  that  we  may  possibly  get  some  of  it 
built  10  j^ears  from  now,  but  we  are  not  too  sure. 

...  I  would  like  to  say  this,  that  your  appraisal  of  what 's  going 
to  happen  to  California  in  the  future,  I  think  is  very  right  and 
maybe  if  only  5  percent  of  the  economy  is  agriculture  in  the  future, 
we  should  be  careful  that  agriculture  is  not  out  on  the  desert 
somewhere  on  the  worst  soil  in  the  State,  but  that  it's  on  some 
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of  the  prime  soil  in  the  State  where  it  can  compete  effectively 
with  and  pay  for  the  irrigation  water  and  the  other  things  that 
it  has  to  buy  in  competition  with  urban  area.  Agriculture  is  never 
going  to  be  able  to  compete  fairly  on  submarginal  soil  and  my 
contention  is  that  where  you  have  your  good  soil  there  should  be 
some  effort  made  to,  potentially  in  the  long-term,  that  we  do  have 
at  least  a  partial  stay  to  our  economy  in  agriculture.  I  am  also 
content  that  this  distribution  of  population  in  the  metropolitan 
areas  has  a  great  deal  to  do  with  the  strength  of  the  economy. 
For  instance,  in  the  case  of  San  Jose,  there  are  19  rural  school 
districts  now,  none  of  which,  all  of  which  are  dependent  upon  their 
own  resources.  They  are  ' '  bedroom  school  districts, ' '  they  are  rural 
school  districts  Avhich  are  completely  composed  of  residential  de- 
velopment on  agricultural  land.  They  have  on  tax  base,  one  of  the 
things  that  certainly  could  be  studied  would  be  some  way  of  re- 
distributing the  tax  money  for  school  purposes  in  metropolitan 
areas  so  as  to  more  equitably  support  school  programs  in  these 
areas  where  there  is  no  tax  base,  it's  just  residences  and  agricul- 
ture and  they  struggle  along  as  best  they  can  with  high  tax  rates, 
some  of  them  $4  and  $5  tax  rates  which  practically  make  a  farmer 
in  a  situation  like  that  inoperative. 

I  think  it 's  something  that  the  committee  might  look  into  as  to 
how  we  could  better  distribute  the  cost  of  school  taxes  onto  a  basic, 
like  a  metropolitan  area,  so  that  one  school  district  doesn't  become 
impoverished  and  is  in  debt  to  the  State  up  to  its  neck  and  the 
other  school  districts  which  happen  to  be  lucky  enough  to  get 
Lockheed  or  Ford  sitting  in  the  middle  of  them,  and  all  the  people 
that  work  at  Lockheed  and  Ford  live  out  in  some  little  rural  school 
district  somewhere,  they  get  no  help  whatsoever  from  the  addition 
of  that  tax  base  to  the  school  district.  Now  in  this  county,  three 
of  our  big  industries  are  sitting  in  little  school  districts  that  are 
out  in  the  country  I  might  say.^ 

Taxes 

Farm  tax  costs  are  mounting  rapidly.  Many  ranchers  in  Shasta 
County  feel  there  is  not  an  equitable  distribution.  For  instance, 
no  cow  in  California  is  exempt  from  tax  or  any  other  phase  of 
farming  .  .  .  that  is  exempt  from  tax.  It  doesn't  matter  if  the 
calf  is  born  before  March  1st  or  when  .  .  .  they  have  to  pay  taxes 
on  it.  .  .  .  but  lumber  industries  have  cut  over  lands  exempt  for 
a  period  of  40  years.  It  is  thought  by  many  of  these  fellows  that 
they  are  harvesting  poles  continually  from  good  .  .  .  and  selling 
them  for  a  good  price  ...  of  that  same  land  that  is  exempt  from 
tax.  Big  construction  and  logging  equipment  is  depreciated  out 
in  a  few  years.  One  logger  brags  about  his  20-year-old  truck  de- 
preciated about  15  years  ago  from  tax,  is  still  bringing  him  $100 
per  day.  Our  farmers  are  wondering  is  this  a  fair  ...  is  this  an 
equitable  distribution  of  taxation — Jess  Bequette,  Shasta  County 
Farm  Advisor  at  Red  Bluff. 


1  Carl  Belser,  San  Jose  Hearing,  October  15,  1959. 
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Waier 

A  farmer  testified  at  Bakersfield: 

We  all  know  onr  water  table  is  falling  fast  here.  And  I  think 
we  should  stop  reclaiming  new  land  and  putting  down  more  wells 
on  new  land  until  we  get  more  water.  It  just  doesn't  make  sense 
expanding  when  we  are  already  raising  too  much  and  taking  out 
land  because  of  lack  of  water. ^^ 

labor 

At  Ked  Bluff,  the  representative  of  the  Butte  County  Farm  Bureau, 
and  Agriculture  Director  of  Chico  State  College  brought  to  the  at- 
tention of  the  committee  the  problem : 

I'd  like  to  say  on  this  labor  situation  as  it  affects  the  small 
farmer.  Organized  labor  is  saying  that  they  are  out  to  get  the  cor- 
poration farm  .  .  .  the  big  farmer  .  .  .  and  they  are  all  for  the 
family  farm,  but  the  way  it  looks  to  me  is  that  these  larger  farms 
can  probably  afford  to  mechanize  .  .  .  they  have  the  capital  to 
do  it  and  I  have  seen  peach  mechanization  where  they  cut  the  cost 
...  $10  worth  of  peach  picking  down  to  $2  worth  of  peach  picking 
.  .  .  this  can  be  afforded  by  the  larger  establishments  and  it  can't 
by  the  small  farmer  ...  so  this  unionization  of  farm  labor  could 
probably  do  more  harm  to  the  family  farm  than  it  could  to  the 
large  farm.^ 

Manager  of  the  Bakersfield  Production  Credit  Association  and  Kern 
County  National  Farm  Loan  Association,  and  speaking  for  the  Rose- 
dale  Farm  Center  testified: 

Farming,  particularly  of  perishable  crops  is  inevitably  hazard- 
ous. In  addition  to  weather,  insects,  water  supply  and  prices,  there 
are  the  problems  of  an  unstable  and  unreliable  labor  supply  at 
critical  moments.^ 

IV.     SMALL  FARMS  DECREASING  IN   NUMBER? 
GIVING  WAY  TO  CORPORATE  FARMS? 

.  .  .  Farm  population  dropped  more  sharply  during  1950,  to 
1957,  than  during  any  other  similar  period  on  record.  The  big 
drop  in  farm  population  came  during  the  period  of  big  farm  pro- 
grams. Government  farm  programs,  in  general,  have  made  the 
already  successful — more  successful,  and  the  least  successful — 
further  handicapped.  Young  people  have  been  and  are  leaving  the 
farms  in  unprecedented  numbers.  The  reason  is  clear.  There  is 
more  money  in  town  .  .  .  jobs  offering  our  young  people  a  higher 
standard  of  living.  At  the  same  time  there  has  been  a  great  influx 
of  nonfarmer  investments  into  farming  for  reasons  other  than  for 
straight  income. 

Now,  what  does  this  all  mean  iji  respect  to  our  conventional  con- 
cept of  agriculture?  First,  the  number  of  farms  has  decreased  by 
111  percent  since  1950.  Second,  between  the  period  of  1950  to  1954, 
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the  average  farm  increased  in  size  by  12-|  percent,  or  more  than 
26^  acres,  and  has  been  more  rapid  since.  The  average-size  farm  in 
the  United  States  in  1954  was  240.2  acres.  In  1935,  there  were 
6,812,300  farms  of  which  47.1  percent  were  fully  owner  operated. 
In  1954,  there  were  4,782,416  farms  of  which  57.2  were  fully  owner 
operated.  The  significance  of  this  fact  must  not  be  overlooked. 
Although  there  has  been  a  decline  in  the  total  number  of  farms, 
there  has  been  a  substantial  percentage  of  increase  in  the  percent- 
age of  fully  owner-operated  farms.  There  has  been  no  substantial 
increase  in  the  total  number  of  acres  devoted  to  agriculture  in  re- 
cent years.  These  figures  were  obtained  from  the  1954  census 
report.^ 

A  representative  of  the  California  State  Grange  declared  at  Bakers- 
field  : 

The  small  farmers  are  decreasing  and  large  operators  are  in- 
creasing and  buying  up  ...  I  know  that  around  in  my  community 
where  the  larger  operators  are  buying  out  the  small  ones  and  in- 
corporating into  larger  farms. 

Factors  contributing  to  the  disappearance  of  the  family-size 
farm  are :  improper  legislation,  politics  and  the  corporate  farmer 
influence  of  the  federal  farm  program.  It  is  becoming  harder,  day 
by  day,  for  the  family-size  farmer  to  exist  against  these  ever- 
mounting  odds.  More  and  more  people  who  have  earned  money  in 
other  businesses  or  professions  wanting  to  speculate  and  evade  the 
federal  income  tax  program  contribute  to  the  overproduction  and 
lower  markets.  This  creates  hardships  on  the  small  farmer  who 
depends  on  the  small  acreages  for  his  whole  living. 

Family-size  farmers  are  decreasing  according  to  official  govern- 
ment figures  and  corporate  farmers  and  the  big  money  people  are 
saying  there  is  no  place  in  farming  for  the  little  man  any  more. 

Any  community  that  is  made  up  of  family-size  farms  and  farm 
families,  schools,  churches,  community  service  organizations,  help 
to  make  a  stronger  and  healthier  America  than  thousands  of  acres 
of  the  corporate  farms  with  shacks  for  the  transient  farm  labor. 

A  good  example  of  this  is  the  west  side  of  our  own  San  Joaquin 
Valley.  Therefore,  I  say  a  community  made  up  of  family-size  farms 
are  much  more  desirable  than  the  large  corporate  farms  of  the 
absentee  landowners  who  are  waiting  for  a  government  handout 
from  the  farm  program. ^ 

The  Kern  County  Grange  energetically  urges  that  every  avenue 
of  agreement  be  explored  with  all  possible  promptness  to  the  end 
that  we  eneouras-e  large  corporations  to  portion  out  land  in  family- 
size  leases  may  become  a  reality  as  soon  as  possible  so  that  Kern 
County  may  realize  its  benefits  at  the  earliest  date. 

As  usual  the  family-size  farmer  congested  in  certain  areas  where 
there  were  some  future  period  that  they  were  able  to  buy  this 
land.  But  today,  you  cannot  expand  out,  and  their  acreage  allot- 
ment is  so  reduced,  and  still  it's  being  applied  to  new  acreage. 
Development  of  new  acreage,  some  of  this  cotton  allotment  goes 

1  John  Stanley,  Fresno  Hearing-,  September  29,  1959. 
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to  new  acreage,  and  for  the  family-size  farmer,  south  of  town  as 
I  know,  many  of  them  are  being  cut;  even  more  cut  in  acreage 
allotment  as  I  understand  this  year.^ 

******* 

Family  farms  are  not  giving  away  to  corporate  farms,  however, 
family  farms  are  getting  larger  by  necessity.  We  find  our  margin 
of  profit  per  unit  produced  is  continually  narrowing  because  of 
higher  costs  of  farm  equipment  and  machinery,  utilities,  freight, 
labor,  taxes,  pest  control,  farm  supplies  and  deeper  water  lifts 
with  a  continual  decline  in  average  prices  received  for  our  farm 
products.^ 

The  President  of  the  Kern  County  Farm  Bureau  asserted  the  con- 
trary at  the  Bakersfield  meeting : 

I  do  not  believe  that  the  family-size  farm  is  giving  way  to  the 
corporate  farm,  but  I  do  believe  that  the  large,  more  economical 
family-size  farm  is  replacing  the  inefficient,  small  subsistence  farm 
which  provides  no  more  than  a  substandard  living  for  its  owner. 
I  learned  just  yesterday  that  there  are  over  1,000,000  farms  in  the 
United  States  with  incomes  of  $1,000  or  less  per  year.  I  am  sure 
that  this  is  not  the  type  of  farm  that  anyone  would  like  to  see  exist 
in  California. 

Farms  must  grow  larger  to  be  able  to  pay  for  the  expensive 
equipment  which  today's  mechanized  farms  require.  In  many  cases 
the  equipment  and  wells  needed  to  farm  80  acres,  will  easily  farm 
160  or  more  acres.  There  is  a  natural  trend  for  that  farmer  to  try 
to  increase  his  acreage  to  keep  pace  with  his  investment.  Still 
another  problem  that  leads  to  larger  acreage  is  the  shortage  of 
labor.  The  farmer  must  replace  this  labor  shortage  with  equip- 
ment, and  in  order  to  keep  this  expense  busy,  he  must  acquire 
more  land.^ 

Dr.  C.  0.  McCorkle,  Department  of  Agriculture  of  Economics,  Uni- 
versity of  California,  testified  at  Davis: 

Farm  size  whether  measured  in  acres  or  gross  returns  for  oper- 
ator or  capital  inputs  or  any  other  of  the  conventional  methods 
has  increased  steadily  in  California.  This  increase  is  reflected  in 
each  of  the  eight  major  districts  of  the  State ;  though,  the  increase 
has  been  greater  in  some  districts  than  in  others. 

This  change  has  been  due,  in  part,  to  new  land  being  brought 
into  cultivation,  but  primarily  to  consolidation  of  existing  farms 
into  larger  units  with  a  corresponding  decline  in  the  number  of 
farms.  This  has  been  particularly  marked  during  the  past  eight 
years,  when  farm  numbers  in  California  have  dropped  from  144,- 
000  to  131,000  that  is  from  the  period  1950  to  1958.  I  might  point 
out,  in  passing,  that  there  are  differences  in  figures  that  you  will 
find  on  farm  numbers  depending  upon  the  source  of  information. 
This  information  happens  to  come  from  estimates  from  the  U.S. 
Department  of  Agriculture  rather  than  census  estimates. 

1  Gilbert  Dalton,  Bakersfleld  Meeting,  September  30,  1959. 
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Indicative  of  the  economic  pressures  placed  on  small  farms  is  the 
fact  that  between  1950  and  1954,  about  95  percent  of  the  decrease 
in  farm  numbers  took  place  on  farms  under  180  acres.  Of  this 
number,  63  percent  were  in  farms  of  under  30  acres.  In  terms  of 
value  of  products  sold,  the  more  realistic  measure  of  size,  it  seems 
to  me,  the  sales  per  farm  measured  in  constant  dollars  rose  from 
about  49  hundred  in  1940,  to  82  hundred  in  1954.  In  terms  of  effi- 
ciency in  resource  use,  available  evidence  certainly  indicates  that 
inefficiency  concentrates  in  the  small  farms,  that  is,  those  selling 
less  than  $5,000  worth  of  farm  products  .  .  . 

Farm  size  increases  in  California  have  taken  place  primarily  for 
three  reasons :  ( 1 )  technological  advances  making  large-scale  farm- 
ing possible  and  profitable;  (2)  economic  pressures  for  greater  effi- 
ciency; (3)  changes  in  the  structure  ofmarkets  facing  producers 
both  on  the  buying  and  selling  sides. 

These  forces  are  by  no  means  independent  of  one  another,  and 
in  most  instances  they  have  been  mutually  re-enforcing.  Techno- 
logical change  in  agriculture  is,  ordinarily,  output  increasing  caus- 
ing increased  production,  lower  prices  and  increased  pressure  for 
greater  efficiency  in  the  use  of  all  resources  on  the  farm  including 
further  technological  change.  Since  the  adoption  of  technological 
innovation  in  agriculture  usually  requires  sizable  capital  invest- 
ment, fixed  costs  of  farming  rise,  adding  further  impetus  to  in- 
creasing farm  size  in  an  effort  to  spread  these  increased  costs  over 
more  units  of  output  ... 

Any  discussion  of  farm  size,  particularly  as  agriculture  continues 
to  become  more  commercialized,  more  is  mentioned  of  the  concept 
of  the  "family  farm"  for  whatever  this  may  mean.  Unfortunately, 
rather  gross  misconceptions  have  been  perpetuated  by  defining  the 
family  farm  in  terms  of  a  given  number  of  acres  and  sources  of 
labor. 

Basically,  the  family  farm  has  always  been  correctly  defined 
only  in  terms  of  the  source  of  management.  As  new  technology  is 
introduced  in  agriculture,  necessary  adjustments  in  farm  organ- 
ization and  size  call  for  increased  managerial  capacity  of  individ- 
uals. Thus,  a  realistic  definition  of  the  family  farm  today,  and 
historically  for  that  matter,  can  only  be  in  terms  of  management 
and  capital  in  the  hands  of  the  farm  operator  and  his  family.  Thus, 
family  farms  for  today's  agriculture  may  include  today's  large 
commercial  farming  operation  as  well  as  those  where  the  operator 
and  his  family  still  provide  the  labor.  The  fact  that  many  small 
farms  continue  to  exist  is  often  used  to  support  for  the  argument 
that  these  farms  must  be  highly  efficient  and  can  compete  with  the 
larger  farms.  This  fallacious  argument  stems  from  lack  of  under- 
standing of  the  nature  of  farm  earnings.  In  these  smaller  opera- 
tions, the  farmer  is  the  source  of  capital,  labor  and  management. 
His  earnings  accrue  from  three  sources :  interest  on  his  investment ; 
wages  for  his  labor;  and  profits  from  his  management.  If  he  is 
willing  to  accept  below  market  rates  of  return  on  one  or  more  of 
these  elements,  as  most  small  farmers  today  are  doing,  he  can 
remain  in  business  for  extended  periods  of  time.  Realization  of 
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these  facts,  plus  excellent  opportunities  for  themselves  have  ac- 
counted for  a  large  drop  in  the  numbers  of  small  farms. 

One  further  misconception  with  respect  to  farm  size  has  resulted 
in  much  misunderstanding  across  the  nation,  perhaps  more  outside 
of  California  than  within. 

The  idea  is  widely  held  that  large-scale  commercial  farming  and 
corporation  farming  are  synonymous.  It  is  true  that  the  few  very 
large  farming  ventures  are  generally  incorporated  business  entities. 
But  thousands  of  family  farms  today  across  the  nation  are  being 
incorporated  in  order  to  finance  their  operation  more  readily,  to 
protect  the  farm  family  assets,  to  facilitate  continuity  in  owner- 
ship and  control  or  for  other  reasons.  While  such  practices  tend 
to  be  frowned  upon  by  many  persons  observing  agriculture  today, 
it  is  difficult  to  condemn  informed  farmers  for  availing  themselves 
of  the  business  techniques  and  practices  that  can  assist  in  manage- 
ment in  managing  a  farm  operation  for  profit. 

The  point  was  made  earlier  that  a  factor  influencing  size  in 
agriculture  in  California  today  was  the  change  taking  place  in  the 
organization  of  markets  in  which  farmers  buy  and  sell.  Volume 
discounts  on  materials,  free  technical  services  and  free  use  of  cer- 
tain types  of  equipment  are  examples  of  the  savings  in  inputs 
accruing  to  commercial  farm  operations  today.  The  major  pressure 
toward  larger  farm  operations,  however,  is  coming  from  the  mar- 
kets to  which  farmers  sell.  It  is  particularly  true  in  such  California 
specialties  as  fruits  and  vegetables,  but  it  extends  to  other  com- 
modities such  as  livestock  and  milk  as  well.  One  research  project 
currently  underway  is  examining  the  effects  of  market  organiza- 
tion on  location  and  operation  of  market  milk  dairies  in  the  Los 
Angeles  milkshed. 

Toda.y,  buyers  of  man}-  agricultural  commodities  want  to  specify 
volume,  quality  and  time  of  delivery.  Furthermore,  as  in  the  case 
of  fresh  fruits  and  vegetables,  the  farmer  who  can  furnish  the 
volume  and  quality  of  a  variety  of  products  over  a  long  season  is 
in  a  position  to  obtain  substantially  more  favorable  prices.  Again, 
I  am  referring  to  fruits  and  vegetables.  When  some  farmers  avail 
themselves  of  price  advantages  by  meeting  the  demands  of  the 
buyer,  other  producers  are  in  a  poorer  competitive  position  and 
must  adjust  to  meet  this  competition. 

V.     FAMILY-FARM  SAFEGUARD-THE  CO-OPERATIVE 

The  Executive  Secretary  of  the  Butte  County  Farm  Bureau  testified 
at  Red  Bluff  the  area  in  which  small  farms  could  receive  aid : 

The  Executive  Committee  of  the  Butte  County  Farm  Bureau 
discussed  the  subject  this  committee  wished  to  hear  testimony  on. 
The  committee  felt  that  the  farmer-owned  co-operatives  are  the 
primary  safeguard  of  the  family  farm.  Through  these,  the  producer 
is  able  to  provide  the  market  with  a  quality  of  product  that  would 
be  found  acceptable ;  to  stabilize  the  production  and  marketing 
costs  so  as  to  place  the  producer  in  a  sound,  economic  position  and 
provide  the  buying  public  with  a  standardized,  high-quality  prod- 
uct economically  priced.  And  we  brought  up  the  question,  the 
family -size  farm.  It  w^as  felt  by  the  group  that  they  have  kind  of 
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lost  the  definition  of  a  family -size  farm.  ...  It's  hard  to  nnder- 
stand  noAV  jnst  wliat  the  people  are  meaning  when  they  say  family- 
size  farm  because  of  the  economic  growth  of  this  country  .  .  .  that 
it  is  really  hard  to  define,  and  one  of  the  fellows  had  this  statement 
to  say : 

' '  We  must  recognize  that  the  family  farm  varies  in  size  with  the 
variety  of  crops  produced.  The  economic  size  for  one  crop  is  not 
necessarily  the  economic  size  for  all  crops.".  .  .  My  personal  opin- 
ion, since  I  have  been  working  with  the  farm  people  and  visiting 
the  different  growers  in  different  commodities  that  .  .  .  the  ones 
I  have  met,  dairymen,  etc.,  .  .  .  what  is  good  for  one  commodity 
or  group  of  commodities  doesn't  always  hold  true  for  one  com- 
modity or  another  group  of  commodities  as  far  as  farm  co-ops.  One 
feature  of  a  farm  co-op  I  think  essential-is  the  management  phase 
of  it.  To  have  a  good  co-op  you  must  have  an  efficient  management 
running  that  co-op  for  your  farmers  .  .  .  they  are  governing  what 
you  do  .  .  .  you  should  have  men  that  are  capable  of  looking  for 
your  interests  and  not  looking  for  theirs.^ 

Tad  Tomita,  strawberry  grower  from  San  Jose  iterated: 

It  is  my  conclusion  that  in  the  berry  industry  the  co-operative 
form  of  association  is  the  best  solution  for  the  average  size  family 
operator.  This  is  because  in  contrast  to  many  other  commodities, 
economies  are  not  gained  by  expansion  beyond  a  five  to  ten-acre 
operation.  A  five-acre  strawberry  farm,  for  example,  in  an  average 
price  year,  wdth  three  members  of  the  family  contributing  to  man- 
agement and  labor  in  the  various  processes  from  planting  to  pick- 
ing should  net  approximately  $10,000.  Of  this  sum,  the  full-time 
head  of  the  family 's  share  would  be  $5,000  and  that  of  each  of  the 
part-time  members  of  the  family  $2,500.  In  addition,  seasonal  farm 
labor  must  be  employed  at  harvest  time.  By  banding  together  in  a 
co-operative  such  families  have  demonstrated  that  as  owners  of  a 
fresh  shipping,  frozen  processing  and  marketing  organization,  they 
can  realize  savings  which  as  independent  operators  would  be  closed 
to  them. 


1  LeRoy  Bader,  Red  Bluff  Meeting,  August  26,  1960. 


CENSUS  STATISTICS  ON  CALIFORNIA  AGRICULTURE 

Dr.  Kenneth  R.  Farrell,  extension  economist  in  marketing,  Univer- 
sity of  California  Agricultural  Extension  Service : 

The  total  land  area  of  California  consists  of  a  little  more  than 
100  million  acres.  Of  this,  about  10|  percent  is  used  for  crops; 
28^  percent  for  grazing;  36  percent  for  forest  and  watershed; 
4  percent  for  road,  urban  and  industrial  uses;  and  21  percent  is 
wasteland — chiefly  in  the  deserts  of  the  State. 

Now  changes  in  definitions  for  census  purposes  make  it  some- 
what difficult  to  obtain  exactly  comparable  data  over  time.  In 
1954,  census  of  agriculture  indicated  that  there  were  about  38 
million  acres  of  land  in  farms  in  California,  as  compared  to  about 
35  million  acres  in  1945,  and  36  million  acres  in  1950.  About  30 
percent  of  this  apparent  increase  of  2.7  million  acres  of  land  in 
farms — between  1945  and  1954 — was  in  the  San  Joaquin  Valley; 
with  another  17  percent  of  this  increase  occurring  in  Southern 
California  and  10  percent  in  the  Central  Coast  area.  Census  data 
also  indicate  an  increase  of  about  two  million  acres  in  cropland 
between  1945  and  1954,  of  which  62  percent  was  in  the  Central 
Valley.  By  the  Central  Valley,  I  mean  the  San  Joaquin  and  Sacra- 
mento Valleys.  This,  despite  the  estimated  loss  of  some  820,000 
acres  of  cultivable  agricultural  land  to  public  and  private  uses 
between  1942  and  1956,  the  total  land  base  of  California  agricul- 
ture has  apparently  been  increasing  in  the  postwar  period,  at 
least,  through  1954 — the  latest  year  for  which  census  data  are 
available. 

Of  the  cultivable  land,  that  is,  that  820,000  acres  which  is  esti- 
mated to  have  been  converted  to  public  or  private  use  between 
1942  and  1956,  about  52  percent  of  the  conversions  were  in  the 
three-county  Los  Angeles  area  and  the  six-county  Bay  area. 

Of  the  six  million  acres  of  land  estimated  to  be  suitable  for 
cultivation,  but  not  now  used  as  such,  California  Department  of 
Natural  Resources  and  tbe  Soil  Conservation  Service  of  the  United 
States  Department  of  Agriculture  have  estimated  that  55  percent 
of  this  land  which  would  be  physically  possible  to  bring  under 
cultivation  is  in  the  Central  Valley  of  the  State. 

On  the  basis  of  projected  population  increases  in  the  State  and 
the  likely  geographical  location  of  this  population,  it  seems  appar- 
ent that  the  locus  of  crop  production  in  the  State  will  be  shifting 
more  and  more  into  the  Central  Valleys. 

Between  1945  and  1954,  the  number  of  farms  in  California  de- 
clined by  16,000  or  about  11  percent  to  123,000.  As  expected,  the 
greatest  decline  in  numbers  of  farms  has  been  in  Southern  Cali- 
fornia where  they  had  a  20  percent  decline.  The  San  Francisco 
Bay  area  counties  22  percent  decline  and  the  Central  Coast  area 
14  percent  decline. 
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At  the  present  time,  roughly  44  percent  of  the  farms  in  the  State 
are  located  in  the  Central  Valley  and  28  percent  in  Southern 
California.  As  numbers  of  farms  have  declined  and  land  in  farms 
increased  since  1945,  the  average  size  of  farm  has  increased  from 
252  acres  in  1945  to  307  acres  in  1954.  An  increase  of  about  22 
percent  in  the  average  size.  Of  the  123,000  farms  in  1954,  72  per- 
cent were  classified  as  commercial  by  census  definitions.  The  bal- 
ance of  these  were  part  time,  residential  or  owned  by  institutions. 

Of  the  89,000  so-called  commercial  farms  in  1954,  18,000  farms 
with  sales  of  $25,000  or  more,  which  represent  about  22  percent 
of  all  commercial  farms;  18,000  farms  accounted  for  75  percent 
of  the  total  sales  of  all  commercial  farms  in  the  State.  The  same 
group  of  farms  accounted  for  80  percent  of  the  total  expendi- 
tures of  all  commercial  farms  for  hired^labor. 

Putting  it  another  way,  or  combining  the  figures  in  a  different 
way;  43  percent  of  the  commercial  farms  in  1954  accounted  for 
90  percent  of  the  production  and  92  percent  of  the  expenditures 
for  labor  of  all  commercial  farms. 

While  the  total  number  of  farms  decreased  between  1945  and 
1954,  the  number  of  farms  consisting  of  1,000  acres  or  more  actu- 
ally increased  by  5  percent.  The  amount  of  farm  land  held  in 
farms  of  1,000  acres  or  more  increased  by  14  percent  and  the 
amount  of  crop  land  harvested  in  this  category  of  farms  increased 
by  30  percent  between  1945  and  1954. 

Farms  of  500  to  999  acres  decreased  1  percent  by  number,  re- 
tained about  the  same  amount  of  farm  land,  but  increased  their 
total  crop  land  harvested  by  about  20  percent  in  this  same  period 
of  time. 

In  1954,  as  against  1945  all  size  classes  up  to  260  acres  de- 
creased in  number  and  lost  land  both  in  total  and  in  terms  of  har- 
vested crop  land. 

It  is  apparent  from  these  data  that  since  1945  there  has  been 
a  definite  trend  towards  larger  farms.  This  direction  of  change 
has  been  accelerated  by  two  factors.  First,  the  absorption  of  small 
farms  by  large  ones,  and  secondly,  the  development  of  additional 
farm  land — particularly  in  the  large  size  classes. 

CALIFORNIA'S  LABOR 

In  comparison  to  agriculture  in  some  other  parts  of  the  United 
States,  California  agriculture  uses  relatively  large  amounts  of 
labor.  University  of  California  studies  indicate  reductions  in  labor 
requirements  between  1950  and  1959,  of  one-tenth  in  the  case  of 
livestock  and  poultry,  two-fifths  for  fruit  crops,  one-third  for 
vegetables  and  one-fourth  in  the  ease  of  field  crops.  This  saine 
study  indicates  that  the  volume  of  production  in  California  in 
1950  could  have  been  achieved  using  1960  methods  with  about 
27  percent  less  labor  input.  Yet,  as  the  aggregate  output  of  Cali- 
fornia agriculture  has  increased  by  close  to  30  percent  over_1947- 
49  levels,  there  has  been  a  fairly  continuous  upward  shift  in  the 
total  labor  input  of  California  agriculture. 
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In  1949,  the  average  monthly  number  of  persons  employed  on 
farms  was  411,000- — consisting  of  152,000  farmers  and  unpaid 
family  workers,  154,000  hired  temporary  domestic  workers,  100,- 
000  year-round  domestic  workers  and  5,000  foreign  contract 
workers.  By  1957,  the  average  monthly  total  had  risen  to  464,000 
persons  as  contrasted  to  411,000  in  1949.  In  1957,  the  average 
number  of  foreign  contract  workers  was  52,000.  With  peaks,  of 
course,  running  up  as  high  as  1  recall  in  the  neighborhood  of 
80,000.  Despite  the  apparent  increase  in  numbers  of  workers  em- 
ployed in  use  of  labor  as  the  result  of  the  tremendous  increases 
in  capital  inputs  in  the  State.  The  point  I  am  making  is  that 
while  labor  is  increasing,  that  the  use  of  machinery  and  capital 
has  increased  even  more  rapidly,  so  that  relatively,  labor  inputs 
have  declined. 

PRODUCTION  PATTERNS 

Now  I  would  like  to  shift  to  the  brief  description  of  the  produc- 
tion pattern  in  the  State.  I  think  that  there  have  been  perhaps 
three  important  changes  in  the  State's  production  patterns  in  re- 
cent years :  First,  of  course,  increased  total  agricultural  output 
associated  with  increased  total  inputs  such  as :  cropland,  labor  and 
capital,  and  rising  productivity  of  resources.  For  the  Pacific  area, 
as  a  whole,  farm  output  was  about  30  percent  higher  in  1958,  than 
on  the  average  during  1947-49.  The  second  important  change,  I 
believe,  have  been  the  rather  sharp  increases  in  the  absolute  and 
relative  value  of  field  crops  and  livestock  production  in  the  State. 
The  relative  importance  of  field  crop  production  which  is  composed 
chiefly  of  cotton,  alfalfa  and  barley  nas  increased  from  17  percent 
of  the  total  value  of  ail  farm  products  sold  in  1940-45  to  about 
24  percent  on  the  average  during  1955  to  1958.  Livestock  and  live- 
stock products  as  a  share  of  total  cash  farm  income  rose  from  30 
percent  to  39  percent  in  this  same  period  of  time.  In  the  meantime, 
while  the  absolute  dollar  value  of  fruit  and  nut  crops  increased 
about  one  and  one-half  times,  the  relative  value  of  these  crops  in 
relation  to  total  cash  farm  income  has  fallen  in  recent  years  from 
36  percent  on  the  average  during  1940  to  1944  to  about  20  to  22 
percent  of  the  total  in  recent  years. 

The  third  change,  I  think  relates,  or  springs  from  the  pressures 
of  population  on  agricultural  land  in  Southern  California  and  in 
the  Bay  area  of  Northern  California  particularly.  I  think  that 
this  pressure  coupled  with  the  development  of  agricultural  land 
and  water  resources  in  other  parts  of  the  State  has  resulted  in  a 
rather  striking  geographical  shift  of  certain  types  of  agricultural 
production  within  the  State.  In  general,  the  more  extensive  land 
using  type  of  agricultural  production  has  declined  in  both  abso- 
lute and  relative  terms  in  the  southern  and  northern  metropolitan 
areas,  leaving  in  a  position  of  relatively  greater  importance  in 
these  areas  the  more  intensive  market-oriented  cattle  feeding, 
dairying  and  horticultural  specialty  industries. 
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If  you  define  Southern  California  to  include  Tulare  County  and 
southward,  Southern  California  production  of  fruit  and  nut  crops 
as  a  percent  of  the  total  value  of  production  in  the  State  declined 
from  50  percent  to  20  percent  between  1953  and  1958.  Vegetable 
production  in  Southern  California  dropped  from  20  to  15  percent 
while  field  crop  production  increased  from  10  to  25  percent,  and 
livestock  from  20  to  40  percent  of  the  total  value  of  production  in 
the  State. 

Despite  the  relative  decline  in  the  agricultural  position  of  the 
southern  metropolitan  area,  the  total  dollar  value  of  agriculture, 
however,  in  absolute  terms  has  actually  increased.  The  point  I  am 
simply  making  is  that  the  product  constituency  of  agriculture  has 
changed  substantially  in  the  southern  metropolitan  area  and  in 
the  Bay  area  also,  but  that  in  total  dollar  sense,  agriculture  has 
not  declined.  The  San  Joaquin  Valley  accounts  for  an  increasing 
percentage  of  the  value  of  California  farm  output  with  61  percent 
of  the  state  output  of  field  crops,  37  percent  of  the  fruit  and  nut 
crops,  26  percent  of  the  vegetables,  26  percent  of  the  poultry  prod- 
ucts and  34  percent  of  livestock  and  dairy  production. 

MARKET  CHARACTERISTICS 

Now,  briefly,  looking  at  some  of  the  market  characteristics :  Cali- 
fornia agriculture  has  long  emphasized  the  production  of  commodi- 
ties for  which  it  has  had  a  comparative  production  advantage 
rather  than  concentrating  on  supplying  the  needs  of  California  or 
the  western  United  States.  As  California  has  increased,  products 
such  as  cattle,  wheat,  butter  and  eggs  which  were  once  produced 
in  quantities  in  excess  of  state  requirements  have  become  deficit 
in  state  production.  As  these  deficits  have  occurred,  they  have  been 
met  by  in-shipments  from  other  states.  Meanwhile,  the  production 
of  export  commodities  has  continued  without  close  regard  to  the 
size  of  the  State's  market;  thus,  the  dominant  influences  govern- 
ing the  agricultural  output  of  the  State  have  been  those  of  demand 
outside  the  State.  Future  changes  in  production,  even  if  the  State 
continues  its  rapid  growth,  are  likely  to  be  influenced  inuch  more 
by  national  and  world  market  conditions  than  by  the  size  of  the 
State  market  with  the  possible  exception  of  commodities  such  as 
market  milk.  The  significance  of  national  and  world  markets  can 
be  appreciated  when  it  is  recalled  that  about  45  percent  of  Cali- 
fornia's agricultural  production  is  shipped  out  of  state.  World 
markets  are  vitally  important  to  many  of  our  fruit  and  nut  crops, 
cotton  and  barley. 

.  .  .  With  the  likelihood  of  increased  California  production  of 
fruits  and  nuts  in  the  next  decade,  and  with  an  established  and 
growing  food  processing  industry  in  the  State,  which,  by  the  way, 
now  packs  about  53  percent  of  the  canned  fruit  in  the  country, 
the  long-term  growth  in  demand  result  from  increased  national 
population  and  income  are  indicative  of  sustained  demand  for  the 
products  of  the  State 's  fruit  and  fruit  processing  industries. 
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Population  growth  coupled  with  rising  incomes  and  the  likeli- 
hood of  continued  heavy  supplies  of  feedstuffs,  for  the  next  few 
years  at  least,  indicate  the  likelihood  of  continued  expansion  in 
the  livestock  industries  of  the  State. 

.  .  .  Preliminary  estimates  for  1959,  indicate  that  California  ad- 
justed net  farm  income  is  likely  to  be  slightly  below  the  1958  level. 

In  summary  then,  agricultural  prices  and  total  net  incomes  from 
California  have  not  been  depressed  quite  the  same  extent  as  the 
national  average,  but,  nevertheless,  have  fallen  behind  relative  to 
the  general  level  of  prices  in  the  economy  as  a  whole. 


AGRICULTURAL  CHEMICALS 

I.     PESTICIDES 

Allen  B.  Lemmon,  Chief,  Division  of  Plant  Industry,  California  De- 
partment of  Agriculture  presented  the  following  report  on  the  laws 
governing  sale  and  use  of  pesticides,  including  "Compound  1080,"  at 
the  Davis  hearing : 

At  some  of  your  previous  hearings  held  statewide,  testimony 
presented  pertaining  to  pesticides  indicated  that  some  of  the  wit- 
nesses may  not  be  fully  informed  with  jcegard  to  the  laws  govern- 
ing sale  and  use  of  pesticides,  including  Compound  1080.  It  is  my 
purpose  briefly  to  review  these  laws  so  that  all  may  be  fully  in- 
formed. 

Before  discussing  the  legal  provisions,  perhaps  we  should  be  re- 
minded that  Americans  are  inclined  to  take  for  granted  that  their 
natural  resources,  good  health,  and  wholesome  food  are  a  part  of 
their  heritage.  Little  note  is  given  to  the  constant  battle  taking 
place  in  the  protection  of  food  and  other  resources  and  the  protec- 
tion of  health  from  opposing  natural  forces,  namely,  pests.  Pesti- 
cides are  the  important  weapons  used  against  insects,  diseases, 
nematodes,  weeds,  and  rodents  in  this  struggle. 

Scientists  have  recognized  the  importance  of  pesticides  and  have 
reported  their  conclusions.  One  such  report  was  made  in  1956,  by 
the  Pesticide  Subcommittee  of  the  Food  Protection  Committee  of 
the  National  Academy  of  Science,  National  Research  Council, 
which  includes  the  following  statement:  "No  one  knows  exactly 
what  would  happen  if  the  use  of  pesticidal  chemicals  on  the  farm 
should  be  abandoned,  but  it  is  safe  to  say  that  we  would  not  com- 
mercially produce ;  apples,  peaches,  potatoes,  citrus,  and  tomatoes, 
to  mention  only  a  few  crops,  and  yields  of  many  others  would  be 
drastically  reduced.  It  seems  evident  that  the  American  people 
cannot  be  fed  adequately  unless  crops  and  livestock  are  protected 
from  insects  and  other  pests."  It  is  sometimes  difficult  to  realize 
that  our  forefathers  suffered  from  famine  and  that  many  deaths 
were  caused  by  pests  in  those  early  days.  The  bubonic  plague  in 
Europe  and  the  great  potato  famine  are  notable  examples,  the 
former  carried  by  fleas  from  rats,  the  latter  attributed  to  a  fungus 
called  "late  blight."  Much  of  the  world  still  stands  helplessly  by 
while  insects,  insect-borne  diseases  of  man  and  animals,  plant  dis- 
eases, and  other  pests  destroy  their  food  supplies  and  threaten 
their  health. 

Despite  the  tremendous  advances  that  have  been  made  in  pest 
control  in  the  United  States,  pests  still  destroy  much  that  man 
wants  and  needs.  Some  annual  estimates  of  their  destructiveness 
are  as  follows: 

Insects — 12  percent  of  total  agricultural  output. 
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14  billion  board  feet  of  sawtimber,  or  enough  lumber  to  build 

1^  million  houses. 
Weeds — $4  billion. 
Plant  diseases — $3  billion. 
Rats  and  rodents — between  $1  and  $2  billion. 

It  should  be  remembered  that  pesticides  are  never  popular  with 
farmers  and  others  who  must  make  the  decision  whether  or  not  to 
use  them  to  protect  their  crops  or  their  livestock.  Even  though 
these  chemicals  usually  give  reliable  control  of  pests  when  and 
where  needed,  there  is  always  a  hope  that  a  better,  less  expensive 
way  will  be  found. 

Now,  with  this  background  of  the  importance  of  pesticides  in 
our  economy,  let  us  take  a  look  at  the  laws  that  govern  their  sale 
and  use.  Each  pesticide,  before  it  may  be  offered  for  sale  in  Cali- 
fornia, must  be  registered  by  the  State  Department  of  Agriculture. 
Registration  is  not  a  perfunctory  matter,  but  the  label  is  carefully 
scrutinized  to  be  certain  that  it  carries  adequate  directions  for  use, 
including  pests  to  be  controlled  and  the  dosages  to  be  applied,  any 
necessary  warnings  or  precautions  to  prevent  injury,  and  the  skull 
and  crossbones  and  the  word  "poison"  if  it  is  highly  toxic,  a 
proper  statement  of  ingredients,  and  the  name  and  address  of  the 
registrant.  At  the  present  time  about  14,000  different  pesticides 
are  registered  for  sale  in  the  State  of  California.  Many  of  these 
are  of  exactly  the  same  composition  but  registered  by  different 
companies. 

There  are  no  specific  data  with  regard  to  the  total  quantity  of 
pesticides  sold  or  used  in  California,  but  it  has  been  estimated 
that  the  annual  sales  amount  to  perhaps  $100,000,000.  Almost  all 
crop  acreage  is  treated  with  pesticides,  and  some  crops  receive 
multiple  treatments.  A  large  part  of  this  acreage  is  treated  by 
commercial  pest  control  operators  rather  than  the  farmer  doing 
his  own  work. 

There  are  about  1,400  agricultural  pest  control  operators  licensed 
to  engage  in  the  application  of  pesticides  in  agriculture  for  hire 
in  California.  Of  this  number,  220  use  aircraft  in  their  business. 
Each  firm  is  required  by  law  to  secure  a  license  from  the  Depart- 
ment of  Agriculture,  and  each  pilot  must  pass  an  examination  to 
demonstrate  his  knowledge  of  pest  control  and  the  nature  and 
effect  of  the  pesticides  commonly  applied  by  aircraft. 

The  regulations  require  agricultural  pest  control  operators  to 
apply  pesticides  only  for  the  purposes  for  which  registered.  Regu- 
lations also  provide  that  pesticides  must  be  applied  in  such  a  man- 
ner as  to  prevent  injury  to  humans,  animals,  or  crops.  The  laws 
and  regulations  pertaining  to  the  agricultural  pest  control  business 
are  enforced  by  the  county  agricultural  commissioners,  under  the 
direction  and  supervision  of  the  State  Department  of  Agriculture. 
In  1949,  the  Legislature  amended  the  Agricultural  Code  to  au- 
thorize the  director,  after  investigation  and  hearing,  to  adopt 
rules  and  regulations  governing  the  application  in  pest  control 
or  other  agricultural  operations  of  any  materials  which  he  finds 
and  determines  to  be  injurious  to  persons,  animals,  or  crops  other 


102  ASSEMBLY   INTERIM   COMMITTEE  ON  AGRICULTURE 

than  the  pest  or  vegetation  which  it  is  intended  to  destroy.  Author- 
ity is  also  provided  to  require  that  such  materials  be  used  only 
under  permit  from  a  county  agricultural  commissioner.  Compre- 
hensive regulations  have  been  developed  under  these  provisions 
which  appear  in  Article  4  (commencing  at  Section  1080)  of  Chap- 
ter 7,  Division  5,  of  the  Agricultural  Code.  So  far,  17  pesticides 
have  been  listed  under  the  classification  of  injurious  herbicides  or 
injurious  materials,  and  can  be  used  in  California  only  under  per- 
mit from  the  county  agricultural  commissioner.  These  materials 
are: 

Injurious  Herbicides 

1.  2,4-dichlorophenoxyacetic  acid  (2,4-D) 

2.  2,4,5-trichloroplienoxyacetic  acid  (2,4,5-T) 

3.  2-methyl-4-chlorophenoxyacetic  acid  (MCP) 

4.  2,4-dichlorophenoxypropionic  acid  (2,4-DP) 

5.  2,4,5-trichlorophenoxypropionic  acid  (Silvex) 

Arsenical  Dusts 

1.  Calcium  arsenate 

2.  Standard  lead  arsenate 

3.  Copper  aeetoarsenite  (Paris  Green) 

Organic  Phosphorus  Compounds 

1.  Tetraetliyl  pyrophosphate  (TEPP) 

2.  0,0-Diethyl  0-para-nitrophenyl  thiophosphate  (parathion) 

3.  0,0-Dimethyl     0-para-nitrophenyl     thiophosphate      (methyl 
parathion) 

4.  0- Ethyl     0-para-nitrophenyl     thionobenzenephosphonate 
(EPN) 

5.  Octamethyl  pyrophosphoramide  (OMPA) 

6.  0,0-Diethyl  0-2  (ethylmereapto) -ethyl  thiophosphate  (deme- 
ton)   (Systex) 

7.  2-Carbonethoxy-l-methylvinyl  dimethyl  phosphate  (Phosdrin) 

8.  0,0-Diethyl  S-(ethylthiomethyl)  phosphorodithiote  (Thimet) 

Section  1080.3  of  the  Agricultural  Code  provides  that  it  is  ille- 
gal to  sell  or  deliver  any  of  these  injurious  herbicides  or  injurious 
materials  that  require  a  permit  to  anyone  who  does  not  hold  a 
valid  permit,  so  there  is  complete  control  in  so  far  as  these  materials 
are  concerned. 

Sodium  fluoroacetate,  commonly  known  as  Compound  1080,  has 
been  placed  in  a  special  category  by  the  Legislature  through  en- 
actment of  Section  1080.6,  which  states  as  follows : 

1080.6.  It  is  unlawful  for  any  person  to  sell,  use  or  possess  any 
sodium  fluoroacetate,  also  known  as  "Compound  1080,"  or  any 
preparation  thereof,  except  that,  subject  to  rules  and  regulations 
of  the  director : 

(a)  Federal,  state,  county,  or  municipal  officers  or  employees,  in 
their  official  capacities,  or  persons  under  the  immediate  super- 
vision of  such  officers  or  employees,  may  possess  said  com- 
pound for  use  for  pest  control  purposes. 
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(b)  Research  or  chemical  laboratories  may  possess  said  compound 
for  use  for  the  purposes  of  such  laboratories. 

(c)  Persons  duly  licensed  as  structural  pest  control  operators 
under  the  provisions  of  Chapter  14,  Division  3,  Business  and 
Professions  Code,  may  possess  said  compound  for  use  in  their 
business. 

(d)  Wholesalers  or  jobbers  of  economic  poisons  may  possess  for 
sale  and  sell  said  compound  to  any  person  included  within 
the  above  classifications,  or  for  export. 

Under  the  section  rules  and  regulations  pertaining  to  the  sale, 
use,  and  possession  of  sodium  fluoroacetate  were  filed  with  the  Sec- 
retary of  State  on  June  9,  1954,  and  became  effective  30  days  there- 
after. These  regulations  have  been  distributed  to  interested  persons 
as  Bureau  of  Chemistry  Announcement  No.  EP-78. 

.  .  .  You  have  heard  testimony  in  your  previous  hearings  from 
various  agricultural  commissioners  and  farmers  with  regard  to  the 
effectiveness  and  importance  of  Compound  1080  in  control  of  ro- 
dents. You  also  have  heard  excellent  testimony  from  Dr.  Walter 
Howard  at  your  meeting  in  Stockton, 

Compound  1080  is  a  highly  toxic  material.  In  a  way,  its  high 
toxicity  to  rodents  may  make  it  of  less  hazard,  as  used,  to  human 
beings  because  of  the  very  small  amounts  necessary  in  order  to 
prepare  baits  toxic  to  rodents.  The  National  Research  Council  has 
pointed  out  that  comparative  toxicities  of  various  chemicals  and 
amounts  used  in  baits  suggest  that  1080  may  actually  be  safer 
for  field  use.  It  is  our  understanding  that,  as  prepared,  it  would 
take  more  than  a  pound  of  1080-treated  grain  to  kill  an  adult  man. 
We  have  never  heard  of  a  human  death  from  1080  in  California, 
although  there  have  been  reports  of  human  poisonings  in  other 
states  where  there  are  not  laws  closely  regulating  the  use  of  the 
material,  such  as  is  the  case  in  California.  There  is  considerable 
variation  and  susceptibility  to  Compound  1080  by  various  animals. 
For  example,  it  is  reported  that  the  median  lethal  dose  to  a  dog 
is  in  the  range  of  0.1  to  0.5  mg/kg,  while  for  a  monkey  it  is  5.0 
to  7.5  mg/kg.  In  other  words,  the  monkey  is  somewhere  between 
10  and  50  times  as  resistant  as  the  dog. 

There  is  one  other  law  in  the  Agricultural  Code  that  should  be 
mentioned  because  of  its  importance  in  the  overall  program  of 
protecting  people  from  pesticides,  and  that  is  the  Spray  Residue 
Law,  commencing  at  Section  1010  of  the  Agricultural  Code.  This 
law  provides  that  it  is  unlawful  to  pack,  ship,  or  sell  any  produce 
carrying  spray  residue  in  excess  of  the  permissible  tolerances 
established  by  the  director  in  accordance  with  the  provisions  of 
the  article.  For  many  years  tolerances  have  been  established  in 
the  law  for  lead,  arsenic,  fluorine,  and  DDT.  With  the  development 
of  the  many  new  chemicals,  the  United  States  Food  and  Drug 
Administration  has  established  tolerances  for  residues  that  may 
remain  on  produce  after  use  of  these  pesticides.  The  State  Depart- 
ment of  Agriculture  has  proposed  adoption  of  the  same  tolerances 
as  these  established  by  the  United  States  Food  and  Drug  Admin- 
istration. 
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II.     RODENTICIDES 

Dr.  "Walter  Howard,  Specialist,  University  of  California,  Davis, 
spoke  at  the  Stockton  hearing,  giving  an  outline  of  the  use  of  ''1080" 
in  agricultural  pest  control  operations : 

Compound  1080  (sodium  uionofluoroacetate)  is  essentially  odor- 
less and  tasteless  and  it  is  a  water-soluble  organic  salt.  Even  though 
it  is  dangerous  to  man,  strychnine  is  about  three  times  as  deadly 
to  man  than  is  1080.  For  a  fatal  dose,  a  human  would  have  to  eat 
about  20  times  as  much  1080  bait  as  bait  prepared  with  strychnine, 
or  several  hundred  times  as  much  1080  bait  as  bait  prepared  with 
arsenic  trioxide.  These  figures  will  vary  some  depending  on  the 
species  of  rodent  being  controlled.  As  to  poison  meat  for  coyote 
control  east  of  the  Sierra,  no  other  effective  poison  would  make  the 
prepared  bait  as  safe  to  man  as  1080  does.  New  Zealand  has  shown 
that  if  a  sheep  consumed  10  times  its  lethal  dose  of  1080,  a  man 
would  still  have  to  eat  about  197  pounds  of  this  meat,  at  one  meal, 
to  commit  suicide. 

Compound  1080  is  highly  selective  for  most  kinds  of  rodents  and 
coyotes  (also  dogs),  that  is,  very  little  poison  is  required,  hence 
a  weaker  dose  is  used  in  these  baits  than  if  other  poisons  were  used. 
Much  like  thallium  sulphate,  1080  does  not  have  a  good  antidote 
and  it  can  produce  secondary  poisoning  of  dogs,  coyotes,  and  some 
other  fur  bearers.  It  has  an  advantage  over  arsenic  and  phosphorus 
in  that  it  is  not  a  cumulative  poison,  and  over  phorphorus  and 
cyanide  in  that  it  does  not  give  off  poisonous  fumes. 

A  lot  of  unnecessary  fear  develops  about  1080  and  other  rodenti- 
cides  when  people  read  how  small  the  lethal  dose  is  or  that  one 
material  is  many  times  as  toxic  as  another  one.  On  this  basis  some 
of  the  anticoagulants  (Diphacin.  Fumarin,  Pival,  P.M.P.,  and 
Warfarin — our  safest  rodenticides)  would  be  considered  more 
dangerous  than  1080.  Some  anticoagulant  baits  require  only  0.005 
to  0.025  percent  anticoagulant,  whereas  at  least  0.05  percent  1080 
is  required  for  ground  squirrels.  The  real  point  is  how  toxic  and 
hazardous  are  the  baits  after  they  are  prepared  and  how  selective 
are  they  for  the  species  in  question. 

When  a  highly  effective  poison  like  1080  is  used  to  control 
ground  squirrels,  treatment  about  every  third  year  is  usually 
sufficient  instead  of  annual  treatment.  Since  1080  is  so  much 
slower  in  taking  effect  (^  to  2  hours  or  more)  than  strychnine 
(minutes),  far  less  bait  is  needed.  The  reason  for  this  is  that 
strychnine  baits  must  be  put  out  thickly  enough  to  ensure  that 
each  squirrel  finds  enough  bait  within  a  few  minutes  to  obtain  a 
lethal  dose.  Otherwise  the  animals  would  only  be  made  sick,  and 
then  they  would  become  shy  of  that  bait.  Consequently,  when  1080 
is  used  in  field  rodent  control,  less  bait  is  used,  it  is  put  out  less 
frequently,  and  each  bait  by  itself  is  less  hazardous  to  most  other 
animals  (but  not  dogs  and  coyotes). 

How  humane  is  1080?  Even  though  these  artificial  deaths  may 
be  more  humane  than  the  unthinking  cruelty  of  nature  in  the 
natural  deaths  these  animals  are  doomed  to  experience  if  not  con- 
trolled, and  even  though  they  do  not  have  a  nervous  system  suffi- 
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cieiitly  developed  to  experience  pain  as  man  does,  how  does  1080 
compare  with  other  materials?  Experiments  indicate  that  1080  af- 
fects the  heart  in  some,  the  central  nervous  system  in  others,  and 
both  in  still  others.  The  symptoms  recorded  in  three  detailed  hu- 
man cases  include  a  tingling  sensation  in  mucous  membranes  that 
have  been  in  contact  with  the  compound,  numbness  of  the  entire 
face  in  one  case,  salivation,  spasmodic  contraction  of  voluntary 
muscles,  extreme  lethargy,  loss  of  speech,  unconsciousness,  then 
epileptiform  convulsions.  No  painful  effects  are  recorded.  Except 
for  the  questionable  behavior  of  some  dogs,  1080  is  clearly  one  of 
the  must  humane  rodenticides.  But  dogs  exhibit  distressing  symp- 
toms. They  become  extremely  excited,  frequently  howl,  and  exhibit 
running  fits,  but  only  an  electroencephalograph  test  will  indicate 
whether  the  dog  is  conscious  of  the  symptoms. 

Secondary-  poisoning  of  dogs  from  rodents  controlled  with  1080 
can  happen,  because  they  are  more  susceptible  to  1080  than  other 
animals.  It  rarely,  if  ever,  happens  with  bird  dogs,  but  may  occur 
with  underfed  bear  hounds  or  stock  dogs  running  loose.  Dogs  that 
are  household  pets  should  not  be  allowed  to  feed  on  carcasses  of 
poisoned  squirrels.  This  secondary  poisoning  occurs  when  a  dog  or 
coyote  eats  a  rodent  which  has  consumed  many  times  its  lethal 
dosage  of  1080  before  it  died.  Before  dying  of  secondary  poisoning 
from  1080  a  50-pound  dog  (LD  0.1  mg/kg  or  for  50  percent  mor- 
tality 0.06  mg/kg)  would  have  to  consume  at  least  7  or  8  California 
ground  squirrels  (0.35  mg/kg  for  100  percent  mortality)  or  at 
least  100  Texas  Breviceps  pocket  gophers  (0.05  mg/kg  for  100 
percent  mortality),  if  the  rodents  contained  little  more  than  their 
minimal  lethal  dose  of  1080. 

Compound  1080  has  probably  become  so  controversial  because 
those  who  know  it  and  use  it  have  not  kept  the  public  informed. 
About  all  the  layman  can  find  to  read  on  the  subject  is  written 
by  those  who  are  opposed  to  any  killing  for  religious  or  other 
reasons,  those  who  want  to  protect  predators  in  certain  desert 
areas,  hound  dog  associations  that  have  an  unwarranted  fear  of 
the  product,  or  by  others  who  do  not  understand  the  problems. 
Everyone  is  entitled  to  his  beliefs,  but  let's  have  facts  made  avail- 
able for  all  to  look  at.  Even  though  1080  has  probably  been  studied 
more  than  any  other  rodenticide,  the  information  is  not  generally 
available. 

There  is  no  question  that  California  has  very  stringent  controls 
on  the  use  of  toxic  substances  to  protect  other  forms  of  wildlife 
and  the  official  agencies  have  done  an  exceptionally  fine  job  in 
keeping  accidents  and  mistakes  to  a  minimum.  Nevertheless,  it  does 
seem  advisable  that  a  means  to  be  created  in  California  where  any 
controversial  pest  control  operation  can  be  brought  before  an  un- 
biased advisory  committee  for  study.  Such  a  committee  was  estab- 
lished in  1933  (Senate  Concurrent  Resolution  No.  26,  Chapter 
96,  Statutes  of  1933),  but  it  has  not  been  active  for  some  time.  It 
was  called  "Wildlife  Administration  and  Pest  Control  Relations 
Committee."  This  or  a  similar  committee,  if  reactivated,  would 
then  guarantee  that  all  agricultural,  conservation,  sporting  and 
recreational  interests  were  properly  balanced. 
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...  I  said  there  was  no  good  antidote  for  1080.  There  are  mate- 
rials, but  we  would  like  to  say  not  in  the  sense  that  if  you  have  had  a 
good  lethal  dose  chances  that  you  could  be  saved  are  rather  slim. 
Antidote  is  a  term  that  also  applies  to  false  security.  In  other 
words,  strychnine  is  .  .  .  the  Australians,  the  New  Zealanders,  the 
British,  consider  strychnine  far  more  hazardous  than  1080.  Strych- 
nine is  the  killer  of  poisoning  relatives,  etc.  in  commonwealth  coun- 
tries. Antidotes  won't  help  if  you  have  enough  of  it.  It's  a  very 
quick-acting  poison. 

.  .  .  We  only  have  one  real  good  piece  of  research  evidence  on 
relations  between  squirrels  and  coyotes.  This  was  done  at  the  San 
Joaquin  Experimental  Range  in  Madera  County.  I  came  in  at  the 
tail  end  of  the  study.  For  your  information,  coyotes  were  studied 
before  any  control  was  done,  one-third -of  their  diet  consisted  of 
ground  squirrels.  It  looked  very  good  for  the  coyotes.  They  studied 
the  .  .  .  the  ground  squirrels  they  found  the  coyote  took  only 
7  percent  of  the  annual  increase  of  ground  squirrels.  Negli- 
gible. The  rattlesnake  was  five  times  more  important  than  the 
coyote  in  affecting  ground  squirrel  numbers.  But  none  of  them 
control,  they  feed  on  them.  Prey  determines  the  density  of  preda- 
tors, not  the  reverse.  Badly  misunderstood. 

.  .  .  Because  of  the  increasing  efficiency  of  agricultural  pesti- 
cides it  is  necessarj^  to  carefully  consider  the  ecological  factors 
involved  before  these  compounds  are  applied,  to  make  sure,  in  the 
end,  that  they  do  more  good  than  harm  as  far  as  all  values  are 
concerned.  Each  use  of  these  toxic  materials  is  a  calculated  risk, 
and  unfortunately  some  mistakes  have  been  made,  especially  in 
the  East  where  native  meadows,  woods,  and  running  streams  adjoin 
treated  areas.  In  the  West,  the  paucity  of  native  vegetation  in 
agricultural  areas  reduces  this  hazard ;  but,  nevertheless,  since 
California  uses  more  pesticide  than  do  Eastern  states,  extreme 
care  is  needed. 

California  has  had  few  mistakes  with  chemicals  in  the  control 
of  rodents  and  predators,  and  very  few  against  1080,  largely  be- 
cause of  the  stringent  safeguards  that  have  been  established.  For 
example,  1080  is  not  used  for  predator  control  anywhere  west  of 
the  Sierra  and  only  certain  authorized  people  are  allowed  to  use 
1080  in  California  (Section  1080.6  of  the  Agricultural  Code). 

Then  why  has  1080  become  so  highly  controversial  that  it 
rouses  such  strong  emotions  with  some  people  believing  that  it  is 
an  uncontrollable  control?  Whence  comes  this  fear  propoganda? 
Are  most  people  merely  repeating  what  they  have  heard  without 
real  knowledge  on  the  material  or  its  uses  in  rodent  and  predator 
control?  It  must  be  so,  for  the  misunderstandings  about  1080  are 
extreme.  Also,  almost  nothing  but  "alarm"  has  been  written  about 
1080  to  keep  the  public  informed  about  its  true  role,  both  good 
and  bad. 

At  the  Davis  Meeting,  Dr.  Howard  furthered  his  comments : 

...  I  have  had  a  lot  of  correspondence  from  people  that  are 
opposed  to  1080  and  a  lot  of  personal  contact  with  people.  And  I 
have  analvzed  most  of  this  confusion  about  1080  in  just  a  few 
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brief  points.  One  that  seems  to  come  first  to  people  that  are  op- 
posed to  1080  and  I  really  analyzed  it  with  them.  They  think  there 
is  no  need  for  control  of  rodents  and  coyotes.  They  are  not  really 
concerned  with  1080.  It's  a  tool  that  they  cannot  control.  But  any- 
way, that 's  what  it  has  boiled  down  to. 

.  .  .  The  other  point  that  they  frequently  raise  is  that,  the 
dosages  that  are  used  .  .  .  well,  they  generalize  .  .  .  and  if  I  can 
pin  it  down  to  any  one  property  or  any  one  area,  then  there  is  no 
problem.  But  they  just  .  .  .  well,  I  call  it  delusion  of  pesticides  in 
general.  There  is  a  trend  now,  naturally,  to  be  antipesticides  and 
some  of  the  laymen  who  don't  have  anything  to  read  to  the  con- 
trary who  pick  that  up  and  follow  it. 

Another  point  is  that  frequently  comes  up  from  this  same  ques- 
tion is  they  say,  well,  now  if  you  poison  the  coyotes,  you  are  up- 
setting the  balance  of  nature.  My  comment  to  them  is  .  .  .  this 
balance  of  nature  .  .  .  what  do  they  mean  by  the  balance  of 
nature?  Is  it  sharing  our  apples  with  the  moths  and  our  lawns 
with  moles'?  Now,  I  mean  they  haven't  thought  it  through.  When 
I  analyze  it  I  make  man  as  a  part  of  nature.  It  can  only  be  pri- 
meval if  man  has  excluded  himself  .  .  .  which  he  rarely  does.  Man 
is  part  of  the  environment  and  he  has  learned  to  use  this  dynamic 
state  of  a  disturbed  environment  to  his  advantage.  He  tries  to  use 
this  upset  balance  of  nature  to  his  advantage.  He  has  to — that's 
our  whole  way  of  life.  That's  why  we  try  to  improve  on  all  our 
crops  and  everything.  .  .  .  But  once  you  begin  to  improve,  you 
change  the  habitat.  This  is  the  condition  the  animal  lives  in,  and 
that  is  what  determines  whether  or  not  you  will  have  a  pest.  If 
you  make  the  habitat  suitable,  certain  of  these  animals  then  will 
become  pests — no  different  from  the  insects,  etc.  to  other  crops.  The 
habitat  determines  the  pest  and  the  pest  then  determines  the  pred- 
ator. The  predator  prey  thing  is  so  misunderstood.  I  shouldn't  do 
it  in  such  a  short  time  without  being  able  to  qualify  this,  but  I  '11 
make  the  statement  that  most  of  our  range  conditions  in  California, 
I  firmly  believe,  that  if  you  could  wave  a  magic  wand  and  remove 
the  predators  ...  all  the  predators  of  rodents  .  .  .  you  would 
then  end  up  usually  with  fewer  rodents  than  you  had  before.  I 
don't  recommend  that  as  a  means  of  control.  It's  an  academic 
point  because  the  difference  would  not  be  that  great.  Evolution 
has  seen  to  it  that  predators  of  prey  have  evolved  to  live  together 
— they  both  need  each  other  for  optimum  densities. 

Support  of  Compound  1080 

A.  Agricultural  commissioners  throughout  the  State  asserted  that 
sodium  fluoroacetate  (Compound  1080)  was  the  most  effective  and  eco- 
nomic method  of  rodent  control.  Seldon  Morley  of  Bakersfield,  testified 
and  also  submitted  instructions  to  rodent  control  crews : 

Sodium  fluoroacetate,  or  "1080"  as  it  is  commonly  called  has 
been  used  Avith  exceptionally  good  results  for  rodent  control  in 
Kern  County  for  many  years.  Kern  County  is  one  of  the  major 
agricultural  counties  in  the  State,  ranking  third  place  in  1958, 
with  a  gross  income  of  232  million  dollars. 
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The  common  grey  ground  squirrel  has  jjroved  to  be  one  of  agri- 
culture's most  serious  pests  by  destroying  grain,  fruit,  vegetables 
and  range  feed.  It  also  digs  holes  in  ditch  banks  and  reservoirs 
and  harbors  diseases  transmissible  to  man,  such  as  bubonic  plague 
which  has  been  knoAvn  to  occur  in  Kern  County.  In  order  to  pre- 
vent the  possibility  of  an  outbreak  of  this  disease  the  Agricultural 
Commissioner  is  charged  with  the  responsibility  of  adequately  con- 
trolling ground  squirrels,  not  only  in  our  range  and  cultivated 
crop  areas,  but  also  in  picnic  and  camping  areas  such  as  Kern 
River  Canyon,  Isabella  Lake,  Frazier  Park  and  Hart  Memorial 
Park. 

Two  hundred  ground  squirrels  on  one  section  of  land  will  destroy 
enough  food  to  feed  a  full-grown  steer  or  five  sheep  for  one  year. 
As  a  direct  result  of  the  use  of  1080  poisoned  bait  the  ground  squir- 
rel population  has  been  gradually  reduced  until  at  the  present 
time  there  are  less  squirrels  in  Kern  County  than  in  any  previous 
year.  The  amount  of  poison  used  is  thus  reduced  in  the  same  ratio. 
In  1948,  we  treated  515,546  acres  with  49,003  pounds  of  grain.  In 
1953,  we  treated  391,519  acres  with  42,016  pounds  of  grain,  and  in 
1958,  a  total  of  399,774  acres  were  treated  with  29,239  pounds  of 
grain.  In  effect,  this  means  greater  protection  is  being  achieved  at 
a  substantial  savings  to  taxpayers. 

.  .  .  1080  materials  are  used  in  Kern  Countj^  only  under  super- 
vision of  agricultural  inspectors  in  accordance  with  Section  1080.6 
of  the  Agricultural  Code.  The  material  is  delivered  each  morning 
and  placed  under  lock  and  key  each  evening.  The  inspector  per- 
sonally works  with  the  poison  crew.  The  amount  of  bait  exposed 
to  wildlife  is  minimum  under  this  program  as  compared  to  use  of 
strychnine  or  other  poison  baits.  1080  materials  are  never  allowed 
to  be  used  by  unauthorized  personnel. 

The  Fish  and  Game  Protective  Association  and  game  wardens 
are  in  full  accord  with  the  rodent  control  program  for  the  wildlife 
balance  has  not  been  unduly  disturbed.  This  has  been  proven  by 
the  fact  that  predatory  animals  such  as  coyotes  are  still  with  us  in 
spite  of  the  fact  that  the  County  of  Kern  has  two  trappers  on  the 
job  the  year-round,  and  the  Fish  and  "Wildlife  Service  also  has  two 
trappers  located  in  Kern  County  under  a  co-operative  agreement, 
all  vvorking  on  a  full-time  basis  in  the  county  to  protect  sheep, 
poultry  and  cattle  from  heavy  loss. 

Some  time  ago,  the  Fish  and  Game  Protective  Association  re- 
ported that  ground  squirrels  were  causing  severe  loss  of  quail  eggs 
in  the  Kernville  area  and  appealed  for  assistance  in  a  control  pro- 
gram. The  results  were  very  good  and  quail  were  plentiful  in  the 
area  that  season.  This  type  of  program  indicates  that  supervised 
use  of  1080  is  a  means  of  protecting  natural  wildlife  rather  than 
a  cause  of  depletion. 

The  County  of  Santa  Barbara,  Department  of  Agriculture,  gave  an 
outline  of  their  particular  rodent  problems  : 

Ground  squirrels  were  the  most  important  rodent  pest  of  agri- 
culture in  California  for  nearh-  150  years.  They  are  extensive 
feeders  of  seeds  for  forage  crops  as  well  as  many  vegetable,  fruit 
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and  nut  crops.  It  has  been  determined  that  200  squirrels  will  con- 
sume as  much  feed  as  one  steer.  Production  of  grain  in  many  fields 
has  been  reduced  by  as  much  as  25  percent  by  the  feeding  of 
ground  squirrels.  In  addition  to  destruction  of  food  crops,  they 
act  as  a  reservoir  of  several  serious  diseases  which  are  transmissible 
to  humans  such  as  bubonic  plague,  tularemia,  rabies,  etc.  Their  ex- 
tensive system  of  burrows  in  the  ground  are  important  factors  in 
soil  erosion  of  our  valuable  agricultural  laud. 

In  1917,  systematic  control  of  these  important  pests  to  agricul- 
ture was  inaugurated  in  Santa  Barbara  County.  The  Board  of 
Supervisors,  County  of  Santa  Barbara,  enacted  County  Ordinance 
No.  422  in  1927,  whicli  in  substance  stated  that  any  premise  in 
the  county  infested  with  ground  squirrels  was  a  public  nuisance 
and  placed  upon  the  Agricultural  Commissioner  the  responsibility 
to  control  said  ground  squirrels  at  county  expense.  At  that  time, 
the  only  toxic  materials  available  were  strychnine  and  phosphorus 
compounds.  Very  little  progress  was  obtained  in  their  control  until 
the  advent  of  thallium  sulphate  and  later  sodium  fluoroacetate. 
During  World  War  II,  sodium  fluoroacetate  or  "1080"  as  it  is 
now  known,  was  developed  and  recommended  by  the  United  States 
Fish  and  Wildlife  Service  as  a  rodenticide.  This  material  has 
proven  to  be  more  effective  in  the  control  of  ground  squirrels  than 
any  material  previously  used.  Realizing  the  toxicity  of  this  mate- 
rial, legislation  was  enacted  which  imposed  restrictions  on  the  pos- 
session and  use  of  this  material  ... 

In  our  operations  in  Santa  Barbara  County  there  has  been  full 
compliance  with  Section  1080.6  of  the  Agricultural  Code  and  with 
the  regulations  issued  by  the  Director  of  Agriculture.  All  squirrel 
control  in  Santa  Barbara  County  vath  ' '  1080 ' '  is  done  entirely  by 
employees  of  the  Department  of  Agriculture  under  constant  super- 
vision and  direction  .  .  . 

Efficiency  in  our  squirrel  control  program  with  the  use  of 
' '  1080 ' '  can  be  graphically  shown  by  the  following  figures.  In  1927, 
there  were  applied  168  tons  of  poison  bait  in  Santa  Barbara  County 
on  approximately  600,000  acres.  For  the  past  five  years  we  have 
used  an  average  of  two  tons  of  bait  to  cover  the  same  territory. 
In  1958,  the  same  acreage  was  treated  with  2,638  pounds  of  "1080" 
bait  or  a  little  over  one  ton.  We  feel  that  the  continued  usage  of 
"1080"  is  very  important  to  maintaining  the  low  population  of 
ground  squirrels  now  in  Santa  Barbara  County  and  it  is  our  esti- 
mation that  in  the  future  less  than  one  ton  of  ' '  1080 ' '  bait  will  be 
used  in  our  ground  squirrel  control  program. 

If  this  material  is  not  available  to  governmental  agencies,  it  will 
be  necessary  to  go  back  to  some  of  the  old  materials  used  at  the  be- 
ginning of  the  program  and  which  were  found  to  be  ver}^  inefficient. 
Should  this  happen,  the  ground  squirrel  population  would,  in  a 
short  period  of  time,  revert  back  to  what  it  was  20  years  ago. 

We  feel  very  strongly  that  the  present  restrictions  now  imposed 
by  law  on  the  possession,  use  and  handling  of  "1080"  are  sufficient 
and  have  prevented  any  undue  hazards  to  wildlife,  other  animals 
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or  humans.  "1080"  is  a  necessary  tool  in  the  agricultural  economy 
of  Santa  Barbara.^ 

Harry  Bronson,  Deputy  Agricultural  Commissioner  of  Ventura 
County,  reiterated : 

I  will  say  that  1080,  because  it's  tasteless  and  odorless  and  has 
other  desirable  characteristics,  is  probably  at  the  present  time  the 
best  poison  that  we  have  available  for  rodent  control.  Now  in  addi- 
tion to  its  importance  in  controlling  squirrels,  as  far  as  agricul- 
tural losses  are  concerned,  we  can 't  overlook  the  fact  that  bubonic 
plague  is  endemic  in  most  of  California.  Sad,  but  true,  it  is.  For 
that  reason  squirrel  control  is  doubly  important.  I  point  out  that 
in  1958,  we  used  about  5,000  pounds  of  1080-treated  grain;  1957 
around  5,000,  1955  about  8,000.  Now  thart's  a  considerable  amount 
of  material  and  it  shows  how  important  we  feel  it  is  because  we 
use  that  much  of  it. 

We  always  post  the  property  at  prominent  places  of  entrance 
or  egress,  or  any  other  place  that  will  be  noticeable.  The  question 
was  asked  previously  here  what  happens  to  the  squirrels.  Well,  it 's 
been  our  experience  they  don't  always  go  into  the  burrow  to  die, 
sometimes  they  die  on  the  surface,  and  that  is  the  reason  that 
the  secondary  poisoning  is  sometimes  so  important. 

.  .  .  Now,  just  to  close  it  then,  I  can  say  that  the  problem  of 
controlling  ground  squirrels  is  serious  to  the  stockman,  the  grain 
grower,  the  fruit  grower,  to  agriculture  in  general,  and  it's  an 
important  thing  in  holding  the  squirrel  population  down,  which,  in 
turn,  reduces  any  possibility  of  bubonic  plague  becoming  a  serious 
factor. 

At  Stockton,  George  Stitton  of  the  county  agricultural  commis- 
sioner's office  explained  use  and  procedures  of  Compound  1080  in  San 
Joaquin  County : 

As  has  been  stated  1080  is  regulated,  the  use  of  1080  is  regulated 
by  state  law.  Also  rules  and  regulations  of  tlie  Director  of  Agri- 
culture as  to  procedures  which  must  be  followed  in  that  usage. 
In  this  county,  we  endeavor  to  follow  these  regulations  as  closely 
as  we  can.  We  have  men  working  for  our  office  who  apply  the 
1080  baits  in  rodent  control,  mainly  ground  squirrel  usage.  Before 
any  poison  bait  is  placed  upon  a  property,  the  farmer  must  give 
his  consent  to  the  use  of  that  material  on  his  ranch.  Then  the  ma- 
terial, the  bait,  is  applied  by  our  men  who  have  been  trained  in 
the  usage  of  the  material.  This  is  done  under  the  supervision  of 
an  inspector  who  has  been  certified  by  the  State  as  being  qualified 
to  work  in  rodent  control  work.  After  the  application  of  the  baits, 
about  two,  sometimes  three  days  later  inspection  of  the  property 
is  made  by  the  inspector.  Any  dead  squirrels  which  he  finds  on 
top  of  the  ground  are  put  down  in  the  holes,  any  exposed  bait 
which  may  be  left  remaining  is  covered  up. 

We  have  used  1080  ever  since  its  introduction,  and  at  the  pres- 
ent time  we  have  not  had  one  valid  complaint  or  any  injuries  due 
to  the  use  of  this  material.  .  .   .  We  can  see  it  a  very  excellent 

'Walter  S.  Cummings,  Santa  Barbara  Meeting,  October  26,  19.59. 
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material  fur  rodent  control  work.  AVe  would  like  to  continue  using 
it.  You  have  to  be  careful  where  it  is  used.  We  never  allow  any 
1080  to  be  placed  in  ])opulated  areas,  heavily  populated  areas — 
say  around  town  or  even  in  the  suburbs  where  you  may  have  a 
little — some  small  ranches  of  one-half  acre,  acre,  quite  a  popula- 
tion in  an  area.  Wherever  we  use  the  material  it  is  used  out  on  the 
larger  acreages,  and  even  there  we  stay  away  from  the  house  and 
barn  and  buildings. 

It  is  used  just  about  all  over  the  county  as  far  as  area  is  con- 
cerned. The  biggest  percentage  of  it  would  be  used  in  the  area 
on  the  west  side,  all  the  way  down  from  Thornton  clear  down  into 
Tracy.  Control  is,  I  would  say,  all  the  way  from  80  percent  to  100 
percent.  It  just  depends  on  .  .  .  truly  effective,  very  effective.  Some 
places  we  have  100  percent  eradication.  We  do  not  recommend 
1080  as  an  eradieative  material.  Where  large  populations  of  ground 
squirrels  exist  we  use  1080  to  thin  the  population  down.  Tlien  for 
eradication  we  recommend  following  up  with  a  gas — carbon  bi- 
sulphite— treating  the  individual  holes  which  may  .  .  . 

At   Riverside   the   Agricultural   Commissioner   for   San   Bernardino 
County  spoke  of  regulated  use  of  1080 : 

Now,  briefly  in  support  of  regulated  use  of  1080.  I  think  that 
w^e  can  agree  that  materials  such  as  sodium  fluoroacetate  should 
be  permitted  use  only  under  careful  regulation  and  supervision. 
Such  is  the  intent  of  our  present  law  and  regulations  authorized 
thereby.  I  would  refer  to  the  Agricultural  Code,  Section  1080.6 
and  also  the  California  Administrative  Code,  Sections  2470  to 
2472  inclusive. 

Now  should  it  be  considered  that  even  more  caution  is  necessary 
in  the  use  of  Compound  1080  as  a  rodenticide,  it  would  be  my  sug- 
gestion that  such  matter  be  approached  not  hy  change  of  state  law, 
but  rather  by  tightening  of  regulations  authorized  by  state  law. 
When  it  is  "considered  that  commensal  and  field  rodents  cause 
losses  to  our  country  to  the  tune  of  from  one  to  two  billion  dollars 
annually,  and  in  California  .  .  .  out  .  .  .  several  million  dollars 
annually,  it  is  imperative  that  we  have  a  material  available  to  us 
that  will  do  an  effective  job  when  other  materials  of  more  common 
use  fail. 

1080-treated  grain  is  colored  with  yellow  dye  to  be  identified  as 
such  and  as  a  detractor  for  birds.  When  applied  in  field  use,  indi- 
vidual baitings  are  of  a  minimum  size  and  all  placecl  with  long- 
handled  spoons  well  down  in  the  rodent  burrow.  1080  is  used  only 
under  direct  supervision  and  by  responsible  personnel  of  our 
.  department. 

This  treated  bait  is  taken  to  the  field  by  our  men  and  any  amount 
not  used  during  the  dav  is  picked  up  by  our  men.  All  poisoned 
bait  materials  are  carefully  packaged  and  labeled  aud  stored  un- 
der lock  and  key.  Work  done  is  checked  shortly  after  for  favorable 
or  unfavorable"  results.  Now  in  rodent  control,  as  in  other  pest 
control,  we  look  and  hope  for  assistance  for  predators.  When  such 
natural  help  is  not  forthcoming,  ranchers  recpiest  assistance  par- 
ticularly   when    strychnine-treated    grain — which    is    available    to 
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them  without  restriction — is  not  sufficiently  effective.  There  are 
real  emergencies  from  time  to  time  in  our  county,  and  it  is  our 
experience  that  we  need  a  rodenticide  available  to  us  such  as 
Compound  1080;  much  more  effective  than  the  other  materials 
available  to  us  such  as  strychnine  or  zinc  phosphide.^ 

He  asserted  that  there  are  adequate  safeguards  in  the  use  of  1080 
as  the  law  is  written,  when  properly  administered. 

At  the  Salinas  hearing,  Ward  Saunders,  San  Benito  County  Agri- 
cultural Commissioner,  stated: 

I  would  like  to  point  out  that  in  regard  to  the  hazard  to  wildlife, 
the  board  of  supervisors  the  first  of  July  hired  a  trapper  to  reduce 
the  number  of  coyotes  that  were  annoying  the  sheep  and  the  cat- 
tlemen. So  in  that  regard,  at  least,  it  has  not  been  a  completely 
destructive  agent  insofar  as  the  coyotes  are  concerned. 

Albert  W.  Culver,  of  the  Monterey  County  Commissioner's  office, 
testified : 

We,  in  Monterey  County  Agricultural  Commissioner 's  office,  feel 
that  with  "1080"  we  have  a  material  that  is  doing  a  good  job  at  a 
reasonable  cost.  Many  cattlemen  insist  on  the  use  of  "1080"  be- 
cause it  is  doing  a  good  job  for  them  with  no  known  ill  effects. 
Today,  in  agriculture,  we  are  using  many  new  and  hazardous  ma- 
terials to  protect  our  crops  and  lands.  Properly  handled,  these 
materials  have  been  a  great  help  in  controlling  insects,  weeds, 
etc.  We  feel  that  "1080"  has  proven  itself  as  an  important  and 
necessary  material  and  that  its  use  should  be  continued. 

A  cattleman  near  Hollister  whose  ranch  consists  of  15,000  acres, 
stated  that  he  has  never  known  to  have  a  dog  lost  from  ' '  1080. ' ' 

John  DeGay,  rancher  in  the  Upper  Carmel  Valley  and  Jamesburg 
area  testified : 

I  would  like  to  add  that  in  regard  to  the  coyote  situation  in  our 
particular  area,  the  Fish  and  Game  conducted  a  very  intensive 
trapping  campaign  before  we  were  there  and  we  don't  have  the 
coyotes — once  in  a  very  great  while  you  see  a  coyote  so  I  don't 
know  whether  the  coyotes  would  pick  up — I  suppose  they  would, 
but  we  have  never  found  any  caracasses  anywhere  at  all.  And 
regard  to  the  birds,  we  have  some  quail — not  many — but  I  have 
never  seen  any  quail  and  we  poison  in  where  these  little  chipmunks 
are  and  they  don't  take  it.  That's  a  peculiar  thing.  I  think  that 
perhaps  they  would — they  don't  take  this  1080  at  all — you  can 
kill  the  squirrels  right  out  and  the  chipmunks  will  still  be  there. 

At  the  Bakersfield  meeting,  a  number  of  ranchers,  representatives 
from  the  Kern  County  Farm  Bureau,  Fish  and  Game  Association  and 
the  Kern  Branch  of  the  California  Cattlemen's  Association  spoke  of 
the  need  for  the  continued  use  of  Compound  1080,  under  the  rules  and 
regulations  set  forth  by  the  county. 

'Harold  Crane,  Riverside  Hearing,  November  27,  1959. 
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Carl  F.  Twisselman,  Vice  President  of  the  California  Cattlemen's 
Association  and  Chairman  of  the  Association's  Range  Improvement 
Committee : 

It  took  years  to  get  a  control  program  operated  through  the 
Department  of  Agriculture.  Our  range  lies  on  both  sides  of  the 
San  Lnis  Obispo-Kern  county  lines,  and  we  have  worked  with  both 
counties. 

The  statement  is  often  made  that  these  programs  are  detrimental 
to  wildlife  and  game.  There  is  no  one  who  has  more  interest  in 
beneficial  wildlife  than  those  in  the  back  country  who  are  protect- 
ing and  raising  this  wildlife.  Raising  and  protecting  beneficial 
wildlife  costs  the  ranchers  a  lot  of  money,  and  if  it  were  not  for 
their  natural  interest  and  knowledge  of  wildlife  it  would  be  pretty 
scarce  today. 

1080  is  the  only  poison  we  have  available  that  will  control 
rodents.  The  strict  regulation  under  which  it  is  handled  works  a 
hardship  on  the  ranchers,  but  other  poisons  have  become  ineffective 
and  we  have  no  choice. 

Also,  at  the  Bakersfield  meeting,  Charles  Dick,  Deputy  Director  of 
the  California  Department  of  Agriculture,  testified  that : 

Years  ago  we  had  some  controversy  or  differences  of  opinion 
with  respect  to  the  use  of  phosphorus  when  it  first  came  out  as 
a  rodenticide.  Then  the  next  one  was  strj^chnine  and  we  had  some 
differences  of  opinion  on  it.  So  when  we  got  to  thallium  sulphate 
as  a  rodentcide,  the  Department  of  Agriculture,  specifically  asked 
the  Legislature  to  enact  a  law  to  restrict  the  use  of  thallium  to  the 
official  agencies.  Then  when  Compound  1080  hit  the  market  we 
did  the  same  thing,  and  that  is  the  reason  why  Compound  1080 
can  only  be  used  now  by  the  official  agencies. 

A  rancher  from  Chino  spoke  of  his  experience  on  his  3,000-acre 
area: 

Most  of  it  is  pasture  land  in  the  West  Chino  foothills.  For  the 
past  15  years  we  have  had  an  increasing  problem  of  squirrels  and 
small  rodents ;  principally  squirrels.  Until,  I  believe  it  was  three 
years  ago,  but  I  think  we  used  1080  in  1957,  and  in  1958,  with 
what  I  would  say  almost  perfect  results.  Of  course,  the  squirrels 
move  in  from  surrounding  areas  that  have  not  seen  fit  to  spend 
the  money  and  try  and  clean  up  their  problem.  This  year  they 
moved  in  heavier  than  any  time  since  I  have  been  in  the  Chino 
area.  And  it  just  seemed  like  the  ground  almost  moved  there  were 
so  many  of  them. 

And  I  asked  the  commissioner's  office  for  help  on  it  and  they 
were  short  on  help,  but  recommended  that  I  put  out  strychnine- 
treated  grain.  Which  I  did  twice.  Instead  of  diminishing  the  pop- 
ulation, it  just  seemed  to  encourage  them  to  work  towards  in- 
creasing, and  I  finally  in  desperation  told  them  that  I  just  had 
to  have  some  relief — it  was  becoming  impossible. 
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.  .  .  But  if  there  was  any  secondary  effects  or  harmful  effects  to 
any  other  animals  I  think  it  would  have  shown  up  in  the  cat  pop- 
ulation.^ 

President  of  the  San  Luis  Obispo  County  Farm  Bureau  felt  that 
Compound  1080  should  be  continued  for  the  control  of  ground  squirrels 
in  the  area.  With  a  well-regulated  program,  the  county  commissioner 
was  preparing,  handling  and  distributing  the  poison  under  strict  su- 
pervision. 

Thomas  Chalmer,  San  Luis  Obispo  Agricultural  Commissioner,  sub- 
mitted information  on  the  rodent  problems  the  county  has  had  in  the 
past : 

San  Luis  Obispo  County  is  an  extremely  favorable  habitat  for 
the  California  ground  squirrel  and  at  tW  time  of  instituting  the 
present  program  of  control,  it  was  estimated  that  at  least  10  per- 
cent of  the  crops  of  this  area  were  being  destroyed  by  these  ro- 
dents. On  the  basis  of  a  total  valuation  of  $11,975,900  for  1928, 
approximately  $1,000,000  worth  of  crops  were  destroyed  by  ground 
squirrels  each  year. 

The  situation  was  extremely  bad  as  there  was  very  little  sys- 
temized  control  work.  Poisons  of  various  kinds  were  used  by 
farmers  with  little  success.  Some  of  the  bait— in  the  light  of  pres- 
ent-day knowledge  and  practice— being  of  astonishingly  high 
strength.  In  addition,  it  was  established  in  the  minds  of  farmers 
that  adequate  control  was  not  possible  unless  there  were  several 
consecutive  applications  of  a  bait  material  during  a  year.  As  a 
result  of  this  policy,  staggering  amounts  of  bait  material  were 
applied  during  the  period  immediately  preceding  the  start  of  the 
present  program. 

To  correct  this  situation,  meetings  were  held  throughout  the 
county  to  advise  farmers  concerning  the  problem  created  by  fre- 
quent, untimely  applications.  The  result  of  this  educational  pro- 
gram, which  has  been  continued  throughout  the  years,  is  a  great 
reduction  in  the  amount  of  bait  material  required  in  this  work. 
At  the  present  time  a  minimum  amount  of  bait  material  is  re- 
quired biennially  and  almost  all  under  supervision  of  this  depart- 
ment. In  addition  to  close  supervision  of  the  work  before,  during, 
and  after  application,  treatments  are  now  timed  for  the  period 
of  year  best  suited  for  maximum  results.  At  the  present  time  in 
San  Luis  Obispo  County,  grain  treated  with  sodium  fluoroacetate 
is  applied  only  once  during  the  two-year  period  over  a  very  great 
part  of  this  area.  In  other  words,  farmers  are  completely  in  ac- 
cord with  the  present  program  of  control  in  which  exposed  bait  is 
so  timed  that  more  than  90  percent  is  consumed  within  a  48-hour 
period.  This  practice  of  exposing  baits  for  a  short  period  only  once 
during  a  two-year  period,  or  only  when  it  is  required,  has  elimi- 
nated the  secondary  danger  to  other  animals. 

Since  dogs  are  attracted  to  dead  rodents,  a  risk  does  exist  rela- 
tive to  these  animals  from  1080  poison.  However,  the  supervised 
program  of  control  and  a  warning  to  farmers  about  this  danger, 
particularly  regarding  keeping  dogs  well  fed  and  restricting  their 

1  Paul  Greening,  Santa  Barbara  Hearing,  October  26,  1959, 
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movements  at  time  of  the  control  work,  has  practically  eliminated 
the  danger, 

John  W.  Dixon,  Agricultural  Commissioner  for  Fresno  County : 

We  have  in  the  San  Joaquin  Valley  an  overabundance  of  ground 
squirrels  and  other  rodents,  which  affect  the  growing  of  many 
crops.  If  these  ground  squirrels  are  not  controlled,  it  will  be  im- 
possible to  grow  nut  crops,  raisins,  and  could  seriously  hamper  the 
growing  of  grain.  The  only  method  whereby  we  can  control  these 
is  by  the  use  of  poisoned  grains  which  are  acceptable  at  certain 
times  of  the  year.  The  results  of  the  clean-up  campaign  in  certain 
areas  has  been  good.  We  are  endeavoring  to  do  this  poisoning 
by  block  method.  That  is,  to  take  a  certain  part  of  the  county  each 
year  and  clean  the  ground  squirrels  up  thoroughly,  and  only  com- 
ing back  in  case  of  a  complaint  or  where  the  application  has  not 
proven  effective.  There  are  several  poisons  that  are  used,  but  the 
most  effective  and  the  cheapest  is  this  sodium  fluoroacetate, 
"1080." 

...  Over  the  years  in  Fresno  County,  there  has  been  no  human 
accident  with  it,  no  game  has  been  hurt  where  "1080"  has  been 
used.  There  has  been  sometimes  a  question  and  "1080"  has  been 
blamed,  but  in  every  case,  I  believe,  we  have  found  that  the  killing 
of  game  has  had  some  other  cause.  One  case  in  particular  in  which 
"1080"  was  blamed  for  killing  deer  in  an  area  north  of  us,  the 
cause  afterward  was  found  to  be  a  dry  season  and  deer  had  been 
browsing  on  Mexican  whorleaf  milkweed.  The  symptoms  for  poison 
of  these  two  are  very  different.  A  milkweed  is  an  excitant  and 
causes  great  agitation  and  threshing  around.  The  effects  of  ' '  1080 ' ' 
has  a  numbing  effect,  and  had  those  who  reported  the  deer  being 
killed  known  these  symptoms  there  probably  would  not  have  been 
the  report  which  was  spread  around. 

Deer  cannot  get  a  sufficient  dose  because  it  is  spread  out  thinly — 
a  grain  or  two  here  and  there,  never  put  out  by  handfuls.  I  doubt 
if  a  deer  even  picks  up  a  single  grain.  Where  it  is  properly  placed 
— as  in  Fresno — "1080"  is  no  hazard  to  game  or  livestock  or 
people,  but  is  a  big  advantage  and  the  cheapest  method  of  con- 
trolling our  ground  squirrel  problem. 

The  Agricultural  Commissioner  from  Modoc  County  and  representa- 
tive of  the  Modoc  County  Board  of  Supervisors,  submitted  a  resolution 
which  was  presented  at  the  first  hearing  of  Assembly  Bill  1996 
(Beaver)  indicating  that  members  of  the  board  of  supervisors  urged 
the  continued  use  of  Compound  1080  on  the  grounds 

that  it  would  seriously,  and  without  valid  reason  therefore,  handi- 
cap and  jeopardize  rodent  control  operations  necessary  to  protect 
the  agricultural  economy  and  public  of  the  county. 

At  Red  Bluff,  the  agricultural  commissioner  testified  that : 

We  have  used  "1080"  in  Modoc  County  for  13  years  along  with 
other  rodenticides.  It's  all  been  used  under  my  immediate  super- 
vision. 
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There  have  been  some  mistakes  made,  yes.  Whether  you  classify 
them  as  misuse  I  don't  know.  .  .  .  We've  lost  some  dogs,  yes,  sir. 
As  you  have  probably  read  in  the  paper  we  lost  some  geese.  .  .  . 
"1080"  was  not  entirely  alone  involved  in  that  since  .  .  .  geese 
were  also  poisoned  at  the  same  time  with  zinc  phosphide  and 
strychnine.  It  was  the  ecological  situation  existing  at  the  time  that 
was  directly  responsible  .  .  .  not  the  material  or  the  method 
of  use. 

...  It  could  happen  again,  but  I  hardly  think  it  will,  from 
the  knowledge  we  gained  at  the  time.  It  is  highly  improbable 
that  anything  like  that  will  happen  again. 

...  If  I  might  just  make  one  remark  that  I  think  is  very  per- 
tinent that  I  don't  think  has  been  brought  up  before.  These  peo- 
ple that  are  opposed  to  "1080,"  no  doubt,  many  of  them  are  op- 
posed on  very  honest  motives,  but,  in  my  opinion,  they're  opposed 
on  honest  motives  in  the  attempt  to  protect  wildlife  which  I  can 
well  understand,  but  I  think  that  what  they  have  achieved  is 
directly  the  opposite  because — I  may  be  wrong  in  my  opinion — 
but  I  think  they  have  got  a  lot  of  people  so  badly  scared  that 
they  are  afraid  to  conduct  any  experimental  work  in  this  field 
that  is  badly  needed  by  persons  like  myself.  I  hope  I  made  myself 
clear.^ 

Dr.  Madeline  Algee,  Santa  Barbara  County  rancher,  representing 
members  of  the  Crescent  Farm  Bureau,  presented  a  resolution  oppos- 
ing the  banning  of  Compound  1080  and  a  petition  signed  by  20  persons 
in  the  Parkfield-Bradley  area  who  believe  that  the  poison  is  not  detri- 
mental to  wild  game, 

and  is  valuable  in  the  control  of  rodents.  The  1080  poison  has  been 
a  great  benefit  for  many  years  and  is  far  less  dangerous  to  wildlife 
than  phosphorus  which  was  in  wide  use  before  1080.  Also,  phos- 
phorus has  the  added  danger  of  fire.  It  has  not  been  our  experience 
that  game  has  sutt'ered  when  1080  was  properly  used  as  it  has  been 
under  county  supervision.  This  petition  was  signed  by  20  names. 

The  only  complaint  that  we  have  had  in  our  area  is  an  occa- 
sional rancher  usually  new  to  the  area  who  has  lost  a  dog  or  a  cat 
because  he  did  not  tie  the  dog  up  and,  therefore,  has  had  a  chip 
on  his  shoulder. 

We  have  had  a  little  difficulty  in  our  area  getting  co-operation 
from  our  agricultural  commissioner  in  our  program.  He  has  the 
theory  that  once  every  two  or  three  years  is  better  than  every 
year,  and  we  have  a  very  heavy  population  of  squirrels.  We 
haven't  been  adequately  poisoned  for  quite  a  few  years  because 
we  haven't  had  co-operation  from  him,  but  I  think  he  is  going  to 
co-operate,  or  else. 

We  find  that  1080  is  a  very  effective  poison.  .  .  .  People  pay  for 
the  poison  and  the  county  supervibch. 

Paul  Jennings,  president  of  the  East  Highlands  Orange  Company, 
and  owner  of  1,100  acres  of  citrus  in  San  Bernardino  County,  tes- 
tified : 


1  Lroring  V^hite,  Red  Bluff  Hearing,  August  26,  1960. 
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Two  years  ago  this  coming  spring — almost  overnight — out  of 
the  brush  that  surrounds  our  orchard  we  were  deluged  by  a  lot  of 
field  mice.  Before  we  knew  hardly  what  had  happened,  we  found 
that  they  evidently  needed  some  moisture  so  they  came  under  our 
trees  and  had  besun  to  gnaw  the  bark  of  our  trees.  Now  some  of 
these  trees  are  40  and  45  years  old— bearing  six  to  eight  boxes  of 
fruit.  We  did  everything  we  could  .  .  .  we  used  warfarin  which 
we  use  all  the  time  to  protect  against  squirrels;  we  talked  to  Mr. 
Crane;  and  we  used  some  strychnine  on  grain;  on  pieces  of 
oranges  and  even  on  things  like  lettuce  to  see  if  we  could  control 
them;  and  it  was  just  going  from  bad  to  worse.  So  .  .  .  finally 
Mr.  Crane  sent  one  of  his  deputies  over  and  reviewed  the  situa- 
tion with  us,  and  they  came  over  and  began  to  use  1080.  Within 
30  days  after  they  had  put  this  1080  out  most  of  the  mice  were 
gone.  Now  as  I  say,  it's  been  about  two  years  and,  yet,  right  now, 
we  are  losing  about  200  trees. 

It  seems  to  me,  I  am  not  saying  that  this  1080  is  the  thing  we 
should  use,  but  I  am  asking  the  committee,  don't  take  that  away 
unless  Ave  have  something  comparable  because  we  have  other 
orchards  that  are  away  from  the  mountains  and  we  are  not 
troubled  with  these  field  mice. 

If  Not  1080— Something  Just  As  Good 

Garret  Van  Horn,  co-owner  and  operator  of  a  1,200-acre  ranch  in 
Gila  Valley  (Santa  Barbara  County)  testified: 

I  wanted  to  speak  briefly  about  1080,  and  make  just  one  point 
and  that  is  that  surely  there  are  other  poisons,  and  surely  there 
are  other  things  that  perhaps  the  State  could  authorize  the  use  of. 
However,  I'd  like  to  emphasize  that  1080  is  a  very  effective  poison 
and  ever  since  the  county  has  used  1080  on  our  place  we  have 
noticed  a  tremendous  decline  in  the  population  of  squirrels,  and 
the  jackrabbits  don't  seem  to  be  as  numerous  as  they  were  when 
the  coyotes  were  there,  and  I  just  would  like  to  say  that  when  we 
have  something  good  there  always  seems  to  be  a  group  of  people 
getting  together  to  try  and  get  rid  of  it.  That's  fine,  I'm  all  in 
favor  of  change  if  you  can  get  something  better,  but  we  have 
something  now  that  has  worked  successfully  here  in  this  area. 

A  Change  in  Wordage 

Virgil  Strong,  Gulf  Pest  Control  General  Manager  and  Entomolo- 
gist, formerly  with  the  State  Pest  Control  Association,  testified  at 
Fresno : 

It  seems  that  every  few  years  this  subject  comes  up  again  and 
we  rehash  and  fight  the  same  thing  over  and  over  again.  My  only 
concern  is  that  people  serving  under  structural  pest  control  and 
under  agricultural  pest  control  licenses  serve  under  dual  licenses 
and  comply  with  the  same  regulations.  I  have  a  suggestion,  it  was 
always  my  concern,  we  use  not  as  much  1080  as  we  used  to,  we  have 
a  different  outlook  on  it.  We  are  after  the  vector  of  bubonic  plague 
on  squirrels  and  on  rats  and  mice.  1080  is  used  in  water,  it  is  used 
sometimes  in  canned  tuna  placed  out  along  the  wharves  for  wharf 
rats  or  the  waterway  rats  and  most  commonly  it  is  placed  in  water. 


118  ASSEMBLY  INTERIM   COMMITTEE  ON  AGRICULTURE 

And  Assembly  Bill  1996,  line  13,  which  gives  the  exemption  to 
structural  pest  control  people,  you  might  be  interested  in  know- 
ing that  you  give  here  the  exemption  to  structural  pest  control 
people,  but  in  the  Structural  Pest  Control  Act,  it  says  that  we 
must  abide  by  the  laws  and  regulations  of  the  Bureau  of  Chemistry 
concerned  with  1080.  I  would  like  to  see  the  additional  wordage 
here  that  in  the  absence  of  more  stringent  law  under  this  exemp- 
tion that  the  laws  pertaining  to  agricultural  pest  control  shall 
prevail.  There  has  been  a  twilight  zone  there  between  the  two 
industries. 

I  think  that  whichever  laws,  when  it  concerns  structural  pest 
control,  we  are  licensed  under  both,  we  do  both.  We  have  28  offices 
throughout  California  and  Arizona  and  in  our  agricultural  work 
we  must  be  licensed  and  report  to  the  varimis  agricultural  commis- 
sioners. Then  it  comes  to  the  concern  .  .  .  while  I  am  here,  this 
Avill  tie  in  very  quickly  with  Assembly  Bill  2513,  Article  1.7  or 
disciplinary  procedures.  Subsection  160.43.  And  I  am  quite  con- 
cerned about  this  and  always  have  been.  ' '  In  all  accusations  against 
licensees  shall  be  filed  within  90  days  after  the  act  or  omission 
alleged  as  the  ground  for  disciplinary  action."  If  I  were  under 
the  Agricultural  Code,  if  I  were  operating  and  I  killed  a  dog  and 
it  happened  to  be  120  days  before  they  finally  proved  that  perhaps 
it  was  the  1080,  I  feel  that  the  90  days  is  not  long  enough,  and 
in  this  day  and  age  herbicides  being  used  along  with  residual  com- 
pounds being  used,  I  feelalso  there  that  the  90  days  certainly  is 
not  enough. 

1080  is  a  terrific  tool  and  misused  can  be  a  terrible  thing.  I  don't 
care  what  regulations  we  abide  by,  but  we  all  want  to  abide  by 
the  same  regulations.  The  more  stringent  it  is,  as  far  as  I  am  con- 
cerned, the  better  operations  we  will  have,  and  we  will  not  lose 
the  use  of  this  tool. 

1080  is  in  a  class  by  itself,  and  in  our  operations  we  do  not 
resort  to  1080  unless  "it  is  the  last  straw.  First  of  all,  in  the 
technique  has  a  great  deal  to  do  Avith  the  killing  of  any  rodent,  and 
we  prefer  to  use  other  materials  first,  and  if  we  have  to,  we  would 
use  1080  as  the  last  resort.  Of  course,  we  are  dealing  primarily 
with  household,  commercial  establishments. 

Opposifion  to  Compound  7080 

B.  Dr.  H.  M.  Weber  of  Indio,  representing  the  Desert  Protective 
Council,  which  is  made  up  of  a  good  many  hundred  members  and  which 
collaborates  with  organizations  totaling  a  good  many  thousands,  spoke 
at  the  Riverside  Meeting,  as  a  doctor  of  medicine  and  human  conser- 
vationist : 

First,  as  I  said  1080  is  a  very  effective  poison.  Now  one  of  the 
special  difficulties  with  the  poison  program  generally,  is  that  the 
public  has  not  been  fully  informed  or  the  public  has  been  lulled  to 
sleep  about  the  dangers  of  many  of  these  programs.  In  connection 
with  1080  for  example,  the  latest  bulletin  which  the  manufacturers 
published  is :  Technical  Bulletin  Number  Three.  Now  as  an  example 
of  the  tendency  to  belittle  the  dangers  involved,  on  the  title  page, 
the  Tull  Chemical  Company— which  manufactures  1080— writes, 
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(thejO  (make)  the  statement  that  it  is  also  very  toxic  to  man  and 
(they)  say  then  that  several  fatal  eases  have  been  reported.  Now 
we  turn  to  page  two — of  the  same  bulletin — and  here  we  find 
Avhere  the  efficient  Wildlife  Service  of  the  Department  of  the  In- 
terior reports  that :  16  deaths  have  been  reported  to  date,  which  is 
a  very,  very  incomplete  record  according  to  the  American  Medical 
Association  wliicli  claims — in  a  letter  to  me — that  probably  the 
deaths  are  far  above  16.  But  the  point  I  want  to  make  is  that  the 
Tull  Chemical  Company  calls  it  several  deaths  and  this  report  to 
date  saj's  16. 

I  should  have  also  stated  that  the  information  on  this  particular 
compound  is  very  incomplete.  We  simply  don't  know  .  .  .  we  know 
relatively  little  about  its  effects  or  its  potential  damage  which  it 
may  be  doing  to  many  of  us  indirectly  through  poisoning  .  .  .  the 
poisoning  program.  By  that  I  mean,  as  an  example,  a  pheasant  or 
a  turkey  or  a  chicken  has  high  resistance  to  1080.  It  can  eat  30 
times  as  much  of  the  1080  material  or  kilogram  of  body  weight  as 
can  a  coyote  or  a  rat.  In  other  words,  it  is  possible,  therefore,  now 
this  should  have  been  studied  years  ago  .  .  .  for  a  pheasant  to 
eat  enough  1080  so  that  in  one  drumstick  there  sliould  be  enough 
1080  to  kill  a  person — see  what  I  mean — before  the  pheasant  dies 
because  of  that  high  tolerance.  Now  that  has  not  been  worked  out. 
I  maintain,  however,  that  because  of  the  fact  that  this  material  is 
stored  in  the  animal  or  bird  that  eats  it  as  1080  it's  not  changed 
which  is  another  calculated  risk  which  is  very  serious  about  1080. 
When  you  a,bsorb  it,  it  does  not  change  in  its  material  makeup.  It 
is  still  possible  to  poison  other  things  which  consume  the  thing 
which  eats  it.  ^Vliich,  again,  as  I  say  makes  it  different  from  other 
poisons. 

Now,  additionally,  while  I  am  on  that  angle  of  it,  one  of  the 
common  symptoms  of  1080  is  it  causes  vomiting.  That  vomitus 
always  contains  1080  material  which  in  turn  can  poison  other 
things  Avhich  eats  the  vomitus.  That  has  happened  many  times. 

Now  I  would  like  to  go  back  to  my  original  subject  here  about 
misrepresentation  or  attempts  to  belittle  the  dangers  involved.  The 
Tull  Chemical  Company  also  states  (here)  in  their  later  bulletin. 

The  Tull  Chemical  Company,  on  page  two,  makes  this  statement 
—and  I  consider  this  the  understatement  of  the  year — ^"The  selec- 
tion of  the  best  antidote  for  fluoroacetate  poisoning  is  complicated 
by  the  fact  that  there  is  little  evidence  of  the  effectiveness  of  any 
measure  in  man ' '. 

Then  there  is  no  antidote  is  there?  And  yet,  (they)  begin  the 
statement  by  saying  that  the  selection  of  the  best  antidote,  when  it 
is  known  definitely  that  there  is  no  antidote.  Once  you  get  1080 
inside  of  you  that's  the  end  of  you.  That  is  a  medical  fact  that 
there  is  no  argument  about.  Now  another  point.  How  poisonous  is 
1080.  The  list  of  deaths  from  1080— as  sent  to  me  by  the  American 
Medical  Association — shows  that  six  of  the  16  reported  .  .  .  were 
in  children  who  had  merely  chewed  the  empty  paper  cup  which 
had  contained  the  1080  solution.  Now  that  indicates  that  is  is  a 
pretty  violent  poison  and  that  is  exactly  what  it  is.  1080,  in  fact, 
is  such  a  magnificent  poison  that  we  think  that  it  should  never  be 
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outside  of  the  chemical  laboratory,  particularly  inasmuch  as  there 
are  other  compounds  that  you  could  use.  Now  you  have  heard 
statements  here  about  the  ettectiveness  of  1080.  But  many  of  us 
maintain,  and  I  think  reasonably  so,  that  1080  actuaUy  defeats 
the  purpose  for  which  you  originally  use  it. 

Now  1  have  a  letter  (here)  from  the  agriculture  commissioner 
of  Modoc  County  which  was  written  at  the  time  of  the  large  water- 
fowl poisoning  111  the  counties  up  north  in  California  and  m  south 
Oregon,  and  he  makes  this  statement  that :  '^  We  have  used  1080  for 
both  microtus  and  citellus— those  are  two  forms  of  field  mice— 
in  this  county  for  10  years  without  any  previous  trouble,  but  never 
before  has  this  countryside  been  so  completely  denuded  of  crop 
residues  and  other  game  bird  food  as  m  this  present  mouse  in- 
festation." It  was  reported,  Mr.  Chairman,  as  you  probably  read, 
that  there  were  as  many  as  10,000  field  mice  to  the  acre  at  that 
time.  Now  there  is  a  Modoc  County  agricultural  commissioner  re- 
ports that  after  the  use  of  1080  for  10  years  they  have  diversed  in- 
festation .  .  . 

If  that  argument  were  valid,  then  you  could  say  water  was 
poison  because  you  can  drink  too  much  water  and  kill  yourself. 
This  is  not  valid.  I  am  speaking  of  a  specific  substance  (here)  which 
is  so  poisonous  that  once  you  have  a  symptom  from  the  poisoning 
you  are  gone.  It  is  so  poisonous  also  that  a  small  amount  of  it  will 
kill  you.  But  I  think  that  most  doctors  would  agree  that  any 
poison  for  which  there  is  no  antidote  shoidd  not  be  outside  of 
the  chemical  laboratory.  Now  you  wanted  to  know  the  date  of  this 
letter  •  May  12,  1958.  Again,  coming  back  to  the  poison  program 
generally,  not  just  specifically  1080,  I  think  you  gentlemen  have 
seen  .  .  .  Thompson  Chemical  Corporation,  m  which  they  report 
a  12-year  study  in  connection  with  rice  insecticides  and  they,  them- 
selves have  stopped  the  manufacture  of  these  because  they  are 
defeatino-  the  purpose  for  which  they  are  intended.  I  would  cite 
for  you  the  instance,  the  case  of  DDT  where  origmaUy  the  public 
was  advised  that  it  would  kill  bugs,  but  wouldn't  hurt  people  and. 
actually  today  it  is  shown  that  it  will  not  kill  bugs  but  that 
probably  right  within  this  hearing  here,  now,  there  are  people 
who  may  be  developing  cancer  of  the  liver  from  the  residual  ettect 

of  DDT. 

Substitute 

There  is  a  compound  known  as  warfarin  which  was  used  as  a 
rodenticide  for  many  years  which  is  absolutely  harmless  to  almost 
every  other  form  of  animal  or  bird.  I  know  of  many  farmers  who 
will  absolutely  not  permit  1080  on  their  place  who  get  very,  very 
good  results  with  strychnine.  Now,  again,  Mr.  House,  as  I  said  1080 
is  simply  a  wonderful  poison.  There  is  no  superior  to  it,  but  1  would 
say  that  if  poisoning  is  your  principal  objective ;  that  the  desire  is 
simply  to  kill  everything,  an  even  better  method  would  be  an 
atomic  bomb  because  that  would  really  get  rid  of  everything.  But 
we  must  be  reasonable  and  rational,  and,  again  1080  is  a  cheap 
poison;  it  is  a  powerful  poison;  it  is  an  effective  poison,  but  I  am 
absolutely  convinced  it  is  defeating  the  purpose  for  which  it  is 
intended. 
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Now  stryclmine  is  distinctive  in  its  taste,  in  that,  say  it  is  also 
\ery  definitely  subject  to  the  treatment  of  antidotes  that  you  can 
use  once  you  get  strj-clinine  poisoning.  Many  people  who  are 
poisoned  by  strychnine  recover  from  it  because  of  the  antidotes 
that  are  usable.  Again,  I  don't  believe  that  strychnine  will  last  in 
the  animals  or  other  birds  wdien  strychnine  has  been  taken  in  the 
body — it  changes.  The  very  diabolical  characteristic  of  1080  is  the 
fact  that  it  does  not  change  in  j^our  body.  Anything  that  eats  1080 
and  lays  there  will  poison  the  next  thing  that  eats  it.  There  is 
absolutely  no  end  to  the  things  which  1080  can  kill  in  a  chain 
reaction.  Because,  as  I  say,  it  does  not  change  its  formation,  it 
does  not  oxidize  and  .  .  .  that  of  course,  is  one  of  the  reasons  why 
there  is  no  antidote  for  it — you  can't  change  it.  It's  simply — with 
all  of  the  good  characteristics  it  has,  and  all  the  good  work  it  does 
— too  dangerous  for  people. 

And  so  far  as  people  controlling  it  is  concerned,  it  has  been 
proved  that  the  very  rigid  controls  now  used  do  not  control  it. 
It  has  definitely  been  proved  time  and  again,  I  have  talked  per- 
sonally with  pest  exterminators  who  have  license  to  use  it,  and 
they  have  pooh-poohed  the  danger  of  it  to  me.  They  have  said 
it's  the  finest  thing  in  the  world.  "I  just  fill  a  little  paper  cup  with 
solution  and  put  it  in  back  of  the  refrigerator  and  the  rats  are  gone. ' ' 
Sure  they  are  gone.  See  what  I  am  getting  at.  These  people  don't 
understand  the  dangers  incidental  to  it. 

I  question  that  you  can  ever  get  sufficient  control.  It's  like 
coming  down  to  the  matter  of  firearms,  for  example.  Firearms 
are  safe,  people  are  not  safe.  1080  is  safe — perfectly  fine,  but  the 
people  that  use  it  aren't  safe. 

Dr.  Eric  Lindroth,  of  San  Bernardino  iterated  Dr.  Weber's  state- 
ment in  his  letter  of  May  7,  1959 : 

As  a  conservationist  and  medical  practitioner,  I  feel  strongly 
that  this  deadly  poison  should  be  completely  banned  be<?ause : 

1.  As  a  chain  reactor,  it  is  unpredictable  and  uncontrollable  in 
action. 

2.  It  has  no  known  chemical  or  physical  antidote. 

3.  It  is  odorless  and  tasteless  and  therefore  difficult  to  detect  and 
to  keep  safely. 

4.  It  is  a  deadly  poison  to  humans,  particularly  to  children. 

5.  It  is  too  destructive  to  our  dwindling  wildlife,  to  so-called 
predators  as  well  as  to  other  mammals  and  birds. 

The  American  Medical  Association,  as  well  as  most  conservation 
societies,  have  taken  a  stand  against  this  deadly  poison. 

Mrs.  Marguerite  A.  Smelser,  Avriter  and  member  of  several  conserva- 
tion organizations,  presented  a  statement  at  Riverside: 

I  speak  as  a  citizen,  and  in  so  doing  T  speak  for  that  growing 
army  of  citizens  who  have  lost  faith  in  those  government  agencies 
that  should  be  guarding  the  people's  health  and  the  people's  wild- 
life, but  in  fact  are  largely  guarding  or  increasing  the  profits  of 
certain  special  interests.  .  .  . 
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God  knows,  drastic  regulations  are  urgently  called  for  to  con- 
trol this  mad  devotion  to  poisons  used  in  the  production  and  stor- 
age of  our  foods,  and  in  the  killing  of  every  wild  animal,  including 
birds  and  insects,  that  some  particular  group  believes  might  cut 
down  its  profits  in  production  of  another  ear  of  corn  or  another 
bushel  of  wheat  to  add  to  our  costly  nine-billion-dollar  farm  sur- 
plus. 

.  .  .  The  dastardly  chain-acting  Compound  1080.  Predators 
are  wild  animals  which  fulfill  a  beneficial  role  in  a  biotic  commu- 
nity. In  spite  of  this  fact  of  ecology,  the  wool  growers,  some  ranchers 
and  agricultural  so-called  "experts,"  and  government  men  whose 
jobs  depend  on  perpetuating  predator  ' '  control ' '  departments,  would 
have  us  believe  that  God  "goofed"  when  he  fashioned  these  wild 
animals.  ^ 

...  As  to  Compound  1080,  gentlemen,  don't  be  misled  by 
those  who  scream  loudest  that  this  deadly  chain-acting  poison 
is  "necessary,  safe  and  harmless  to  the  people's  wildlife."  That 
simply  isn't  so.  And  don't  be  misled  into  thinking  that  those 
opposed  to  1080  are  only  a  "small  group."  .  .  . 

.  .  .  There  are  many  thousands  of  us  fighting  chain-acting 
poisons  such  as  1080 :  The  National  Association  of  American  Trap- 
pers want  them  outlawed  along  with  the  cyanide  gun;  the  De- 
fenders of  Wildlife,  numbering  many  thousands  of  members;  the 
Desert  Protective  Council,  Inc. ;  Audubon  branches;  not  a  few  state 
authorities  in  other  states,  and  thousands  of  people  outside  any 
organization. 

Author  of  "Uncontrollable  Coiitrols, "  published  in  Nature  Maga- 
zine, January  1959,  Mrs.  Smelser  furtherecl  her  com^ments  with: 

Such  is  the  current  passion  for  poison  that  yearly,  upon  mil- 
lions of  American  acres,  federal  and  state  agencies  are  spreading 
tons  of  grain  and  meat  impregnated  with  the  most  spectacularly 
deadly  poison  knoAvn  to  man :  Sodium  Fluoroacetate. 

Commonly  called  Compound  1080,  this  all-killing  poison  was 
developed  by  chemists  during  the  second  world  war  when  red 
squill  was  hard  to  get.  So  extremely  toxic  is  1080  that  minute 
amounts  kill,  and  it  possesses  an  annihilative  chain  action  destruc- 
tive to  all  wildlife.  "Unfortunate  that  1080  was  ever  discovered" 
writes  a  noted  research  biologist. 

Man  also  is  highly  susceptible  to  this  tasteless,  odorless,  white 
poison;  it  has  caused  human  deaths.  Taste  it,  breathe  it,  and  al- 
though it  may  work  sloAvly  and  you  get  the  best  medical  aid,  you  are 
doomed.  There  is  no  known  antidote. 

Lester  Reed,  of  San  Jacinto,  retired  trapper  and  hunter,  testified  at 
the  Riverside  hearing : 

Anyone  who  has  spent  the  first  40  years  of  their  life  on  a 
rancher's  side  of  the  picture  knows  that  the  ranchers  are  entitled 
to  rodent  and  predator  control  on  private  land  where  damage  may 
be  done.  However,  these  same  persons  should  realize  that  it  sums 
up  to  nothing  less  than  a  very  serious  trespass  when  we  use  any 
such  poison  as  sodium  fluoroacetate  (Compound  1080)  where  there 
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is  secondary  poisoning  and  cause  lethal  bait  to  die  within  the 
limits  of  our  pnblic  roads  and  hifjhways,  on  the  neighbor's  prop- 
erty, on  public  lands  Avhere  the  interests  of  so  many  of  us  are  in- 
volved in  our  water  supply  or  within  tlic  limits  of  our  cities  or 
towns. 

"More  About  the  Dangers  and  Harm  of  the  Poison  Program" 
was  written  by  Mr.  Reed  (January,  1958),  and  submitted  to  the 
committee.  The  pamphlet  indicates  Mr.  Reed's  experience  and  his 
viewpoints  on  the  poisons  being  used  in  the  agricultural  program. 

Also,  "The  Coyote's  Fading  Howl,"  written  by  Arnold  Reider, 
Member  of  the  House  of  Representatives,  State  of  Montana,  1958, 
printed  by  Lester  Reed,  said  in  part : 

Compound  1080  is  particularly  toxic  to  the  canine  family.  Coy- 
otes are  found  anywhere  from  1  to  10  miles  from  the  station, 
indicating  a  long  period  of  suffering.  I  have  seen  dogs  that  got 
1080  bait  and  have  talked  to  veterinarians  concerning  it.  Death 
is  unduly  violent.  Depending  upon  the  dosage,  an  animal  lives 
from  20  minutes  to  several  weeks.  They  pass  through  a  period  of 
excitement,  yelping,  cowering,  running  as  from  fear,  and  finally 
a  period  of  violent  convulsion.  This  is  repeated  time  and  again. 
Some  dogs  have  been  observed  to  have  over  50  of  these  cycles 
before  succumbing.  A  dog  or  coyote  need  only  lick  a  piece  of 
impregnated  meat  to  have  enough.  There  is  no  known  antidote 
for  this  poison. 

...  It  is  hard  to  estimate  what  all  falls  victim  to  the  1080 
stations.  However,  it  can  be  assumed  that  everything  that  eats  on 
the  bait  is  lost.  We  know  it  includes  bear,  coyotes,  foxes,  weasel, 
mink,  marten,  badger,  dogs  and  many  birds,  notably  eagles  and 
the  various  other  carrion  birds.  It  is  not  a  selective  poison,  nor 
can  it  be,  because  of  the  nature  of  placement  and  time. 

.  .  .  Those  of  us  who  are  unfortunate  enough  to  know  the  work- 
ings and  this  insensible,  unsound,  and  inhumane  program  must 
band  together  and  do  all  we  can  to  stop  the  spreading  of  poison 
on  our  forests  and  plains  in  the  name  of  predator  control. 

The  President  of  the  San  Bernardino  Valley  Audubon  Society,  sub- 
mitted a  letter  to  the  committee  stating : 

The  members  of  the  San  Bernardino  Valley  Audubon  Society  be- 
lieve that  no  matter  how  carefully  placed,  sodium  fluoroacetate 
(Compound  1080)  is  too  indiscriminately  destructive  to  v/ildlife 
to  be  used. 

.  .  .  We  further  believe  that  all  poisons  in  predator  control 
should  be  prohibited,  and  that  secondary  action  poisons  in  rodent 
control  should  be  prohibited.  There  are  less  dangerous  poisons 
which  have  long  been  successful  to  the  farmer  in  control  of  rodents. 

Qualified  members  of  our  society  have  given  consideration  to 
official  claims  from  all  over  this  State  and  nation  to  the  effect  that 
the  use  of  Compound  1080  and  other  chain-acting  poisons  is  nec- 
essary and  safe  when  under  official  supervision.  These  claims  have 
been  found  to  lack  substantiation. ^ 


1  Mrs.  Ann  Wissler  (Letter  October  20,  1959). 
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Mrs.  Dorothy  K.  Lynn,  Secretary  of  the  San  Bernardino  A^alley 
Andubon  Society,  submitted  a  letter  to  the  committee  on  March  31, 
1959: 

...  In  discnssing  this  dangerous,  chain-action  poison,  for  which 
there  is  no  known  antidote,  please  remember  that  our  nation's 
wildlife  belongs  to  all  the  people,  not  to  special  groups  alone. 
Many  independent  biologists  believe  the  so-called  predators  are 
extremely  important  to  all  of  us  alike,  yet,  the  government  agen- 
cies kill  them  wholesale  with  the  taxpayers '  money.  Many  ranchers 
and  naturalists  who  are  close  observers  of  the  relationship  between 
' '  predators ' '  and  rodent-lagamorph  populations,  defend  the  preda- 
tors as  economically  important. 

...  Be  assured  that  the  members  of  this  society  are  in  sym- 
pathy with  the  farmer  and  his  need  fo^  control  of  rodents.  We 
have  ample  evidence  that  this  can  be  accomplished  without  using 
a  chain-acting  poison  such  as  sodium  fiuoroacetate. 

One  of  her  enclosures  was  a  copy  of  a  letter  received  from  Dr.  Ber- 
nard E.  Conley,  Secretary  of  the  American  Medical  Association,  sub- 
mitting data  on  morbidity  data  on  sodium  fluorcacetate   (1945-1958)  : 

Proven  Deaths 

1.  Eight  months,  chewed  bait  cup 1946 

2.  Adult,  suicide   1947 

.3.  Adult,  suicide   1947 

4.  1.5  years,  drank  solution  from  soft  drink  bottle 1947 

5.  11  months,  chewed  on  bait  cup 1948 

6.  One  year,  chewed  on  bait  cup 1948 

7.  14  years,  drank  solution  from  soft  drink  bottle 1949 

8.  Pest  control  operator 1949 

9.  Adult,  suicide  1949 

10.  18  months,  chewed  souffle  cup 1949 

11.  Young  adult,  drank  solution  from  soft  drink  bottle 1949 

12.  Two  years,  chewed  souffle  cup 1949 

13.  Adult,  drank  solution  from  whiskey  bottle 195.5 

Suspected  Deaths 

1.  Two  years,  drank  from  souffle  cup 1946 

2.  14  months,  chewed  on  souffle  cup 1946 

3.  Six  months,  route  unknown 1946 

4.  20  months,  ate  bread  presumably  soaked  in  1080  solution 1948 

This  data  was  furnished  by  a  committee  member,  Justus  C.  Ward, 
Head,  Pesticide  Eegulation  Section,  U.S.  Department  of  Agriculture. 
Mr.  Ward  stated:  "The  records  most  certainly  are  not  complete,  and 
I  am  quite  skeptical  that  any  morbidity  data  for  1080  (sodium_  fiuoro- 
acetate) has  been  assembled  adequately  enough  to  make  a  claim  that 
it  was  complete." 

III.     HERBICIDES 

Dr.  A.  S.  Krafts,  Botany  Department,  University  of  California  was 
asked  at  Davis: 

Is  there  danger  that  continued  use  of  herbicides  in  the  soil  result 
in  the  buildup  of  residues  in  the  soil? 

He  replied:  I  wouldn't  say  there  is  any  imminent  danger,  but 
I  think  that  this  is  a  point  we  certainly  should  keep  our  eyes  very 
closely  on,  and  be  thoroughly  aware  of.  For  instance,  the  shift 
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now  in  the  use  of  chemicals  for  weed  control  is  going  from  spray 
materials  to  materials  which  go  on  to  the  soil  and  are  absorbed 
from  soil  b}^  the  roots  of  the  plants. 

What  we  speak  of  as  "premergence"  and  "postmergence"  ma- 
terials, substituted  ureas,  the  symmetrical  triazines,  cyanogen 
type  of  compound,  the  fluoroacetimides,  vegedex,  the  whole  group 
of  those  compounds  which  are  applied  to  the  soil  to  kill  the  seed- 
ling as  they  emerge  from  the  seeds  in  the  soil  and,  hence,  control 
these  pests. 

Now  there  has  been  a  real  conscientious  effort  on  the  part  of 
some  of  the  chemical  producers  to  study  these  materials  in  the 
soil  and  assure  themselves  that  the  chemical  is  breaking  down  at 
a  faster  rate  than  it  is  being  applied.  But  I  would  say  that  these 
people  are  experts  .  .  .  they  know  how  to  apply  these  chemicals 
.  .  .  where  to  apply  them  .  .  .  when  to  apply  them  and  they  take 
their  chemical  methods  and  find  out  what  the  residues  are.  They 
assure  themselves,  for  instance,  that  the  residues  are  being  broken 
down  at  a  rate  faster  than  they  are  being  applied.  Most  of  these 
sort  of  tests  are  being  carried  on  under  rather  limited  locations. 

For  instance,  most  of  this  work  is  going  on  in  the  East  because 
the  chemical  industries  center  in  the  East  .  .  .  under  the  more 
humid  conditions  of  the  eastern  states.  The  same  sort  of  research 
should  be  going  on  here  in  the  western  states  so  that  we  assure 
ourselves  that  the  same  chemicals — under  our  conditions— are 
breaking  down  faster  than  they  are  being  applied.  Now  I  am 
fairly  certain  that  all  of  that  research  hasn't  been  done. 

For  instance,  to  speak  of  the  substituted  ureas  and  the  triazines — 
two  groups  of  compounds  that  are  used  now  extensively  in  crops. 
Now  .  .  .  these  chemicals  are  being  used  on  noncrop  areas,  on 
roadsides,  open  space  and  tank  farms  and  places  like  that  I 
don't  think  we  have  to  worry  much.  But  you  see  they  are  applied 
to  the  soil,  the  are  leaked  into  the  soil  by  rainfall  or  by  irrigation, 
so  then  the  top  few  inches  of  soil  where  there  is  high  biological 
activity,  these  compounds  may  be  broken  down  quite  rapidly.  But 
comes  along  a  pretty  heavy  rain  after  one  of  these,  and  these  are — 
say  down  a  foot  or  a  foot  and  a  half  deep — where  you  get  into  a 
much  reduced  biological  flora,  a  lower  oxygen  content,  a  higher 
seal-to  content,  I  am  not  sure  that  these  compounds  are  going  to 
break  down  at  the  same  rate.  .  .  .  We  should  be  conducting  re- 
search on  it. 

We  feel  that  we  should  have,  in  addition  to  the  people  we  already 
have  on  our  staff  who  are  engaged  in  weed  control  research,  we 
should  have  a  man  who  spe)ids  all  of  his  time  studying  the  new 
chemicals,  a  few  of  the  old  chemicals  that  we  have  not  yet  studied 
and  the  new  chemicals  in  California  soils  and  the  California  agri- 
cultural conditions,  and  we  have  that  man  described  in  our  1961-62 
Budget,  and  if  the  Legislature  is  so  disposed  to  let  us  have  that 
money,  that  man  will  be  hired  post-haste  and  we  will  put  him  to 
work. 

It  is  particularly  necessary  in  California  because  we  have  such 
a  wide  variety  of  soil  types,  a  wide  variety  of  climatic  conditions 
all  the  way  from  no  rainfall  to  150  inches  of  rain,  and  some  40  or 


126  ASSEMBLY  INTERIM   COMMITTEE  ON  AGRICULTURE 

50  crop  situations.  In  other  words,  we  have  more  diversity  of  crop 
soils,  climates,  pests  and  so  forth,  here,  than  we  have  throughout 
all  the  United  States  put  together. 

Oh,  it's  a  national  problem.  There  is  no  question  about  it,  par- 
ticularly, since  the  stress  on  residues  is  becoming  a  national 
problem.  If  we  continue  to  use,  say,  substituted  ureas  in  the  soil 
for  10  or  15  or  20  years,  I  don 't  think  there  is  any  question  at  all, 
but  some  residues  of  that  material  are  going  to  show  up  eventually 
in  the  crop.  Now  whether  those  residues  are  toxic  or  not  is  the 
problem  for  the  toxicologists,  and  we  are  not  prepared  to  answer 
those  problems.  But  I  think  that  we  should  be  aware  of  this. 

.  .  .  Because  industry  is  turning  out  more  and  more  of  these 
chemicals  and  you  know  the  farmers  are  going  to  use  them  if  they 
possibly  can.  And  as  stressed  here  before,  if  we  don't  have  the 
information  before  they  go  into  use  we  may  run  into  difficulties 
before  we  do  have  that  information. 

IV.     INSECTICIDES 

The  Deputy  Agricultural  Commissioner  from  San  Diego  County 
testified  on  insecticides  and  their  use: 

On  the  subject  of  pest  control,  I  would  like  to  confine  my  re- 
marks to  insecticides  and  those  aspects  of  their  use.  These  concern 
complaints  by  persons  who  reside  in  agricultural  areas  from  the 
use  of  insecticides  by  farmers.  The  problem  arises  here  because 
of  urban  development  spreading  rapidly  into  farming  areas.  One 
might  reason  that  this  problem  can  readily  be  solved  by  farmers 
moving  into  areas  further  out.  Unfortunately,  such  a  simple  solu- 
tion is  not  possible ! 

Land  with  an  assured  supply  of  good  quality  water  is  very 
limited,  and  especially  so  in  the  narrow  belt  along  the  coast  where 
farmers  are  able  to  meet  the  high  costs  of  production  by  growing 
off-season,  high-income  crops.  These  same  factors  of  a  dependable 
water  supply,  freedom  from  frost  in  the  winter,  and  freedom  from 
extreme  heat  in  the  summer  make  land  equally  desirable  for  resi- 
dential purposes.  This  has  resulted  in  farmers  being  subjected  to 
keen  competition  by  housing  for  the  land  they  originally  developed, 
and  has  resulted  in  integration  of  homes  with  farms. 

In  this  county  complaints  have  arisen  mainly  from  the  use  of 
insecticides  by  vegetable  and  flower  growers.  Almost  all  of  these 
complaints  have  come  from  the  use  of  insecticides  in  dust  form. 

The  use  of  insecticidal  dusts  by  our  tomato  growers,  for  instance, 
is  essential.  First,  it  is  impossible  to  grow  a  marketable  crop  with- 
out pest  control  treatments  because  of  the  prevalence  of  such  com- 
mon pests  as  the  tomato  fruit  worm,  tomato  pin  worm,  tomato 
russet  mite,  horn  worms  and  several  more.  Growers  simply  cannot 
invest  as  high  as  a  thousand  dollars  an  acre  to  bring  this  crop  into 
production  (and  this  figure  is  by  no  means  a  maximum  but  is  close 
to  an  average  now)  and  run  the  risk  of  losing  most  of  the  market- 
able fruit  to  pests.  Other  risks  over  which  the  farmer  has  little  or 
no  control  are  already  great  enough. 
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Loss  of  income  from  the  tomato  crop  would  not  onl}'  be  a  serious 
blow  to  local  farmers,  but  would  also  be  a  major  loss  to  the  economy 
of  the  community,  since  during'  the  past  five  years,  this  crop  has 
returned  an  annual  average  F.O.B.  income  in  excess  of  $16  million 
and  returned  almost  $20  million  in  1957. 

Secondly,  the  tomato  crop  is  staked  on  five  or  six-foot  poles  with 
rows  closely  spaced,  and  is  often  planted  on  steep  slopes  for  better 
cold  air  drainag-e.  These  factors  make  the  use  of  spray  equipment 
impractical  and  even  dangerous  in  many  cases. 

The  result  is  that  most  insecticidal  applications  are  made  with 
small  portable,  high-powered  back-pack  dusters.  It  is  difficult  to 
confine  dust  applications  strictly  to  the  crop  being  treated,  because 
once  these  dusts  are  discharged  into  the  air  even  a  slight  unpre- 
dictable breeze  may  carry  some  beyond  the  property"  and  into  neigh- 
boring premises. 

This,  then,  will  serve  to  introduce  some  of  the  complexities  of 
the  problems. 

First,  there  are  those  which  come  from  people  who  fear  that  they 
may  actually  be  poisoned  by  these  drifting  dusts.  The  National 
Agricultural  Chemicals  Association  has  pointed  out  that  we  need 
to  realize  that  the  average  layman  has  little  knowledge  or  informa- 
tion about  insecticides,  and  under  these  circumstances  his  reasoning 
is  often  swayed  by  the  alarmist.  This  is  understandable  since  we 
all  have  a  tendency  to  fear  the  unknown. 

For  many  years  I  have  observed  the  use  of  insecticides  in  the 
Chula  Vista  area  where  farming  has  been  closely  integrated  with 
homes  for  a  long  time.  It  appears  to  me  from  these  observations 
that  the  possibility  of  any  toxic  effects  to  the  average  person  from 
casual  exposure  to  drifts  is  extremely  remote.  All  indications  point 
to  an  absence  of  danger  from  this  source. 

The  most  difficult  problem  arises  with  people  who  are  par- 
ticularly sensitive  to  substances  which  may  include  insecticides, 
or  even  the  inert  ingredients.  What  responsibility  regulatory  of- 
ficials have  in  protecting  these  individuals  poses  a  difficult  ques- 
tion. It  seems  to  me  that  each  case  requires  special  handling  on  the 
basis  of  the  circumstances  involved. 

The  third  type  of  complaint  which  was  referred  to  as  "psj^- 
chological"  takes  many  forms.  Sometimes  they  orginate  from  the 
fact  that  workers  when  applying  certain  hazardous  insecticides 
use  protective  measures  such  as  face  masks  and  suitable  garments. 
When  persons  in  the  neighborhood  are  exposed  to  slight  drifts 
under  these  conditions  they  may  express  concern.  They  do  not  un- 
derstand that  the  degree  of  exposure  of  these  workers  who  handle 
the  materials  constantly  is  so  much  greater  that  they  use  special 
protection,  w^hereas  the  human  system  can  handle  mild  contacts 
wdth  these  insecticides  without  any  difficulty. 

The  permit  system  which  we  enforce  relating  to  use  of  injurious 
materials  under  provisions  of  Section  1080  of  the  Agricultural 
Code  seems  to  be  operating  satisfactorily,  with  a  low  incidence 
of  injury  here.  In  no  case,  to  our  knowledge  in  this  area,  has 
there  been  adequate  proof  of  injury  to  anyone  not  directly  con- 
nected with  farm  operations  from  applications  of  these  insecti- 
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cides.  Existing  regulations  in  our  opinion  are  adequate  to  cover 
use  of  these  chemicals. 

What,  then,  is  the  answer  to  these  complaints  from  residents 
in  farm  areas!  From  our  experience  in  dealing  with  this  prob- 
lem, we  believe  that  the  best  solution  lies  with  an  informed  public 
rather  than  in  additional  regulation. 

A  great  stride  towards  this  goal  was  made  locally  by  the  forma- 
tion within  the  San  Diego  County  Farm  Bureau  of  an  Agricul- 
tural Chemicals  Committee  to  promote  peaceful  coexistence.  Meet- 
ings have  been  held  with  all  governmental  agencies  who  might 
have  any  jurisdiction  in  this  matter. 

This  committee  operated  effectively  in  finding  a  solution  to  a 
particularly  difficult  situation  which  developed  late  last  year  in 
one  of  the  outlying  communities.  The  committee  met  with  people 
of  the  community,  farmers  in  the  area,  and  officials  concerned  in 
the  matter.  After  the  problems  were  thoroughly  discussed,  farmers 
in  the  area  voluntarily  modified  their  pest  control  practices  to  such 
an  extent  that  complaints  have  largely  subsided.^ 

The  San  Diego  hearing  revealed  the  viewpoints  of  persons  interested 
in  the  hazards  to  humans  from  the  use  of  insecticides.  A  representative 
of  the  Health  Federation,  Organic  Garden  Club  and  Southern  Cali- 
fornia Milk  Goat  Association,  testified: 

Well,  it's  high  time  that  the  poison  situation  was  controlled. 
There  is  no  question  about  that.  Because  I  can't  go  out  and  buy 
commercial  fruit  and  take  home  to  my  wife,  but  what  she  is  all 
covered  up  with  water  blisters  from  the  poison  on  the  fruit — no 
trouble  she  leave  the  commercial  fruit  alone  and  uses  organic 
fruit — no  trouble  whatever  .  .  .  but  the  minute  we  go  to  a  store 
and  buy  any  fruit  she  is  suffering  immediately  with  the  poison 
from  the  fruit.  Fact  of  the  case  is  you  ...  it  is  not  possible  to 
buy  fruit  or  products  in  any  supermarket  today  that  any  seK- 
respecting  bug  will  touch  or  dares  to  touch,  and  it's  high  time  we 
believe,  that  something  should  be  done  about  it.  And  we  are  doing 
our  utmost  through  the  federation  .  .  .  Health  Federation  .  .  . 
through  the  garden  clubs  .  .  .  and  through  the  National  Health 
Federation  they  are  doing  their  utmost  to  get  control  of  those 
things.  Now  the  Health  Federation  last  year  did  succeed  in  Con- 
gress in  getting  no  more  additives  in  food  until  they  had  been 
proven  absolutely  harmless  and  the  opposition  say  that  it  will  take 
15  years  to  prove  they  are  absolutely  harmless.  So  you  can  see  what 
we  are  up  against.  But  the  Health  Federation  is  working  tooth  and 
nail  for  that  .  .  .  they  have  their  lobby  in  Washington  fighting 
the  detriment  to  health  and  working  entirely  for  the  benefit  of  the 
human  being  and  animals.- 

The  Agricultural  Commissioner  from  San  Diego  County  related  that : 

The  problems  of  insecticides  as  a  health  hazard  seem  to  be 
divided  into  two  phases :  ( 1 )  hazards  to  agricultural  workers  and 
to  consumers  from  residues  on  agricultural  products;  (2)  hazards 


1  Fred  Thorne,  San  Diego  Hearing,  December  2,  1959. 

2  Ernest  E.  Putnam,  San  Diego  Hearing,  December  2,  1959. 
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to  persons  living  in  agricultural  areas.  In  my  opinion,  hazards  to 
agricultural  workers  and  harmful  residues  to  the  consumer  have 
been  reduced  to  a  minimum  by  strict  state  lavs^s  requiring  regis- 
tration of  insecticides  and  the  use  of  the  more  hazardous  mate- 
rials under  permit  and  supervision.  Complaints  from  persons  liv- 
ing in  agricultural  areas  seem  to  be  largely  influenced  by  the  speed 
with  which  integration  of  people  and  agriculture  takes  place.  These 
complaints  seem  to  be  of  three  types:  (1)  actual  danger  from  the 
use  of  poisons;  (2)  allergies  to  foreign  materials;  (3)  psychologi- 
cal effects  upon  people. 

The  application  of  pesticides  may  actually  be  less  of  a  hazard 
than  the  pollution  of  air  by  automobiles,  the  treatment  of  the 
water  we  drink  or  the  pollution  of  the  ocean  in  which  we  swim. 
Pollution  of  all  types  seems  to  increase  in  direct  approportion  to 
population  density.  It  is,  however,  a  problem  that  requires  close 
supervision  and  an  informed  public,  in  our  experience  a  very 
helpful  approach  to  the  problem  of  our  complex  society  and  we 
have  tried  to  help  in  bringing  about  of  informing  the  public- 

Jhe  Bee  Industry 

Bees  are  important  in  this  State  not  primarily  for  the  honey 
and  wax  they  produce,  that's  important  to  the  beekeepers,  but  to 
agriculture  of  the  State  that's  of  only  secondary  importance.  The 
main  importance  is  in  the  pollination  that  they  perform.  One-sixth 
of  the  nation's  beekeepers  are  in  this  State.  Bees  pollinate  almonds, 
cherries,  prunes,  apples,  oranges,  lemons,  cucumbers,  canteloupes, 
squash,  watermelons,  berries,  many  vegetables,  beans,  sassflower, 
cotton,  mustard,  alfalfa,  red  clover,  ladino  clover,  trefoil  and  sev- 
eral other  crops.  .  .  . 

Beekeepers  have  been  increasingly  hurt  by  insecticides  for  at 
least  25  years.  .  .  .  Twenty-five  years  ago  it  was  the  arsenics.  The 
problems  are,  the  cases  stated  right  now,  we  are  inadequately 
notified  quite  often. 

Sometimes  we  are  not  notified  soon  enough  because  a  person 
might  have  four  or  five  or  six  loads  in  an  area  and  if  he  is  only 
notified  a  day  or  two  days  ahead  of  time,  he  doesn'thave  the  time 
to  move  them  because  you  can  only  move  bees  at  night. 

Another,  is  quite  often  we  are  not  notified  at  all.  Sometimes 
through  our  own  inadequacy  we  don 't  notify  the  county  that  we 
have  bees  there  and  at  least  one  case  which  occurred  this  spring 
in  the  oranges,  the  association  of  spray  applicators  went  to  the 
county  commissioner,  I  assume,  and  got  a  list  of  all  the  beekeepers 
that  had  bees  in  the  orange  blossoms  and  at  the  end  of  the  time 
when  they  weren't  allowed  to  spray  they  sent  a  form  letter  to  all 
these  beekeepers  saying  they  were  going  to  start  spraying  again. 
They  considered  this  sufficient  notification.  "Whereas,  a  lot  of  bee- 
keepers had  may  1,500  or  2,000  colonies  in  there.  This  letter  told 
them  not  a  bit  where  they  were  going  to  spray  or  when  they  were 
going  to  spray  in  what  area.  They  just  told  them  they  might  spray 
anywhere. 

2  Dean  F.  Palmer,  San  Diego  Hearing,  December  2,  1959. 
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Another  one  is  careless  application.  A  lot  of  bees  have  been  hurt 
by  drip.  Now  a  lot  of  this  damage  done  to  bees  isn't  so  much  from 
killing  out  a  whole  yard,  there  isn't  too  man}-  full  complete  100 
pounds  of  yards  of  bees,  but  it's  insidious  killing  of  a  few  workers 
this  day  and  maybe  a  few  more  in  another  field  the  next  day  and 
it  keeps  our  production  down.  It's  been  a  factor,  I  think,  along 
with  the  weather  in  causing  a  low  production  in  a  lot  of  areas  this 
year.  Another  one  is,  and  there  are  many  cases  where  spray  has 
been  applied  right  on  the  bee.  We've  had  a  lot  of  our  beekeepers 
rent  bees  for  pollination.  Now  most  of  the  growers  are  very  good 
about  notifying  us  and  helping  us  get  the  bees  out  of  the  way. 
But  some  of  them  just  don't  care,  and  they  will  spray  right  when 
the  bees  are  in  the  pollination.  They  are  cutting  their  throats,  they 
are  paying  for  the  bees  and  then  theyj^ill  the  bees  that  are  in 
there,  but  they  don 't  think. 

Another  case,  a  lot  of  sprays  if  they  are  applied  at  the  right 
time  of  the  day,  applied  when  the  bees  are  not  working,  the  bees 
won't  go  into  the  field  at  all.  There  is  enough  repellent  in  the  spray. 
But  in  a  lot  of  cases  the  sprays  are  applied  at  the  wrong  time  of 
the  day  when  the  bees  are  in  the  field.  Even  a  relatively  nontoxic 
spray  if  applied  onto  the  bees  it  will  kill  them.  Whereas,  if  applied 
early  in  the  morning  before  the  bees  are  flying,  it  gives  him  a 
couple  of  hours  to  get  to  the  field  it  won't  hurt  him.  DDT  is  one 
of  those. 

Another  problem  that  we  have  that  is  very  difficult  to  prove. 
Who  sprayed  our  bees?  We  don't  know  for  sure,  a  lot  of  times, 
where  they  got  sprayed  and  we  can 't  prove  that  we  do  know.  Unless, 
we  happen  to  be  there  at  the  time  the  bees  are  hit.  It's  pretty 
difficult  to  prove  it.  A  lot  of  times,  as  I  have  said  before,  it  is  dif- 
ficult to  avoid  being  sprayed  even  when  you  are  notified  because 
you  might  have  so  many  bees  in  an  area  or  you  might  have  bees 
in  four  or  five  different  areas  and  all  of  a  sudden  they  arc  all 
going  to  spray,  and  you  can't  route  them  all. 

Another  problem  is,  a  lot  of  times,  for  the  sake  of  making  their 
jobs  simpler,  the  sprayers  or  the  grower  will  use  an  insecticide 
more  powerful  than  is  necessary.  They  will,  or  he  will  use  one  that 
is  good  for  several  when  he  only  needs  to  control  one,  and  if  he'd 
use  these  less  powerful  ones,  a  lot  of  times,  it  wouldn  't  kill  the  bees. 

,  .  .  The  history  of  beekeeper  and  spray  applicator  relations 
hasn't  been  very  sympathetic.  We  haven't  got  along  too  well  in 
the  past.  The  sprayer  doesn't  have  a  history  of  looking  at  the  bee- 
keeper's point  of  view  at  all,  and  this  board,  as  I  understand  it, 
would  be  made  up  solely  of  sprayers  and  all  regulations  the  board 
put  out  would  be  originated  by  the  board.  Tliere  would  be  no  pro- 
vision for  any  regulation  even  being  considered  that  that  board 
didn  't  think  was  a  good  idea. 

No  protection  at  all  for  the  beekeepers.  It  would  be  complete 
protection  for  the  sprayer,  but  there  would  be  no  protection  for 
us  and  we  would  have  no  recourse  if  we  felt  there  was  a  regulation 
that  was  needed,  we  would  have  no  method  of  getting  that  regula- 
tion passed. 
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Parity  hone}^  prices  would  be  about  18  cents  and  our  price 
is  around  11  to  12  cents.  I  don't  know  of  any  way  that  the  Cali- 
fornia Legislature  can  help  us. 

Our  problem  is  that  we  have  a  budget  of  about  $30,000  and  there 
is  very  little  that  you  can  do  with  that  kind  of  money.  We  print 
recipe  booklets  and  we  have  a  good  manager.  She  gets  a  lot  of  free 
publicitv,  but  we  can't  afford  to  buy  advertising,  displays  or  the 
like. 

There  is  another  thought,  or  another  idea  I've  had  and  thatis 
there  have  been  several  notices  lately  that  different  universities 
are  experimenting  with  bee  recovery  and  if  one  is  developed  which 
will  work,  I  would  very  much  like  to  see  the  Legislature  pass  some 
sort  of  legislation  requiring  that  any  insecticide  which  was  highly 
toxic  to  bees  wovdd  have  a  repellent  in  it  that  would  keep  the  bees 
out  for  the  length  of  time  necessary  to  keep  the  bees  alive. ^ 

A  Biologist's  Viewpoinis 

Dr.  Robert  L.  Ivudd,  of  the  University  of  California  Zoology  Depart- 
ment, Davis,  submitted  an  informal  report  to  the  Committee  on  Agri- 
culture, California  Assembly,  entitled:  "The  Ecological  Consequences 
of  Pesticidal  Use. "  It  is  in  part : 

...  It  details  in  more  communicable  form  the  kinds  of  effects 
which  pesticides  have  in  nature  and  where  possible,  points  out  the 
way  in  which  problems  might  be  resolved.  These  things  need 
pointing  out  initially,  however. 

First,  the  outline  could  be  made  up  in  other  ways.  To  some  ex- 
tent it  is  a  "convenient"  outline  rather  than  a  "logical"  one.  This 
form  is  necessary  to  avoid  the  platitudes  of  too  much  generaliza- 
tion. All  living  relationships  are  "ecological."  The  accounts  are 
(hopefully)  offered  in  more  concrete  terms. 

Secondly,  a  man  is  not  interjected  simply  as  another  species  in 
an  ecosystem.  He  makes  immense  demands  on  his  environment  and 
can  aff'ect  it  greatly.  It  is  pointless  to  be  anything  but  self -centered 
about  production  and  economic  matters. 

Thirdly,  it  is  also  pointless  to  present  only  the  economic  aspects 
of  the  problem.  There  are  in  addition,  moral,  recreational  and  aes- 
thetic phases  w^hich  enter  in.  Any  notion  that  these  can  be  dis- 
counted or  through  low  priority  relegated  to  meaninglessness  is 
naive  and  irresponsible. 

Fourthly,  all  manners  of  decision-making  are  not  the  same.  Leg- 
islative decisions — conclusions  which  are  compromises  of  special 
interests — necessarily  are  the  product  of  representative  bodies.  It 
seems  to  be  the  fashion  of  the  day  to  form  social  conclusions  in  no 
other  way.  There  are,  how^ever,  conclusions  based  on  a  total-value 
philosophy — essentially  following  the  best  definition  of  conserva- 
tion and  the  most  reasonable  channeling  of  energy  sources.  Too 
frequently  the  results  of  deliberation  derived  from  the  two  methods 
of  forming  decisions  are  not  the  same. 

And  lastly,  I  offer  the  following  a^  my  considered  judgment — ■ 
the  best  appraisal  I  can  make  at  the  moment.  The  interpretations 
are  personal.  They  assume  no  particular  premise,  but  do  recognize 

1  Robert  S.  John,  Fresno  Hearing,  September  29,  1959. 
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that  most  arguments  in  instances  of  conflict  arising  from  pesticide  use 
(as)  having  implied,  if  not  stated,  premises.  It  is  used,  for  example, 
by  agriculturalists  that  increases  in  crop  yield  are  good  and 
desirable.  The  premise  is  not  as  sound  as  it  at  first  appears. 
Witness  mounting  food  and  fiber  surpluses  now  causing  great 
economic  distress !  There  are  other  premises  equally  open  to  ques- 
tion. For  example,  many  species  of  birds  have  increased  their 
numbers  because  of  ' '  unnatural ' '  cropping  practices.  When  through 
chemicals  or  cultural  means,  their  numbers  are  reduced,  it  is 
hardly  logical  to  speak  of  "protecting  our  native  fauna."  What 
we  should  look  to  is  the  species  no  longer  represented.  Or  in  the 
case  of  a  game  species  when  such  loss  occurs,  we  should  look  to 
the  value  placed  upon  it  by  hunters  and  by  the  appropriate  state 
and  federal  agencies.  The  ring-necked  pheasant  is  a  case  in  point. 
It  is  not  a  "natural"  part  of  the  fauna.  It  does  well  in  the  Central 
Valleys  in  an  "artificial"  environment.  Nonetheless,  it  is  by  no 
means  unimportant.  We  must  simply  qualify — "To  whom  is  it 
important  and  why?" — before  we  make  any  total  judgment.  I 
ofi^er  my  own  opinions  and  value  judgments  with  the  full  knowl- 
edge that  others  may  differ. 

A.  The  Response  of  Organisms 

Our  food  and  fiber  comes  from  living  things.  We  encourage 
certain  kinds  of  plants  and  animals  and  discourage  others.  Fre- 
quently, encouraging  a  desirable  kind  leads  to  encouraging  an 
undesirable  species  or  to  discouraging  a  desirable  one.  There  is 
the  problem  at  its  simplest.  We  are  not  yet  adept  enough  at  man- 
aging plant  and  animal  communities  to  get  what  we  want  and 
need  without  harming  something  we  value,  or  without  causing 
additional  problems.  Those  of  us  in  pest  control  lead  a  frustrating 
life  trying  to  reach  seemingly  unattainable  ends. 

With  the  advent  and  wide  use  of  synthetic  organic  pesticides 
seemingly  the  problem  was  licked.  We  could  simply  remove  all 
competition.  In  retrospect  the  idea  appears  naive  although  it  was 
widely  held.  A  price  still  has  to  be  paid.  Toxic  chemicals  are  judged 
effective  or  hazardous  entirely  on  the  value  we  give  the  organism. 

By  removing  value  judgment,  we  arrive  at  the  physiological 
events  presented  in  the  outline. 

1.  Mortality: 

The  normal  event  of  greatest  importance  in  the  life  cycle  of  an 
animal  or  plant  is  death.  Most  toxicological  judgments  are  based 
on  the  likelihood  of  killing.  The  testing  procedures  of  the  indus- 
trial labs,  and  the  regulations  of  government  are  ba^ed  largely 
on  this  emphasis. 

In  the  broadest  context  possible  these  conclusions  regarding 
mortality  can  be  made : 

a.  We  have  the  chemicals  to  kill  all  undesirable  animals,  but 
not  without  hazard  to  other  living  things. 

b.  Fatal  hazard  to  man  in  this  country  is  minimal.  Those  deaths 
which  arise  usually  spring  from  carelessness,  ignorance,  or  in 
some  areas  poor  enforcement  of  existing  regulations. 


ASSEMBLY  INTERIM   COMMITTEE  ON  AGRICULTURE  133 

c.  Mortal  hazard  to  desirable  forms  of  game  and  insects  is  not 
small,  bnt  no  one  genuinely  can  say  how  great  it  is.  We  do 
know  that  the  broad-spectrum  insecticides  regularly  kill  most 
insect   species   which   they   contact.    If   animals  which   nor- 
mally help  to  hold  the  pest  insects  in  check  are  killed,  then 
the  pest  species  reappears  in  damaging  numbers  sooner  than 
normally  expected.  We  are  so  accustomed  to  a  spraying  re- 
gime that  we  consider  it  the  norm.  Only  when  other  effects 
appear  or  the  price  of  insecticides  and  their  application  be- 
comes too  high,  do  we  examine  the  basic  question    (What 
happens  when  you  spray  the  first  time?). 
As  far  as  mortality  of  desirable  vertebrate  species  is  concerned, 
the  incidence  must  certainly  be  increasing   (although  not  neces- 
sarily from  the  high  contact  toxicity  that  is  the  traditional  source 
of  hazard).  This  is  true  because  of  (a)  the  wider  use  of  broad- 
spectrum  chemicals;    (b)   the  wider  use  of  less  precise  methods, 
notably  aircraft,  in  their  applications;  and  (c)  the  regrettable  lag 
in  developing  and  installing  testing  techniques  which  would  give 
true  measures  of  the  total  impact  of  chemical  usage. 

2.  Suhlethal  effects: 

a.  Repulsion  (by  chemicals) 

Taken  broadly,  the  repellent  qualities  of  chemicals  cannot  be 
be  depended  on  too  much.  Much  work  has  been  done  on  them 
and  more  should  be  done.  Repellent  chemicals  are  now  suc- 
cessfully used  against  nuisance  insects,  particularly  mosqui- 
toes, and  against  mammals,  particularly  seed-eating  rodents. 
It  has  not  been  economically  feasible  to  apply  repellents  over 
large  areas.  Entire  fields  can  be  made  repellent  to  mammals, 
and  I  suppose  insects,  but  cost  and  other  factors  prohibit. 

Repellent  chemicals  should  be  exploited  wherever  possible. 
At  the  present  time  they  are  expensive  and  applied  only  to 
the  immediate  site  of  probable  damage.  (There  are,  of  course, 
other  means  of  repelling.  And  among  insects  the  opposite 
number  of  repellents— attractants— have  shown  great  utility 
in  specific  instances  and  great  promise  in  general). 

b.  Insidious  changes:  , 

The  event  of  most  importance  to  most  people  is  death.  Eco- 
nomic entomologists  think  mainly  of  this  event  in  their  at- 
tempts to  control  insects;  toxicologists  think  of  it  when 
assessing  hazard  of  a  control  chemical  to  man  and  domestic 
animalsr  AVhether  toxicity  or  hazard  is  in  question,  mortality 
is  most  important.  But  subtle  changes  among  survivors  of 
treatment  or  among  those  animals  casually  exposed  to  chem- 
icals are  quite  possible.  Indeed  it  is  probable  that  this  kind 
of  effect  has  been  vastly  underrated.  Exposure  to  small  sub- 
lethal amounts  of  chemicals  can  result  in  significant  changes, 
and,  in  time,  even  death, 
c.  "Resistance"  in  animals,  notably  insects:  . 

Some  classes  of  insecticides  after  continued  use  lose  their 
effectiveness.  In  other  terms  this  means  that  the  survivors 
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of  insecticidal  exposure  have  some  special  capacity  to  "resist" 
the  action  of  the  toxic  chemical.  It  may  be  concerned  for 
example  with  a  lesser  ability  to  penetrate  insect  cuticle  or  a 
more  efficient  internal  detoxifying  system.  There  are  many 
ways  by  which  it  may  be  arranged.  The  important  thing  is 
that  the  ability  is  genetically  based  and  is  selected  for  at 
each  exposure.  Survivors  tend  to  have  young  also  possessing  the 
protective  trait.  In  time,  populations  of  animals  may  be  built 
up  which  for  practical  purposes  are  unaffected  by  the  chem- 
ical. The  ' '  resistance ' '  of  house  flies  and  mosquitoes  is  the  best 
known.  But  there  are  other  species.  We  ascribe  most  resistance 
to  chlorinated  hydrocarbon  insecticides  (e.g.  DDT  and  diel- 
drin)  but  it  has  also  occurred  among  the  organic  phosphate 
insecticides  (e.g.  parathion).  Resistance  of  this  type  has  now 
been  recorded  in  over  150  species  of  insects  and  in  most  of 
the  countries  of  the  world.  (Brown,  1958.)  The  existence  of 
this  reaction  has  accelerated  the  search  for  new  control  chem- 
icals and  methods  of  application. 

Animals  also  "resist"  chemicals  by  avoiding  them.  We  term 
this  " behavioristic  resistance."  It  is  merely  the  other  side  of  the 
repellency  coin.  Public  health  officials  are  very  concerned  because 
vector  mosquitoes  are  developing  this  behavioristic  trait.  The  mos- 
quitoes simply  never  come  into  contact  with  residual  deposits  of 
the  insecticide.  A  good  example  is  the  yellow  fever  mosquito  in 
Panama  which  can  no  longer  be  easily  killed  by  residual  insecticide 
treatments. 

"Bait  shyness"  and  the  necessity  to  "prebait,"  both  of  which 
demand  increased  cost  and  ingenuity  in  rodent  control  are  forms 
of  behavioristic  resistance  in  rodents.  Bait  shyness  is  very  im- 
portant. It  ensures  for  example  that  chemicals  cannot  be  used  too 
often  at  once  place.  Otherwise  it  becomes  ineffective  in  control. 
Rats  and  mice  often  avoid  any  strychnine-treated  bait  after  the 
first  exposure. 

Resistance  in  its  various  forms  is  extremely  serious  and  points 
up  the  need  to  control  pest  populations  by  proper  sanitation  and 
by  cultural  means  wherever  feasible.  Exposure  to  chemicals  almost 
inevitably  results  in  some  kind  of  adaptation  toward  them  among 
the  surviving  animals. 

B.   Environmental  Response 

3.  ''Biological  Deserts" — Relation  to  Production 

a.  Pollinating  Insects.  The  prime  pollinator  in  intensive  agri- 
culture is  the  honeybee.  Diversified  insect  communities  can- 
not be  maintained  in  most  of  the  situations  characterizing 
California  row  or  forage  crop  culture.  The  best  evidence  for 
the  value  of  pollinating  insects  is  the  bee  rental  business. 
Through  proper  placement  of  hives  during  flowering  periods, 
crop  yields  may  be  increased  manyfold. 

Many  bee  losses  have  been  attributed  to  insecticides  and 
safety  to  bees  is  an  important  consideration  in  insecticidal 
usage.  "Sevin"  for  example,  although  in  general  very  prom- 
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ising  as  an  insecticide,  has  had  its  usage  considerably  re- 
stricted because  of  its  high  toxicity  to  bees. 

C.  Ecological  Relationships 

Food 

b  Secondary  Poisoning.  An  animal  may  be  killed  by  a  toxic 
■  chemicaland  be  itself  "poisoned  bait"  for  another  animal. 
This  relationship  is  merely  a  simplified  sort  of  food  chain  as 
described  earlier.  The  difference  lies  in  the  fact  that  toxic 
symptoms  do  not  appear  in  the  earlier  links  of  the  tood 
chain;  living  organisms  are   carriers,  not  targets  ot  toxic 

chemical. 

These  are  the  requirements  for  secondary  poisoning 
highly  toxic  chemical;  relative  stability  in  living  tissue ;  a 
food  relationship  between  "target"  species  and  secondarily 
poisoned;  a  bait  substance  (usually)  which  not  only  attracts 
the  target  species  but  concentrates  the  chemical. 

In  practice,  these  requirements  are  normally  met  only  by 
mammal   poisons.    Strychnine,   thallium,    castrix,    and   com- 
pound 1080  are  examples  of  these.  In  this  country  only  1080 
is  likely  to  cause  serious  problems  of  this  kind.  It  is  widely 
used  as  a  rodent  poison— directed  chiefly  against  Norway 
rats  in  urban  areas  and  against  ground  squirrels  m  the  faelO^ 
A  more  restricted  but  nonetheless  regular  use  is  made  ot 
1080  by  the  U.S.  Fish  and  Wildlife  Service  for  the  control 
of  coyotes  on  western  rangelands.  In  this  instance  poisoned 
flesh  is  left  at  "stations"  during  the  colder  months  ot  the 
year   For  all  uses  of  1080  good  sanitation  is  desirable ;  poi- 
soned animals  should  be  removed  from  the  treatment  area 
and  destroyed.  But  in  practice  only  in  urban  areas  is  this 
really  feasible.  To  some  extent  it  is  possible  with  the  poisoned 
bait  stations  fed  upon  by  carnivores.  It  is  rarely  attempted 
in  field  rodent  control  programs.  Probably  the  greatest  sec- 
ondary loss  known  derives  from  these  programs.  Carnivores, 
notably  the  canids  such  as  coyotes  and  foxes,  are  predictable 
secondary   targets   under    these    circumstances.    Most    land- 
owners do  not  object  to  this  loss.  When  domestic  dogs  or 
livestock  are  lost,  it  can  be  quite  another  thing. 

The  hazards  of  1080  are  well  known.  Normally  where 
chemical  hazard  cannot  be  reduced,  some  variation  of _  place- 
ment of  bait,  of  bait  material,  or  of  timing  is  exploited  to 
minimize  unwanted  contact.  This  is  not  completely  possible. 
Under  some  conditions  of  use,  1080  still  presents  serious 
hazards.  There  is  also  a  sizable  public  segment  which  ob.iects 
to  a  "calculated  risk"  philosophy  in  chemical  usage,  particu- 
larly where  losses  involve  something  of  recognized  value. 

Compound  1080  is  highly  toxic  but  differentially  so ;  some 
rodenticides  although  inherently  not  as  toxic,  are  more 
broadly  toxic  than  1080.  This  point  is  illustrated  with  sec- 
ondary poisoning  hazard  to  raptorial  birds.  The  best  evi- 
dence we  have  is  that  1080  is  not  as  hazardous  as  thallium 
(or  strychnine,  under  some  restricted  circumstances)  to  rap- 
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tors.  In  Europe,  where  thallium  is  still  widely  used,  there 
is  good  evidence  showing  regular  mortality  of  hawks  and 
owls  from  poisoned  rodents.  Experiments  show  the  same 
potential  for  eastrix,  a  rodentieide  no  longer  used  in  America. 
3.  Animal  Displacements 

b.  Predator-prey  Kelationships.  A  large  part  of  the  contro- 
versy surrounding  the  continued  use  of  10$0  concerns  the 
predator-prey  relationship.  It's  very  important  in  insect  con- 
trol discussions  as  well.  All  carnivorous  animals  are  preda- 
tors ;  many  of  these  carnivores  are  useful  to  us  and  many 
are  not.  Implicit  in  the  controversy  is  a  single  theme ;  preda- 
tors control  the  numbers  of  their  prey.  Only  on  this  basis 
can  they  be  defended  when  the  prey  species  is  harmful,  or 
attacked  when  the  prey  species  is  valuable.  In  the  special 
case  of  mammalian  predators  attacking  livestock  any  re- 
moval of  prey  (sheep  primarily)  is  sufficient  cause  on  which 
to  base  large-scale  control  programs.  The  very  word  "con- 
trol" implies  a  value  judgment;  it  means  limiting  to  num- 
bers favorable  to  man. 

There  is  commonly  no  attempt  made  to  separate  the  idea 
above  from  the  various  values  we  give  to  predatory  animals. 
Insect  predators  are  "good,"  coyotes  are  "bad,"  except,  of 
course,  as  they  "control"  rodent  numbers;  mountain  lions 
are  "bad,"  except,  of  course,  as  they  "control"  deer  num- 
bers; hawks  are  "good"  because  they  "control"  rodent  num- 
bers, and  "bad"  because  some  capture  birds  when  the  oppor- 
tunity presents  itself. 

None  of  these  judgments  is  completely  accurate.  These 
predators  do  not  themselves  "control"  prey  numbers.  They 
may  limit  members  for  short  periods  and  under  special  situa- 
tions. But,  taken  broadly,  single  species  of  predators  cannot  be 
considered  the  only  source  of  population  limitation.  There  are 
simply  too  many  other  hazards  to  life  for  this  to  obtain.  It 
is  equally  inaccurate,  however,  to  imply  that  they  do  not 
greatly  assist  in  limiting  numbers.  And  they  become  more 
important  as  "control"  agents  as  men  through  simplication 
of  environment  creates  the  habitats  for  greater  numbers  of 
pests. 

The  important  point  is  this.  Predator-prey  relationships 
are  considered  one  problem  with  one  solution.  In  fact  there 
are  many  problems  and  many  solutions.  Let  me  comment  on 
a  few  of  them. 

Predatory  insects  may  in  many  eases  not  only  "control"  a 
prey  species  but  locally  maj^  effectively  "wipe  it  out."  Nor- 
mally, predatory  (and  parasitic)  insects  have  good  dispersal 
powers  wdiereas  the  prey  (pest)  species  have  very  limited  abil- 
ity to  travel  and  a  high  reproductive  capacity.  A  prey  popula- 
tion once  discovered  has  little  defense.  From  the  above  it  is 
clear  that  insecticides  which  remove  predatory  (or  parasitic) 
insects  are  compounding  the  control  problem  by  ensuring  no 
checks  to  increasing  numbers  other  than  those  of  habitat. 
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Changes  in  habitat  are  probably  more  important  in  in- 
creasing rodent  numbers  than  destruction  of  predators  (Ko- 
ford,  1958).  Some  of  these  changes  are  unavoidable.  We  can- 
not do  without  alfalfa,  for  example,  yet  our  present  practices 
encourage  pocket  gophers  as  pests  in  them.  But  we  can  do 
without"  overgrazing  which  "opens  up"  rangelands  and 
allows  higher  rodent  numbers.  And  we  can  recommend  cul- 
tural practices  which  do  not  favor  pest  species.  (Pocket 
gophers  on  rangeland  will  become  more  numerous  if  present 
recommendations  are  continued).  And  we  can  encourage  na- 
tural enemies  to  exploit  their  value  as  much  as  possible. 

The  fur-bearing  animals  have  not  only  economic  value  but 
are  valued  by  many  for  their  intrinsic  appeal.  Area-wide 
reductional  control  of  coyotes  for  example,  reduces  the  ap- 
peal of  the  western  range  country.  Coyote  control  is  expensive, 
hazardous,  and  of  dubious  value  even  to  those  it  purports 
to  serve.  However,  no  one  who  understands  the  manner  in 
which  such  control  campaigns  are  supported  is  going  to  ex- 
pect sudden  change  on  this  score.  The  fur-bearing  animals 
constitute  part  of  the  public  price  paid  for  the  production  of 
range  livestock. 

4.  Delayed  effects 

Chemicals  may  have  effects  that  do  not  quickly  appear.  A 
"residual"  chemical  delays  exposure.  Secondary  poisoning  kills 
unintended  species,  always  with  time  lag  and  often  without 
being  discovered.  .  .  .  The  important  aspects  of  "delayed" 
effects  are  two:  (1)  a  time  lag  beyond  the  expected  period  of 
"control";  (2)  an  effect  not  limited  to  the  target  species,  or  if 
so  limited,  an  undesirable  effect. 

At  the  Davis  meeting.  Dr.  Rudd  stated  that : 

We  need  research  before  conclusions.  We  don't  need  a  popular- 
ity poll  as  the  basis  for  using  chemicals.  We  need  to  know  what 
we  are  doing  before  we  do  it.  Now,  to  qualify  myself,  I  know  this 
is  not  totally  possible.  There  is  ...  so  that  when  we  take  the 
calculated  risk,  the  least  we  will  know,  how  much  is  that  risk. 


ESTABLISHMENT  OF  A  PEST  CONTROL  BOARD 

A  representative  of  the  Agricultural  Pest  Control  Association,  testi- 
fied at  Fresno,  relatiA^-e  to  transferring  the  licensing  and  regulation  of 
agricultural  pest  control  operators  from  the  Director  of  Agriculture  to 
an  agricultural  pest  control  board  composed  of  five  members  appointed 
by  the  Governor.  Membership  on  the  board  would  be  limited  to  licensed 
pest  control  operators. 

Sponsors  of  the  legislative  measure  testified  their  opposition,  stating : 

I  am  here  to  oppose  the  bill.  We  feel  that  the  bill  was  pre- 
maturely introduced.  I  do  not  have  a  statement  here  today  as  I 
gave  you  one  at  the  committee  in  Sacramento.  But  our  directors 
favor  withdrawal  of  the  proposed  legislation  and  that  statement 
has  been  given  you.  Our  association  actually  does  not  represent 
enough  of  the  pest  control  operators  to  take  on  this  activity.  We 
should  be  getting  members  and  organizing  our  association  before 
we  go  into  the  straightening  out  of  the  industry.  We  were  sup- 
posed to  have  a  full  industry  study.  This  study  was  never  com- 
pleted.^ 

The  Department  of  Agriculture  submitted  in  their  letter  of  August 
21,  1959,  opposition,  as  follows  : 

.  .  .  The  present  method  of  licensing  agricultural  pest  control 
operators  was  established  in  1949,  following  several  years  of  study 
by  the  Joint  Legislative  Committee  on  Agriculture  and  Livestock 
Problems.  The  legislation  enacted  in  1949,  provided  a  system  that 
has  proved  workable,  and  has  furnished  protection  to  agricultural 
producers,  as  well  as  tending  to  stabilize  the  business  of  agricul- 
tural pest  control.  .  .  . 

.  ,  .  Aside  from  the  basic  question  of  creating  an  industry  board 
to  carry  out  a  regulatory  function,  which  is  already  being  ade- 
quately administered  by  an  established  state  agency,  there  are  a 
number  of  other  objections  to  Assembly  Bill  2513  as  introduced. 
Among  these  are : 

(1)  Licensing  of  agricultural  pest  control  operators  is  presently 
handled  by  the  Department  of  Agriculture  as  one  of  the  compo- 
nent parts  of  an  over-all  program  of  regulating  the  sale  and  ap- 
plication of  pesticides.  Other  phases  of  the  program  are:  (a)  Li- 
censing of  pesticide  manufacturers  and  registration  of  pesticides; 
(b)  regulation  of  the  use  and  application  of  injurious  herbicides 
and  other  injurious  materials;  and  (c)  checking  fruits,  vegetables 
and  other  raw  agricultural  products  for  excessive  spray  residue. 
Establishment  of  a  separate  board  to  administer  the  provisions 
relating  to  pest  control  operators  would  not  only  increase  admin- 
istrative costs,  but  would  result  in  a  division  of  authority  in  the 
field  of  regulating  the  sale  and  application  of  pesticides. 

>  Gordon  McChirsie,  Fresno  Hearing,  September  29,  1959. 

(138) 
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(2)  Deletion  of  language  in  lines  9  and  10  on  page  2,  would 
extend  coverage  of  the  act  to  such  operations  as  treatment  of  fish 
nets,  lumber,  etc. 

(3)  License  fees  for  pest  control  operators,  which  are  presently 
established  bv  legislative  action,  would  be  set  by  the  board  instead 
(page  4,  lines  5  to  8).  The  bill  does  not  establish  a  maximum  li- 
cense fee  that  may  be  assessed  by  the  board. 

(4)  Provisions  relating  to  exemption  from  license  fees  for 
farmers  who  are  not  regularly  engaged  in  the  business  of  pest 
control,  and  who  spray  for  the  accommodation  of  their  neighbors, 
would  be  made  more  restrictive  (page  4,  lines  23  to  33) . 

(5)  Application  of  worthless  or  improper  materials  would  no 
longer  be  grounds  for  disciplinary  action  against  a  pest  control 
operator  (page  4,  lines  43  to  44). 

(6)  Even  though  proponents  of  the  measure  expect  the  counties 
to  continue  to  supply  the  major  portion  of  the  manpower  for  en- 
forcement of  the  law,  local  authority  is  restricted  in  the  following 
manner:  (a)  County  registration  would  not  be  required,  and  coun- 
ties would  not  be  permitted  to  charge  registration  fees  (page  5, 
lines  3  to  43)  ;  and  (b)  agricultural  commissioners  would  not  be 
permitted  to  make  rules  and  regulations  governing  application  of 
methods  of  pest  control  under  local  conditions  (page  6,  lines  12 
to21).i 

At  Fresno,  the  executive  secretary  of  the  Agricultural  Aircraft  As- 
sociation, testified  their  opposition : 

...  It  is  our  opinion  that  there  are  no  problems  in  the  pest 
control  application  business  to  indicate  a  need  now  or  in  the  near 
future  for  such  a  self-governing  board.  The  Department  of  Agri- 
culture has  the  pest  control  situation  in  California  well  in  hand. 
They  work  with  the  industry  on  any  and  all  problems  which  arise, 
and  we  feel  that  they  are  much  more  qualified  to  determine  the 
rules  and  regulations  governing  pest  control  application  in  the 
State  than  a  board  composed  of  the  owners  of  crop  dusting 
businesses. - 

Mr.  C.  0.  Barnard,  Executive  Secretary  of  Western  Agricultural 
Chemicals  Association  of  San  Jose,  a  trade  association  of  101  manufac- 
turers of  either  basic  pesticide  chemicals,  end-use  pesticides,  or  com- 
ponents of  such  end-use  products,  related  at  Bakersfield: 

.  .  .  Western  Agricultural  Chemicals  Association  is  opposed  to 
Assembly  Bill  2513  because  it  would  establish  within  the  Depart- 
ment of  Agricultu.re  a  regulatory  body  composed  in  entirety  of 
established  agricultural  pest  control  operators  who  would,  in  effect, 
be  regulating  their  private  businesses. 

In  our  opinion,  a  regulatory  body  of  such  composition  would  be 
contrary  to  good  public  policy.  Such  a  body  might  with  propriety 
have  within  its  membership  one  person  engaged  in  the  business  it 
would  regulate,  as  a  reservoir  of  technical  information  for  the 

1  Charles  V.  Dick,  Depvtty  Director. 

2  Wanda  Branstetter,  Fresno  Hearing,  September  29,  1959. 
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body  as  a  whole ;  but  its  other  members  should  be  devoid  of  a 
vested  interest  in  its  decisions. 

Section  160.14  of  Assembly  Bill  2513  recognizes  in  a  negative 
manner  the  principle  of  nonparticipation  of  persons  with  vested 
interests  in  the  membership  of  a  regulatory  body.  It  explicitly  bars 
from  membership  in  the  proposed  Agricultural  Pest  Control  Board 
"a  manufacturer,  his  agents  or  employees." 

A  large  majority  of  the  members  of  Western  Agricultural  Chem- 
icals Association  are  manufacturers  of  products  which  are  subject 
to  the  quite  rigid  regulatory  provisions  of  the  Agricultural  Code. 
We  know  that  objective  regulation  of  those  products  is  essential 
to  orderly  distribution  and  use ;  and  in  our  opinion  the  code  is 
administered  fairly  and  impartially  by  the^Department  of  Agricul- 
ture in  the  public  interest. 


OTHER  MATTERS  PERTAINING  TO  AGRICULTURE 

At  the  various  meetinos,  along  with  the  subjects  on  the  agenda  to  be 
studied  and  discussed,  persons  testifying  brought  other  matters  to  the 
attention  of  the  committee  relative  to  agriculture. 

I.     MECHANIZATION 
Dr.   Roy  Bainer,   Agricultural   Engineer,   University  of  California, 
Davis,  informed  the  committee  of  the  department  at  the  university  and 
what  will  be  happening  in  the  field  of  agriculture  in  the  future  with 
newly  developed  equipment. 

I  suppose  there  are  very  few  industries  in  the  United  States  that 
can  boast  of  doubling  output  per  worker  as  has  taken  place  in 
agriculture  in  the  last  20  years.  And  at  the  rate  that  this  mecha- 
ntzation  is  going  on  it's  evident  that  probably  in  the  next  20  years 
there  could  be  a  further  doubling  in  the  output. 

One  of  the  things  that  has  taken  place  in  this  mechanization 
picture  was  the  crops  that  were  more  easily  mechanized  were,  of 
course,  mechanized  first.  That  included  the  cereals,  hay  and  some 
of  the  general  crops.  Then  came  such  crops  as  rice,  sugar  beets, 
cotton,  but  we  are  still  talking  about  field  crops.  It  became  evident 
to  the  group  in  agricultural  engineering  some  time  ago,  that  if  we 
are  going  to  continue  to  have  a  balance  in  this  agricultural  pro- 
duction we  had  to  begin  to  think  of  some  of  the  crops  such  as  the 
vegetables,  the  vine  crops  and  tree  crops,  and,  therefore,  our  efPorts 
in  working  with  other  departments  on  this  campus  have  been  di- 
rected toward  spreading  this  mechanization  to  some  of  the  so-called 
high  labor  crops,  and  we  felt,  more  or  less,  justified  in  this  rela- 
tion because  of  the  importation  of  labor  to  the  State  from  the 
South,  and  the  inability— on  the  part  of  farmers— to  get  suitable 
labor  to  do  much  of  this  work.  . 

I  think  one  of  the  interesting  current  problems  that  is  be- 
ing worked  upon  at  the  present  time  is  the  work  on  tomatoes.  This 
constitutes  a  breeding  program  carried  on  by  vegetable  crops.  Dr. 
Hanna  has  been  doing  the  breeding  work.  .  .  .  AA^e  are  practically 
on  a  crash  program  this  vear  in  that  an  attempt  to  evaluate  some 
200  new  varietfes  of  tomatoes  that  Mr.  Hanna  has  developed  solely 
for  the  purpose  of  mechanization  and  we  have  a  machine  that  will 
take  tomatoes  off  the  vines.  And  just  what  this  will  lead  to  I  am 
not  able  to  sav  right  now,  but  it's  very  evident  that  the  handwrit- 
ino-  is  on  the  wall,  and  we  will  be  handling  tomatoes  mechanically. 
Another  problem  that  has  been  quite  intriguing,  and  it  was 
brought  about  bv  an  unbalance  of  the  setup  in  the  San  Joaquin 
Valley  in  this  whole  mechanization  of  the  cotton.  Some  years  ago 
—four  or  five— when  the  mechanical  picking  of  cotton  took  over, 
the  Raisin  Advisory  Board  sent  a  group  to  this  campus  to  talk  with 
us  about  the  possibility  of  mechanization  of  the  raisin  grape,  me- 
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ehanieal  picking-  of  the  grape.  And  they  were  quite  complimentary 
with  the  progress  that  had  been  made  in  cotton,  and  they  made 
the  remark  that  the  people  that  used  to  come  in  to  pick  cotton 
came  in  two  or  three  weeks  early — got  a  place  to  pick  cotton— got 
a  place  to  live  and  put  the  kids  in  school  and  then  came  over  and 
picked  our  grapes.  And  since  they  don't  come  in  to  pick  cotton, 
then  we  are  a  little  short  on  grape  pickers,  therefore,  we  would 
like  to  have  a  mechanical  grape  harvester. 

Dr.  Winkler  of  the  Vinicultural  Department  demonstrated  very 
conclusively  that  grapes  could  be  retrellised  and  we  have  a  ma- 
chine that  will  pick  these  grapes  off  the  vines  and  lay  them  on 
a  continuous  paper  tray  in  the  vineyard  or  deliver  them  to  an 
elevator  or  a  mechanical  loader  for  going  to  the  winery.  To  put 
this  machine  in  operation,  of  course,  is  giiiug  to  be  rather  costly 
in  that  the  whole  grape  acreage  will  have  to  be  retrellised,  but  1 
would  prophesy  that  someday  that's  going  to  happen  because 
when  you  consider  this  machine  that  we  have  will  pick  as  many 
grapes  as  65  hand  pickers,  you  can  afford  to  put  some  money 
into  it. 

We  have  other  machinery  that  is  on  the  threshold  of  use:  an 
asparagus  harvester  that  will  bring  asparagus  .  .  .  one  in  which 
one  man  can  handle  asparagus  on  125  acres  .  .  .  cut  asparagus 
at  3-J  miles  an  hour. 

More  recently  we  have  gone  into  some  of  the  tree  crops.  The 
prune  harvest  is  over  the  hump  so  far  as  mechanization  is  con- 
cerned. Last  year  we  had  some  demonstration  of  .  .  .  that  would 
indicate  that  prunes  can  be  handled  mechanically.  On  a  ranch 
at  Meridian,  we  had  one  instance  of  150  acres  of  prunes  harvested 
with  three  men  .  .  .  these  three  men  harvested  150  acres  of  prunes 
averaging  50  trees  per  hour.  So  I  doubt  if  people  are  going  to 
pick  prunes  off  the  ground  when  you  can  do  that. 

There  is  an  interest  right  now  on  the  part  of  the  cling  peach 
growers.  I  am  not  prophesying  what  might  happen,  but  we  are 
certainly  going  into  peaches  and  apricots  this  year.  And  only  in 
the  last  two  or  three  weeks  have  been  approached  by  the  citrus 
people  from  the  south.  Those  producing  lemons  find  that  only 
about  half  of  the  fruit  reaches  the  market  in  fresh  form  and, 
therefore,  why  penalize  the  whole  crop  with  the  high  cost  of  pre- 
paring-—hoping  that  you  will  get  into  the  fresh  fruit  market 
and  wind  up  with  half  of  the  fruit  in  process,  so  hoping  at  least 
to  go  in  that  particular  direction. 

II.     PUBLIC  RELATIONS 

A  member  of  the  State  Board  of  Agriculture  spoke  of  the  lack  of 
?ood  public  relations  in  the  field  of  agriculture : 

It  seems  to  me  that  we  are,  unfortunately,  probably  the  first 
public  relations  people  of  any  industry  in  America.  We  are  loud 
talkers,  we  complain  bitterly,  we  fight  bitterly,  and  we  also  have 
quite  a  lot  of  love  in  our  hearts.  But  this  public  relations  is  the 
thing  that  is  so  vicious  to  us  in  agriculture.  I'd  like  to  take  just 
a  second  to  cite  an  example  to  you.  Some  30  years  ago  we  created 
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in  America  what  we  called  our  good  neighbor  policy  and,  pri- 
marily, the  policy  consisted  of  sending  people  abroad ;  practically 
all  of  our  farm  friends  in  trying  to  teach  them  how  to  better  feed 
themselves.   Agriculture  played  a  terrific  part— we  sent  trained 
men  all  around  the  world  to  do  this  job.  We  did  not  attempt  to 
strengthen  their  economies.  We  were  merely  trying  to  teach  them 
to  better  feed  themselves.  We  didn't  teach  them  how  to  build  a 
textile  mill  in  order  to  raise  their  standard  of  living.  We  were 
trying  to  teach  them  to  better  feed  themselves.  And  m  doing  this 
we  have  done  an  excellent  job.  In  many  countries  we  are  produc- 
ing wheat  to  countries  that  we  bought  formerly  exported  wheat 
to.  We  have  taught  people  to  produce  cotton  to  countries  that  we 
formerly  exported  cotton  to.  And  today,  we  are  told  thatif  we 
are  to  have  to  strong  agricultural  economy,  we  must  retain  our 
export  market.  Now  it  doesn't  take  a  Philadelphia  lawyer  to  figure 
out  that  if  we  are  to  regain  any  of  this  export  market  we  are 
either  going  to  raise  their  standard  of  living  of  the  countries  we 
export  to,  or  we  're  going  to  lower  our  standard  of  living  m  order 
to  compete  with  them.  I  believe  that  we  have  built  an  America 
probably  one  of  the  greatest  countries  known  to  history,  and  I 
believe  that  our  fundamental  factor  behind  this  strength  is  our 
ability  to  produce  food.  We  have  built  supplies  of  foodstuffs  that 
are  available  in  storage  spaces  that  practically  insure  the  Ameri- 
can people  from  a  year  to  a  tw^o-year's  supply  with  practically 
no  production  whatsoever.  AVe  have  in  storage  this  amount  of _  food. 
I  think  the  American  farmer  has  played  a  terrific  part  m  building 
the  great  America  we  have  today. 

Now,  then,  I  believe  that  if  people,  the  people  of  the  United 
States  knew  more  about,  in  fact,  if  we  were  better  public  relations 
people,  certainly  we  w^ouldn't  be  considered  today  as  a  bunch  of 
subsidized  bums.  We  are  proud  of  the  fact  that  we  have  ample 
food  supplies,  and  these  food  supplies  have  made  it  difficult  to 
operate  in  a  commoditv  market  as  we  know  it  in  America  today. 
I  think  that  when  we  are  in  trouble,  that  if  the  people  knew  what 
a  great  part  we  played  in  building  our  good  neighbor  policy,  and 
the  big  part  we  plaved  in  building  our  reserves  in  America  to  the 
extent'' that  we  are  "'the  greatest  power  on  earth,  and  history  cer- 
tainly teaches  us  that  war  is  not  won  without  foodstuffs.  I  believe 
that  if  we  were  better  public  relations  people,  and  saw  to  it  that 
people  of  America  knew  these  facts,  then  when  we  are  tempo- 
rarily in  trouble  that  we  should  have  a  little  more  receptive  ears 
when  we  are  talldng  to  the  people  that  live  in  the  cities.  It  is 
quite  a  concern  of  mine  and  if  there  is  anything  possible  that  you 
people  can  do  to  help  us  better  tell  the  story  about  agriculture  to 
the  American  people,  I  am  sure  the  farmer  will  be  proud  that 
you  have  taken  any  step  that  you  might  take.^ 

Dr.  James  T.  Kalph,  Deputy  Director  of  the  State  Department  of 
Agriculture,  iterated  at  the  Davis  meeting: 

Aggravating  the  situation  our  farmers  face  today  is  the 
misunderstanding  in  the  minds  of  city  people  as  to  the  subsidiza- 

1  Charles  Paul,  Fresno  Hearing,  September  29,  1959. 
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tion  of  agriculture.  A  price  support  program  does  operate  for  a 
number  of  crops  produced  in  America.  But  this  program  does  not 
directly  apply  to  most  of  California's  agriculture.  As  a  matter  of 
fact,  of  the  gross  income  received  by  California  farmers  in  1958, 
only  $23,000,000  out  of  a  total  $2,852,000,000  was  from  government 
payments. 

Lack  of  Understanding 

The  last  item  I  wish  to  report  to  you  concerns  this  problem  of 
lack  of  public  understanding  of  the  farmer's  situation.  Our  de- 
partment has  stepped  up  its  program  of  public  information  to 
better  inform  the  public  and  we  are  co-operating  to  the  fullest 
with  all  news  agencies  and  the  university  in  this  work. 

III.     RANGE  AND  FOREST  IMPROVEMENT 

Many  ranchers  feel  a  program  should  be  instituted  in  the 
forest  service  to  burn  off  and  reseed  the  brushlands.  To  clean  up 
logging  and  timbered  areas  in  the  fall  and  spring.  They  feel  that 
there  should  be  firebreaks  built  to  prevent  the  holocaust  that  we 
are  now  having  throughout  the  State  of  California  .  .  .  and  we 
might  say  throughout  the  United  States. 

The  Agricultural  Extension  Service  today  ...  in  the  recent 
California  Agriculture  issue  showed  for  surface  fire  suppression 
cost  $97  per  acre  in  1957,  compared  to  a  cost  of  $3  per  acre  for 
controlled  brush  removal  by  fire  and  other  methods.  At  Susanville 
on  July  7,  at  a  meeting  I  was  setting  in  .  .  .  the  forest  service 
personnel  stated :  ' '  The  Eagle  Lake  burn  .  .  ,  portion  reseeded  to 
grass  after  the  burn  ...  is  not  returning  to  brush  like  the  pro- 
portions that  were  not  seeded.  In  that  area,  it  seems,  that  it  was 
owned  by  some  private  companies  and  by  the  government  ...  on 
the  portion  that  the  wildfire  went  over  and  they  reseeded  quite  a 
large  portion  of  it,  and  left  quite  a  portion  that  was  not  reseeded" 
.  .  .  and  they  say  there  is  certainly  a  vast  difference  there  now  in 
the  brush  regrowth  between  the  reseeded  and  nonseeded  areas. ^ 

The  California  Agriculture,  June,  1960,  edition,  submitted  statistics 
and  information  on  controlled  brush  burning ; 

Range  improvement  programs  are  changing  adaptable  California 
brushlands  into  grasslands  and  thereby  increasing  feed  supplies 
for  livestock,  improving  watersheds,  and  reducing  the  hazard  of 
wildfires. 

California  converts  about  100,000  acres  a  year  from  agricultural 
production  to  residential  and  industrial  uses.  Increasing  recrea- 
tional use  of  public  lands — about  55  million  visitor-days  annu- 
ally—and private  lands— 15  to  20  million  visitor-days  a  year- 
reduces  further  these  land  resources  for  livestock  use.  Conse- 
quently, rangelands— including  grass  revegetated  brushlands— are 
of  increasing  importance  as  a  natural  resource. 


1  Jess  Bequette,  Red  Bluff  Hearing,  August  26,  1960. 
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An  extensive  series  of  adaptation  tests  of  range  forage  plants- 
native  and  introduced  species— has  been  carried  on  throughout 
California  since  1938. 

Range  improvement  involves  removal  and  subsequent  control  of 
the  brush,  reseeding  with  desirable  forage  plants,  and  proper 
management  of  the  grazing.  The  operator  of  a  range  improvement 
program  emploj^s  technological  advances  as  skillfully  as  does  the 
farmer  in  the  valley  areas  who  grades  the  land,  irrigates,  plants 
improved  varieties,  cultivates  and  controls  harmful  pests. 

The  most  widely  used  tool  for  range  improvement  in  California 
is  controlled  fire.  The  number  of  acres  burned  under  permit  has 
increased  from  50,424,  in  1945,  to  150,564,  in  1958.  Controlled  fire 
is  the  most  economical  method  to  remove  undesirable  brush  from 
carefully  selected,  potentially  good  rangelands. 

Authorized  by  State  Laws 

Enabling  legislation  authorizes  the  California  Division  of  For- 
estry to  issue  permits  for  controlled  burning  of  brush-covered  land 
in  areas  where  fire  protection  is  the  Division  of  Forestry 's  responsi- 
bility. In  a  separate  statute,  the  Legislature  directs  the  division  to 
engage  in  a  program  of  experimental  land  clearance  and  revegeta- 
tion  of  areas  believed  useful  for  forage  production. 

Controlled  burning  projects  are  carried  out  by  the  permit- 
holder  on  land  under  his  legal  control.  Frequently  the  burns  are 
co-operative,  and  two  or  more  permit-holders  work  together  in 
planning,  preparing  and  conducting  control  burns. 

Solution  and  Water  Conserved 

Whenever  vegetative  cover  is  removed  from  land  by  fire — either 
controlled  burning  or  wildfire — there  is  danger  of  soil  erosion  but, 
if  useful  crops  are  to  be  produced,  land  preparation  becomes  a 
necessary  risk.  However,  very  little  soil  erosion  has  resulted  from 
controlled  burns. 

Conversion  of  brushland  to  properly  managed  grassland  aids  in 
water  conservation.  The  roots  of  grass  are  shallow.  When  the  upper 
soil  moisture  is  used  up,  perennial  grasses  usually  go  dormant  and 
annual  grasses  die.  Brush  roots  go  deeper  into  the  soil  and  remove 
moisture  that  otherwise  could  supply  springs  and  streams  during 
the  summer. 

Wildfire  Control 

The  brush  that  covers  much  of  California's  hills  encourages  the 
spread  of  wildfires,  hampers  economic  fire  control  and  endangers 
vast  areas  of  valuable  forest  land.  Brush  areas  are  a  constant  threat 
to  adjacent  property.  In  seven  years  of  a  nine-year  period — 1949 
to  1957  inclusive — total  annual  acreage  burned  by  wildfires  ex- 
ceeded that  of  controlled  burns. 

Cost  per  acre  of  control  burning  is  less  than  cost  per  acre  for 
wildfire  protection.  For  example,  in  1957,  the  statewide  average 
cost  of  control  burns  was  $3  per  acre.  The  average  cost  for  wild- 
fire suppression  was  $97  per  acre. 
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COMPAKATIVE  COSTS  PER  ACRE  OF  VARIOUS  METHODS  OF  BrUSH  REMOVAL 

Controlled  Fire 

Northern  California  1947-48^_  $0.45  to  $2.95 

Shasta  County :  Average  Lotv  High 

1952 $0.38  $0.15  $3.33 

1953 .54  .14  5.52 

San  Benito  County  : 

Low $7.26 

High    43.24 

Average  statewide,  1959 : 

No  preburn  preparation $3.00  to    $4.00 

With  preburn  preparation-  $5.00  to  $12.00 
Chemicals 

Ranges  from $3.50  to  $50.00 

General : 

Materials $2.00  to    $3.50 

Application    $4.00  to    $5.00 

Desert  sagebrush $3.50  to    $5.00  ^ 

Mechanical 

San  Mateo  and  Santa  Clara  Counties : 

Low $8.00 

High    50.00 

Chemical  Control 

Chemicals  are  widely  used  for  control  of  undesirable  woody 
species  on  lands  which  offer  good  potential  for  range  feed  produc- 
tion. The  principal  chemicals  used  are  2,4-D,  2,4,5-T,  when  used 
in  accordance  with  label  instructions,  and  the  combination  of  the 
two,  commonly  referred  to  as  brushkiller.  Coyote  brush,  coast 
sagebrush,  purple  sage,  while  sage  and  mixed  coastal  brush  are 
effectively  controlled  and  suppressed  by  these  materials,  as  are 
sprouting  chamise  and  chamise  seedlings.  Old  chamise  and  the 
chaparral,  including  the  various  manzanitas  and  ceanothus  species, 
are  not  controlled  by  the  now  known  chemicals  until  after  burn- 
ing. Sprouts  and  seedlings  are  then  controllable  by  foliage  appli- 
cation of  2,4-D,  2,4,5-T,  or  mixtures  of  the  two. 

More  effective  chemicals  may  be  developed,  which  can  be  adapted 
to  a  wider  range  of  species.  Economic  data  on  use  of  chemicals 
are  somewhat  meager,  mainly  because  chemicals  have  not  been 
used  so  extensively  as  fire. 

Mechanical  Control 

Mechanical  control  of  brush  has  shown  some  increase  during 
the  past  few  years.  This  practice  has  always  been  most  widely 
accepted  in  Southern  California  where  climatic  conditions  make 
burning  less  acceptable  and  where  some  of  the  brush  problem 
occurs  on  areas  which  lend  themselves  readily  to  discing. 

.  .  .  Many  operators  prefer  to  leave  the  knocked-down  material 
in  place  for  two  or  three  years  and  complete  the  cleanup  job  with 
a  broadcast  control  fire  during  late  summer  or  fall.  This  method 
helps  later  forage  plant  stand  establishment  because  of  the  gen- 
eral distribution  of  ash.  Other  operators  either  windrow  or  stack 
the  brush  in  isolated  piles  and  leave  it  for  from  one  to  several 
years.  The  piled  material  is  cleaned  up  by  winter  burning  when 
fire  restrictions  are  not  in  operation. 
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Excessive  soil  disturbance  during  tractor  clearing  operations 
often  restricts  establishment  of  seeded  grasses  and  legumes.  Me- 
chanically cleared  brushlands  may  present  a  serious  erosion  hazard. 

The  controlled  burning  of  brush,  followed  where  needed  by 
chemical  treatment  of  regrowth  and  seeding  of  improved  forage 
plants,  is  converting  brush  areas  to  grass.  Controlled  burning, 
properly  planned  and  managed,  bi-ings  many  benefits  to  everyone.^ 

IV.     GREENBELTING 

Mr.  R.  Ken  Wilhelm,  Secretary  of  the  Santa  Clara  County  Farm 
Bureau,  testified  at  the  San  Jose  hearing,  stressing  the  need  for  re- 
serves of  agricultural  land : 

To  initiate  action  to  create  permanent  agricultural  reserves, 
most  promising  of  a  variety  of  programs  which  might  be  tested,  is 
the  public  acquisition  of  nonfarm  development  rights  from  owners 
of  agricultural  land.  Such  a  program  implies :  "  It  is  in  the  public 
interest  for  certain  farmland  in  metropolitan  areas  to  remain  in 
agricultural  use."  However,  the  value  of  land  for  development 
purposes  is  an  inherent  property  right.  If  this  value  is  obtained 
from  an  owner,  he  should  be  fairly  compensated  for  its  loss.  De- 
velopment rights  acquisition  leaves  title  to  the  land  with  the  origi- 
nal owner.  It  leaves  him  possession  of  the  right  to  farm  the  land. 
It  should  also  leave  him  possession  of  mineral  rights,  water  rights, 
trespass  rights,  and  aerial  privacy  rights.  The  farmer  retains  in- 
centive to  manage  his  land  and  keep  it  in  a  high  degree  of  pro- 
ductivity. The  public  at  large  gains  the  assurance  of  open  space 
and  a  continuing  food  supply. 

Having  served  on  a  conservation  inventory  committee,  Mr.  AVilhelm 
went  on  to  say  from  his  findings : 

In  this  we  analyzed  the  land  capabilities  and  the  land  reserves 
of  Santa  Clara  County.  It  is  estimated  that  by  1975,  104,000  acres 
of  our  land  in  this  county  which  is  now  bearing  fruits,  nuts  and 
vegetables  will  be  gone  if  we  do  not  do  something  about  trying  to 
preserve  this  land.  In  other  words,  actually,  more  than  four-fifths 
of  the  land  in  this  county  will  have  been  dissipated  and  destroyed. 
Destroyed  for  agricultural  purposes.  Now  we  brought  to  the  Legis- 
lature, during  the  last  number  of  years,  this  problem.  "We  have 
asked  for  your  help  and  you  certainly  have  given  it  to  us. 

.  .  .  We  do  know  this,  that  we  will  have  to  ask  your  committee 
and  the  Legislature  for  assistance  perhaps  in  getting  the  California 
Legislature  to  memorialize  Congress  to  view  our  request  for  an 
experiment  in  this  field  with  an  honest  and  fair  eye.  Our  purpose 
of  this  experiment  is  to  come  into  an  area  which  has  been  so  badly 
exploited.  Because  here  we  have  the  maps,  we  have  the  records, 
and  we  have  the  area,  and  we  have  people  who  will  co-operate 
.  .  .  This  experiment  to  have  the  federal  farm  land  bank  come  in 
and  appraise  the  agricultural  land  that  we  have  on  the  basis  of 
its  true  agricultural  value.  This  can  be  done  very  well.  Now  when 

» Written  by  R.  M.  Love,  University  of  California,  Davis,  L.  J.  Berry,  J.  E.  Street  and 
V.  P.  Osterli. 
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the  federal  farm  land  bank  comes  up  with  a  fair  appraisal  its 
even  something  they'll  lend  money  on,  which  means  it  must  be 
pretty  good. 

.  .  .  Actually,  the  average  subdivision  price  in  the  San  Jose 
area  has  been  in  the  neighborhood  of  around  $4,500  an  acre.  Our 
interest  in  this  thing  is  to  separate  what  we  would  call  a  develop- 
ment rights  value.  Take  this,  buy  it  legally  from  the  farmer — not 
necessarily  at  that  cost — but  at  a  reasonable  figure  because  there 
are  tax  incentive  things  that  could  be  figured  into  this  particular 
proposition.  There  are  various  ways  of  approaching  a  figure  that 
would  be  fair  to  the  people  and  to  the  landowner  as  well.  Restrict 
the  deeds  of  this  property  accordingly,  that  the  development  rights 
had  been  sold  and  were  deposited  in  the  bottom  of  the  archives 
building  somewhere  so  they  wouldn't  be-easily  attainable  and  try 
this  experiment  of  seeing  if  we  can  hold  this  land  for  agricultural 
production. 

.  .  .  Now  we  have  no  hesitation  on  the  part  of  AVashington  to 
discuss  the  problem  that  faces  squarely  with  us.  This,  if  it  works, 
and  we  believe  that  it  will  work,  is  the  supplementary  action  to 
exclusive  agricultural  zoning,  by  itself  we  have  learned  over  the 
years,  is  not  quite  enough  to  do  the  job  that  you  men  are  faced 
with  as  far  as  California's  future  is  concerned.  You  have  two 
goals,  you  want  to  keep  the  natural  resource  which  we  have  in 
agriculture.  Ten  percent  of  the  State's  economy,  40  percent  of  its 
byproducts  economy.  You  want  to  keep  that,  and  at  the  same  time 
you  want  to  capitalize  on  this  tremendous  new  wealth  of  industry 
and  people  because  these  are  also  natural  resources.  Now  then, 
the  only  way  you  can  do  this  is  to  design  a  program  which  calls 
for  the  maintenance  of  one  natural  resource  while  we  build  these 
others.  It  can  be  done.  It  doesn  't  mean  we  block  industrial  growth, 
it  doesn 't  mean  we  block  residential  subdivisions,  but  it  means  that 
we  help  in  their  location  so  they  do  not,  of  themselves,  destroy 
already  existing  resources.  The  nation  has  tremendous  interest  in 
what  is  being  done  here,  because  in  California,  as  you  know,  we 
produce  one-fourth  of  the  nation's  table  food. 

If  you  take  the  California  product  off  the  market  or  a  major 
portion  of  the  California  product  off  the  market,  we  will  have 
inflation  such  as  you  have  never  seen  before.  At  present  our  basic 
farm  commodities  are  selling  for  what  they  did  and  have  done 
historically  over  a  great  number  of  years. 

Need  for  Zoning 

.  .  ,  "We  find  that  there  is  a  need  for  exclusive  agricultural 
zoning,  that  there  is  a  need  for  municipal  purpose  zoning,  that 
there  is  a  need  for  open  spaces  recreational  zoning,  and  lastly 
that  there  is  a  need  for  open  spaces,  just  as  an  open  space  itself 
type  of  zoning.  These  four  types  of  zoning,  we  believe,  should  be 
protected  on  the  same  basis  as  exclusive  agriculture  zoning  at 
present  is.  That  it  should  be  subject  to  certain  requirements 
before  it  can  be  changed  in  its  use,  before  it  can  be  annexed  into 
a  city. 
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The  Director  of  Planning,  County  of  Santa  Clara,  testified  before  the 
committee  at  San  Jose  relating  the  urgent  need  for  preservnig  agricul- 
tural land:  -,       •       1      1    1      •       J.T,  + 
The  conservation  of  our  most  productive  land  during  the  next 
25  years  poses  one  of  the  greatest  dilemmas  in  the  history  of 

California.  ^     .         ,  , 

This  great  problem  which  has  been  emerging  during  the  past 
15  years  has  to  do  with  the  encroachment  of  urban  development  on 
the  best  soils  of  the  State. 

In  order  to  orient  ourselves,  let  us  look  at  the  situation  as  it 
appears  today  and  attempt  to  look  ahead  a  few  years  in  order 
to  speculate  on  the  future. 

To  begin  with,  we  knoAV  that  California  has  a  land  resource  ot 
roughly  ""100,000,000  acres.  We  also  know  that  approximately  one- 
half  of  this  land  is  publicly  owned,  primarily  for  the  purpose 
of  protecting  such  natural  resources  as  watershed  and  timber. 
Also  included  are  various  national  and  state  recreation  and  wildlife 
conservation  areas  as  well  as  military  establishments.  Practically 
none  of  this  land  has  agricultural  potential  beyond  limited  grazing. 

Much  of  the  remaining  land  is  of  the  same  type,  having  little 
value  for  agriculture— some  is  desert,  some  mountainous,  some 
flood  plain,  and  some  tidelands,  while  some  has  limited  topsoil 
underlaid  with  rock  or  impervious  clays. 

When  we  have  finally  examined  the  situation,  we  find  out  that, 
at  the  most,  only  16  percent  of  our  land  is  arable  and  only  2 
percent  to  3  percent  comprises  the  very  best  Class  I  soils.  This 
limited  amount  of  deep,  rich  soil  lying  in  a  number  of  well  defined 
pockets  is  perhaps  the  most  significant  natural  heritage  of  the 
people  of  California.  . 

The  growth  of  California  has  been  discussed  and  measured  m 
all  respects,  until  it  seems  that  everyone  knows  about  it  and  has 
a  fair  idea  of  its  magnitude.  There  is  one  aspect,  however,  which 
has  had  little  attention.  This  concerns  the  phenomenon  of  metro- 
politan clusters  and  the  locational  problems  they  present. 

The  United  States  Bureau  of  Census  has  identified  eight  stand- 
ard metropolitan  areas.  These  have  received  approximately  90 
percent  of  the  population  growth  experienced  in  the  last  15  years. 
Actually,  these  metropolitan  centers  combine  to  form  two  super 
constellations.  One  in  the  San  Francisco  Bay  area  including  San 
Jose,  Sacramento  and  Stockton— and  the  other  in  the  Los  Angeles 
area  including  San  Diego,  Riverside,  San  Bernardino,  Santa  Bar- 
bara and  Orange  County.  These  two  complexes  comprise  a  popu- 
lation of  between  11  and  12  million. 

Having  noted  this  particular  aspect  of  California's  population 
distribution,  it  would  seem  to  be  important  to  ask  the  question  as 
to  the  relationship  of  the  distribution  of  the  population  to  the 
general  soil  quality  pattern  of  the  State.  When  we  superimpose  the 
population  growth  pattern  on  the  soil  map,  we  can  begin  to  see 
what  is  happening  and  perhaps  sense  the  importance  and  urgency 
of  taking  some  kind  of  remedial  measures. 

It  is  estimated  that  approximately  four  million  acres  of  land 
has  already  been  withdrawn  for  urban  use  and,  although  this 
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may  not  seem  to  be  a  large  amount,  it  should  be  noted  that  it  is 
of  a  greater  amount  than  our  remaining  resource  of  prime  land. 

Since  a  large  proportion  of  the  best  land  lies  in  the  areas  of 
extremely  rapid  urban  expansion  and  the  projections  for  the  next 
25  years  indicate  continued  growth  in  these  areas,  it  seems  reason- 
able to  conclude  that  unless  some  positive  program  is  instituted 
we  will  have  by  that  time  completely  wiped  out  many  of  the  prime 
productive  agricultural  areas  of  the  State,  leaving  us  with  the 
more  marginal  limited  use  type  soils  as  our  sole  agricultural  base. 

The  economic  significance  of  the  disappearance  of  this  prime 
soil  is  seldom  realized.  It  is  in  actuality  our  most  valuable  resource. 
It  produces  vast  wealth  each  year,  producing  50  percent  of  the 
nation's  fresh  fruits  and  vegetables.  It  produces  more  tangible 
wealth  and  more  stimulus  to  our  economy  than  almost  any  other 
single  activity  in  the  State,  including  the  basic  manufacturing 
which  has  come  into  our  metropolitan  areas. 

This  problem  certainly  requires  planning  and  programming.  It 
needs  consideration  at  the  state  level  on  an  equivalent  basis  to 
the  highway  system,  the  water  plan,  and  the  outdoor  recreation 
plan.  This  program  deserves  to  have  significant  position  in  an 
integrated  over-all  plan  for  land  use.  It  is  a  real  tragedy  that 
there  is  no  state  policy  and  program  developed  with  the  objective 
of  protecting  our  soil.  Thousands  of  acres  go  out  of  production 
each  year,  never  to  be  reclaimed.  Yet  a  protection  program  well 
conceived  and  administered  would  be  simpler  and  cheaper  to  exe- 
cute than  either  the  highway  or  water  plans.  Most  of  this  land  has 
all  the  improvements  necessary  for  optimum  operation  now.  All 
that  is  necessary  is  to  keep  it  from  being  overrun. 

A  firm  policy  in  this  regard  could  definitly  modify  the  highway, 
water  and  other  State  plans.  The  best  land  should  not  be  preju- 
diced _  by  inadvertent  freeway  design  and  location.  There  is  no 
question  that  such  land  constitutes  the  highest  optimum  market 
for  water  service  provided  by  the  state  water  plan.  Certainly 
land-gobbling  urban  service  uses  can  find  locations  of  marginal 
soil  types  without  undue  inconvenience  to  the  urban  population^ 

For  these  reasons,  it  seems  to  me  that  we  must  establish  a  pro- 
gram of  agricultural  land  conservation.  When  we  consider  the 
predicted  growth  and  the  tremendous  pressures  which  will  be 
applied  to  the  land,  it  is  obvious  that  firm  policy  must  be  developed 
and  legislation  and  machinery  for  implementing  such  policy  must 
be  devised.^ 

How  Does  fhe  Lack  of  Staiewide  Planning  Affect 
Local  Land  Use?  (Alameda  County) 

Mr.  Robert  C.  Harkens,  Farm  Advisor,  Alameda  County  presented 
a  "case  study"  of  agricultural  land  needs  in  this  Bay  county,  at  the 
University  of  California,  Seventh  Annual  Conference  on  City  and 
Regional  Planning.  Portions  of  his  statement  is  as  follows : 

So  much  has  been  said  about  agricultural  surpluses  that  it  is 
interesting  for  a  change  for  an  agriculturalist  to  talk  about  the 


1  Carl  J.  Belser,  San  Jose  Hearing,  October  15,  1959. 
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problem  of  people  surplus.  Most  people  are  quite  aware  that  agri- 
cultural land  is  being  taken  out  of  production  and  put  into  other 
uses,  and  this  is  happening  in  an  increasingly  rapid  and  disorderly 

fashion.  . 

Alameda  County  is  still  an  important  agricultural  area.  At  the 
present  time  over  two-thirds  of  the  land  in  Alameda  County  is 
being  used  for  agriculture.  Many  acres  are  used  for  rangeland, 
but  over  100,000  acres  of  it  is  in  cropland,  two-thirds  of  it  non- 
irrigated  and  one-third  irrigated.  Alameda  County  is  the  leading 
cauliflower  and  cucumber  producer  in  California.  It  is  the  second 
hio-hest  floriculture  county  in  California,  with  a  gross  production 
valued  at  between  $7,000,000  and  $8,000,000.  Alameda  County  has 
the  third  highest  agricultural  income  of  the  Bay  counties,  follow- 
ing Santa  Clara  and  Sonoma  County,  and  is  still  in  the  top  3 
percent  of  the  nation's  3,000  counties  as  far  as  agricultural  in- 
come. 

So  in  spite  of  the  urban  encroachment,  in  spite  of  the  tremendous 
increases  of  population,  the  most  expansive  industry  in  Alameda 
Countv  is  still  agriculture. 

The' disorderly  land  loss  in  Alameda  County  is  only  an  example 
of  the  pressures  being  exerted  against  agriculture  in  California 
and  in  other  states  in  the  United  States.  All  of  the  leading  agri- 
cultural areas  with  the  good  alluvial  valley  soils  and  the  climates 
for  best  growth  are  feeling  the  pressure  of  urbanization  on  their 
lands.  What's  happening  here  in  Alameda  County  is  an  object 
lesson  that  can  help  us  stop  haphazard  encroachment  of  the  same 
type  in  other  areas  and  perhaps  give  us  some  clues  as  to  how  we 
might  stop  increasing  inroads  in  the  Bay  area. 

There  are  three  initial  jobs  that  cannot  be  done  on  a  local 
level,  but  must  be  done  if  our  local  people  are  to  have  proper  tools 
for  logical  land  planning. 

1.  An  Accurate  Inventory  of  Land  Resources  in  CaSifornia 

We  know  that  there  are  100,000,000  acres  in  the  State.  Of 
this  we  know  that  there  are  12,000,000  acres  in  cropland. 
Seven  million  acres  of  this  12,000,000  are  irrigated,  which  rep- 
resents 25  percent  of  all  the  irrigated  land  in  the  United  States. 
At  the  present  time,  there  is  no  more  definite  information^  on  this. 
In  some  areas,  there  are  good  soil  series  inventories;  in  other 
areas,  land  capability  classifications.  Although  these  are  extremely 
important,  they  don't  tell  the  whole  story.  Additional  factors  that 
must  be  considered  by  planners  are  not  included  in  either  soil  rat- 
ings or  land  capability  classes.  The  most  important  factors  not  in- 
cluded are  climate  and  water  supply  (quantity  and  quality). 

2.  A  Projection  of  Land  Needs  for  an  Area 

(for  the  State,  or  for  a  group  of  states  here  in  the  West) 
California  produces  47  percent  of  the  gross  agricultural  Income 
of  the  11  western  states.  Our  obligation  in  the  future  is  going  to 
be  for  more  than  just  ourselves.  At  the  present  time,  however, 
we  have  no  projection  or  estimation  of  the  number  of  acres  we 
are  going  to  need  for  the  food  and  fiber  production  for  an  in- 
creased population  in  the  Bay  area,  in  the  State  of  California,  or 
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ill  the  11  western  states.  In  spite  of  not  knowing  how  much  we 
have  and  how  much  we  are  going  to  need,  we  are  withdrawing  our 
land  at  a  high  rate  and  are  telling  ourselves  that  technoligical 
advances  will  make  up  the  difference. 

3.  Sufficient  Co-ordination  Between  Agencies 

At  the  present  time  in  Alameda  County,  there  are  at  least  seven 
different  planning  agencies  developing  land  use  changes  in  agricul- 
tural land.  No  one  has  the  responsibility  to  act  as  co-ordinator 
between  these  agencies.  With  the  increased  incorporation  of  county 
areas  into  municipalities,  it  becomes  increasingly  important  that 
better  co-ordination  exist  between  the  agencies  so  that  local  con- 
tinuity of  land  use  can  be  developed. 

In  addition  to  the  need  for  local  co-ordination,  there  is  an  in- 
creasing need  for  co-ordination  between  sfate  and  federal  agencies 
who  are  engaged  in  local  land  use  changes.  Local  and  state  agencies 
are  involved  in  water  development  with  projected  plans  for  the 
heavy  use  being  in  agriculture.  Land  use  maps  developed  in  local 
areas  show  that  most  of  the  land  designated  for  irrigation  will  be 
in  some  other  use  by  the  time  the  water  is  available. 

Development  of  areas  of  responsibility  beyond  these  must  be 
carefully  planned  and  slowly  adopted.  The  problem  of  representa- 
tion is  an  important  one  in  all  phases  of  a  state  agency  and  par- 
ticularly in  an  agency  involved  in  planning  for  land  use.  If  we 
are  to  obtain  a  plan  that  meets  the  needs  of  the  people,  it  must 
come  from  the  people.  This  usually  takes  longer  than  a  package 
program  designed  by  technicians  to  meet  what  they  believe  to  be 
the  "needs  of  the  people."  The  slower,  more  awkward  program  can 
often  be  more  effective  since  it  involves  the  individuals  in  our 
communities.  We  can't  plan  for  people,  we  must  plan  with  them. 

Although  it  may  seem  suprising  that  we  have  progressed  as  far 
in  land  programs  in  California  without  these  inventories  and  pro- 
jections, it  is  somewhat  understandable.  The  explosion  of  popula- 
tion is  relatively  recent,  and  still  not  well  understood.  Agriculture 
as  an  industry  was  well  subsidized  and  surplussed  to  the  extent 
that  no  concern  seemed  necessary.  Now,  people  all  over  California 
realize  that  the  threat  to  our  natural  resources  is  one  that  must  be 
controlled.  Solutions  are  not  available  without  this  basic  informa- 
tion. We  need  it  now ! 

These  suggestions  for  a  state  agency  include  only  those  that  will 
help  local  agencies  arrive  at  a  unified,  designated  policy  of  land 
use.  The  responsibility  for  land  use  would  remain  on  the  local 
level,  but  our  people  would  then  be  provided  with  better  informa- 
tion from  which  they  could  make  better  decisions. 

A  representative  of  the  Butte  County  Farm  Bureau  and  Agriculture 
Specialist  at  Chico  State  College,  testified  at  Red  Bluff: 

I  think  land  prices  are  another  tremendous  problem  .  .  .  spec- 
ulation where  farmers  sell  out  in  the  developing  metropolitan  areas 
of  subdivision  areas  come  up  here  and  offer  such  exceedingly  high 
prices  for  land,  and  it's  impossible  for  a  farmer  to  make  it  on  that 
land  if  you  figure  out  .  .  .  say  an  $80  to  $100  gross  per  acre  and 
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pay  $1,000  per  acre  for  that  land,  he  can't  even  make  the  interest 
.  .  .  and  another  thing,  as  these  subdivisions  approach  the  farm 
areas,  why  they  practically  dissolve  the  amount  because  the  tax 
rate  increases  to  the  extent  where  it 's  impossible  for  the  farmers  to 
make  it  .  .  .  and  as  far  as  the  greenbelt  is  concerned  ...  in  our 
area  at  least,  I  have  found  that  a  lot  of  the  farmers  are  as  much 
against  the  greenbelt,  especially  the  farmers  who  are  in  the  poten- 
tial subdivision  areas,  that  are  being  taxed  out  of  farming,  they 
are  as  much  against  the  greenbelt  as  anybody  else  because  they  can 
see  a  potential  sale  of  a  $1,000,  $2,000,  $6,000  per  acre  where  they 
could  never  get  that  out  of  farm  land  and  they  could  never  make  it 
farming  .  .  .  And  I  know  the  school  farm  that  we  were  trying  to 
buy  originally,  and  which  we  didn't  get  because  the  chap  got 
married  and  a  week  later  his  wife  said  M^e  were  running  her  off 
her  farm  .  .  .  All  of  that  is  slated  for  subdivision  as  far  as  they 
themselves  are  concerned  .  .  .  and  some  of  the  nicest  land  around 
...  so  I  think  that  as  far  as  the  greenbelt  is  concerned  .  .  .  you 
won't  find  a  great  deal  of  farmer  co-operation  in  your  greenbelt, 
even  though  I  am  certainly  100  percent  for  it.^ 

At  San  Diego,  Roger  F.  Winchester  spoke  on  the  matter  of  unat- 
tended land : 

Here  is  a  matter  on  unattended  land.  Many  private  property 
owners  in  this  area  are  not  exercising  responsible  stewardship 
over  all  of  the  land  for  which  they  possess  titles.  This  is  particulary 
true  on  steep  hillsides  in  both  urban  and  rural  areas.  In  many 
places  fine  houses  have  been  erected  on  ridges  above  these  hillsides. 
Some  of  these  unattended  expanses  are  hundreds  of  acres  in  size. 
Some  are  thousands  of  acres.  Tlie  decline  of  agriculture  during 
recent  years  in  the  area  in  which  I  reside  has  left  most  of  the  land 
surrounding  me  unattended.  Fire  hazardous  brush  now  grows  on 
the  hillsides  except  on  one  adjacent  property  where  some  farming 
activity  continues.  Several  owners — each  own  a  portion  of  each 
brushy  hillside  which  they  have  no  use  for  but  were  required  to 
buy  because  the  previous  owner  of  the  large  plot  from  which  their 
parcels  were  obtained  did  not  want  any  such  land  left  in  their 
hands. 

...  I  think  the  problem  can  be  solved  by  legislation  as  follows : 
Land  use  controls  protecting  the  valleys  for  farming;  revision 
of  the  property  tax  laws  so  as  to  render  continued  farming  eco- 
nomical in  such  areas  when  surrounded  by  nonfarm  residences; 
declare  unused  private  and  public  brush  lands  open  range,  state- 
wide; and  require  owners  thereof  and  adjacent  property  owners 
to  erect  legal  fences  to  protect  their  properties  from  public  grazing 
if  they  desire  protection  therefrom;  require  that  such  fenced 
lands  he  maintained  in  a  manner  that  will  not  be  a  hazard  to  ad- 
joining parcels  or  portions  thereof:  such  brushy  hillsides  and 
numerous  parcels  under  single  ownership  or  private  joint  fencing 
and  grazing  agreements. 

iLoren  Phillips,  Red  Bluff  Hearing,  August  26,  1960. 
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With  reference  to  emergency  food  production  and  soil  reserves,  Mr, 
Lynn  Eaymond,  representing  the  Tehama  County  Association  of  Soil 
Conservation  District  related  that : 

As  you  gentlemen  know,  the  State  Division  of  Highways  is 
building  freeways  right  down  through  the  country  and  picking  up 
some  of  the  finest  land  there  is.  Beaches  and  Parks  are  picking  up 
some  of  the  finest  land  there  is.  And  different  government  agencies 
are  doing  that.  And  taking  it  out  of  the  production.  Sure,  we  have 
overproduction  at  the  present  time,  but  looking  into  the  future, 
maybe  50  to  75  years,  are  we  going  to  have  enough  soils  to  take 
care  of  the  food  production  for  the  people  of  the  State  of  Cali- 
fornia ?  The  farmer  is  being  shoved  farther  back  into  the  hills  into 
marginal  land,  trying  to  make  a  living  ajid  it's  sometimes  almost 
impossible. 

IV.     ENVIRONMENTAL  HEALTH 

Dr.  Emil  Mrak,  Chancellor,  University  of  California,  Davis : 

I  would  say  very  briefly  that  as  our  population  increases  we  in- 
dustrialize, we  become  more  civilized.  We  change  the  environment 
in  which  Ave  are  living.  Now  we  are  changing  it  at  such  a  tremen- 
dous pace  that  we  are  causing  problems  ourselves.  The  federal 
government  is  now  becoming  interested  in  this  because  we  are 
starting  to  realize  that  preventive  medicine  as  related  to  our  en- 
vironment is  equally  as  important  as  treatment.  You  may  wonder 
why  I  mention  this  before  an  Agricultural  Committee,  but  some  of 
this  is  of  genuine  concern  to  the  agriculturalists. 

The  problems  of  environment  relates  to  air.  You  have  heard  a 
great  deal  about  this.  They  relate  to  water,  waste  disposal,  housing, 
food  and  noise.  And  many  other  factors  that  come  into  our  total 
environment.  There  are  some  things  that  get  right  down  to  agri- 
culture that  may  be  a  little  surprising  for  you.  We  intensify  agri- 
culture, we  grow  large  quantities  of  tomatoes  in  this  area,  we  plow 
under  the  plants  year  after  year.  By  doing  this  we  increase  the 
bacterial  flora  of  the  soil.  This  in  turn  can  influence  the  canning 
operation  because  we  increase  a  number  of  organisms  that  are 
resistant  to  heat  and  then  we  end  up  with  spoilage  problems.  We 
say,  as  we  intensify  our  agriculture  and  all,  we  get  into  troubles 
of  this  type.  Well,  the  thing  I  wanted  to  point  out  to  you  here, 
today,  is  that  the  problems  of  waste  disposal  can  be  very  serious. 
And  some  of  these  can  be  agricultural  waste. 

Now,  I  am  the  last  person  in  the  world  to  do  anything  but  speak 
for  agriculture.  But  I  wanted  to  point  out  that  these  problems  do 
exist.  In  Ohio,  when  they  were  spraying  along  rivers,  some  of  the 
chemicals  were  washed  in  the  rivers,  fish  were  killed,  people  were 
using  the  water.  We  have  got  to  look  at  this  total  picture.  We  have 
the  same  thing  happening  with  many  other  wastes  that  come  into 
our  streams.  I  was  really  sad  when  our  President  vetoed  the  bill 
concerned  Avith  stream  pollution.  He  must  have  had  some  pretty 
poor  advice.  This  is  not  a  state  thing  alone.  It's  a  thing  that  coA^ers 
many  states.  I  Avonder  if  this  doesn't  come  into  your  agriculture 
because  you  do  use  this  water.  You  do  use  it  for  animals,  you  use  it 
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for  irrigation.  I  can  visualize  the  time  when  you  will  have  prob- 
lems here. 

In  connection  with  water,  I  can  visualize  the  time  coming  when 
you  will  want  to  reuse  some  of  'this  water.  And  the  question  has 
come  up  about  the  chemicals  that  are  in  the  water,  about  the  bacteria 
and  so  forth.  There  is  some  work  that  is  underway  now  in  Colorado 
on  reuse  of  waste  water  and  it's  showing  up  very  well.  As  far  as  I 
know  the  microbiology  of  it  is  not  causing  any  problems.  We  don 't 
know  about  the  diversity  of  chemicals.  I  have  already  mentioned  a 
few  of  the  organic  chemicals  that  they  have  had  experience  with 
along  the  Ohio  River.  It  may  surprise  you  to  know  in  connection 
wdth  water  that  our  water  purification  systems  are  outdated,  and 
that  we  don't  necessarily  kill  off  the  polio,  or  we  certainly  don't 
destroy  or  get  rid  of  all  the  chemicals  that  come  into  the  wmter 
through  our  city  systems.  And  I  can  visualize  problems  ahead 
here.  As  a  matter  of  fact,  we  are  using  billions  of  pounds  of  syn- 
thetic detergents.  Much  of  this  finds  its  way  into  the  water  and 
the  bacterial  destruction  of  these  things  is  very  slow.  They  can  go 
through  the  city  systems  and  not  be  touched.  So  I  can  visualize  the 
time  when  these  things  will  be  important  in  one  way  or  another 
to  agriculture.  If  we  are  to  reuse  water  for  human  consumption — 
one  of  the  real  problems  is  what  is  left  of  the  nitrate. 

Now  about  food.  There  has  been  a  great  deal  that  has  been  said 
about  agricultural  chemicals  and  the  residues  on  foods.  As  you 
know,  we  are  having  problems  in  California,  I,  personally,  feel 
that  we  can  cope  with  many  of  these  problems  if  we  just  educate 
the  people  to  do  so.  Our  extension  service  is  working  along  these 
lines  now.  We  can  hold  it  to  a  tolerance.  I  have  my  own  feelings 
about  tolerances  in  many  of  our  foods.  I  believe  if  we  are  going  to 
live  with  these  chemicals,  we  may  have  to  establish  tolerances.  And 
if  we  don't  live  with  the  chemicals,  then  we  are  going  to  be  short 
of  food  or  else  eat  the  insects,  or  the  pests.  As  it  may  be  put,  we 
may  find  ourselves  in  the  position  of  doing  away  with  the  chemicals 
and  starving  at  80  or,  perhaps,  using  the  chemicals  and  living  until 
90  when  we  might  die  of  them.  So,  I  would  say  that  we  have  got  to 
learn  to  live  in  these  things,  and  I  think  that  the  real  problem 
here  is  education  and  general  control.  And  the  one  point,  if  there 
is  to  be  a  change,  I,  personally,  feel  there  needs  to  be  a  tolerance 
in  a  lot  of  these  things. 

Now  I  have  an  outline  here  that  could  go  on  for  over  an  hour  or 
so,  but  I  don't  think  I'll  touch  anything  more  ahout  .  .  .  except 
that  I  would  end  up  by  saying  that  I  believe  that  the  federal  gov- 
ernment will  increase  the  funds  available.  Perhaps,  even  up  to 
$15,000,000  or  so,  for  research  in  this  general  area  of  toxicology 
and  safety  in  chemicals  and  foods.  At  least  the  trend  seems  to  be 
going  this  w^ay — envirmonmental  health.  And  I  believe  there  will 
be  a  lot  of  research  on  toxicology  and  the  safety  of  these  things, 
the  manner  in  which  they  are  used,  the  education,  training  pro- 
grams and  things  of  that  type.  I  think  this  committee  should  be 
aware  of  what  they  are  doing.  I  would  recommend  that  this  com- 
mittee encourage  this  development  in  the  federal  government. 
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...  I  think  what  we  need  is  education  and  training,  the  proper 
time  of  application  and  things  like  that.  For  example,  I  know  of 
some  cases  where  if  they  apply  them  (tolerances)  too  late,  then  we 
can  get  into  trouble.  And  1  think  what  we  need  to  do  is  have  a  real 
educational  program. 

.  .  .  But  I  do  believe  there  are  some  commodities  where  we 
could  establish  tolerances  and  we  have  none  now.  I  think  they  are 
unrealistic. 

.  .  .  Well,  of  course,  you  are  going  to  have  some  problems  if 
you  have  a  high  tolerance  on  animal  feed  and  low  tolerance  on  the 
product  that  comes  out  of  the  animal.  I  believe  that  we  are  going 
to  have  to  be  realistic  about  these  things.  I  think  we  can  do  a  lot 
with  education  and  training,  but  I  think  there  should  be  some 
consideration  to  changing  tolerances — particularly  in  certain  com- 
modities. 

We  need  analyses,  we  need  methods  to  determine  these  things, 
we  need  rapid  methods  for  toxicological  tests.  Right  now.  They  talk 
about  testing  for  carcinogen ;  while  I  helped  write  one  of  the  mono- 
graphs, I  don't  believe  everything  that's  said  in  it.  I  object  to  it. 
It  doesn't  make  sense  to  me  to  test  for  carcinogen  by  rubbing  it  on 
the  skin,  and  putting  it  under  the  skin;  when  you  are  ingesting  it. 
So  I  think  we  need  rapid,  reliable  tests  for  these  things. 

V.     WATER-POWER 

Wayne  Ross,  Shasta  County  WateT  Engineer,  testified  at  the  Red 
Bluff  meeting  on  the  need  for  power  in  the  Northern  Counties : 

I  know  this  subject  is  not  on  your  agenda.  ...  I  have  in  mind 
a  recent  project  that  has  been  talked  about  delivering  Pacific 
Northwest  Public  Power  to  Northern  California,  and  I  would  like 
to  say  that  I  would  like  to  see  an  early  start  on  this  project.  I 
understand  they  have  more  power  from  Bonneville  Dam  than 
they  can  use.  Redding,  California,  recently  negotiated  a  contract 
with  the  Bureau  of  Reclamation  for  a  limited  supply  of  power  for 
the  city.  This  supply  will  have  to  be  supplemented  soon  to  allow 
for  increased  demand  in  new  growth.  My  reason  for  being  here 
today,  is  to  speak  as  a  farmer.  A  large  percent  of  the  agricultural 
water  used  in  Shasta  County  has  to  be  pumped,  and  we  need  low- 
cost  power  to  do  this  job.  We  also  face  a  shortage  in  power  in 
the  very  near  future  in  the  Shasta  Dam  Public  Utilities  Dis- 
trict that  is  adjacent  to  Redding. 

According  to  Mr.  Floyd  Dominy,  who  is  Commissioner  of  the 
Bureau  of  Reclamation,  this  district  is  operating  just  about  at  its 
peak  right  now^,  and  these  has  not  been  allocated  enough  power  to 
allow  for  any  growth  or  expansion,  and  we  are  experiencing  growth 
there  in  this  area  CA^ery  day.  Forecasts  show  that  total  energy 
requirements  to  Northern  California  will  double  in  the  next  10 
years,  surplus  power  is  available  now  from  Bonneville  Power  Ad- 
ministration. Mr.  Saul  Schulze,  one  of  the  former  chief  engineers 
for  the  Bonneville  Power  Administration,  recently  told  a  State 
Senate  Committee  that  each  year's  delay  in  construction  of  this 
facility  represents  an  economic  loss  of  approximately  $50  million. 
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This  much  power  going  to  waste  is  sobering  when  it  could  be 
put  to  beneficial  use  just  a  short  way  to  the  south  through  the 
proieet  to  deliver  power  to  Northern  California. 

As  Chairman  of  the  Board  of  Directors  of  the  Bella  Vista  Water 
District  in  Shasta  County,  the  project  designed  to  deliver  water 
to  over  ten  thousand  acres  of  what  is  now  dry  land,  I  know  our 
local  demand  for  power  is  going  to  be  more  than  double  the  next 
10  years.  Therefore,  I  would  solicit  your  consideration  and  co- 
operation in  this  project. 

Mr.  Koss  went  on  to  say  that  there  isn't  any  natural  gas  available 
for  agricultural  power  in" the  area;  however,  there  is  a  possibility  of 
getting  it  within  a  couple  or  three  years. 

The  State  would  have  the  responsibility  of  delivering  the  power,  ihe 
Bonneville  Dam  is  a  Bureau  of  Relamation  project. 

In  other  words,  as  I  understand  it,  the  power  that  can  be  gen- 
erated from  the  Bonneville  Dam,  there  is  not  a  market  for  it  at 
its  present  location.  And  here  in  our  location  there  is  a  constant 
demand  for  an  increased  amount  of  power,  and  said  Mr.  Dommy 
appeared  in  Redding  a  few  weeks  ago  and  in  a  public  statement 
said-  ''When  we  had  used  the  alloted  amount  of  power  that  had 
been  o-iven  us  in  Redding,  also  in  the  Shasta  Dam  area,  that  there 
was  no  further  allocation  .  .  .  had  been  made  ...  no  further  pro- 
vision had  been  made."  In  other  words,  to  use  his  language,  he 
said:   "...  the   only   thing  they   could  do  would  be,  pull  the 
switch. 
Conclusion  was  made  that  the  federal  government  would  build  the 
facilities  and  the  State  entering  into  an  agreement  of  some  kind  to 
provide  high  capacitv  transmission  lines  from  the  Bonneville  area  into 
the  Shasta  County  area.  Mr.  Ross  understood  that  there  were  a  lot  of 
the  lines  already  in,  which  comes  close  to  the  southern  Oregon  line. 
With  reference  to  the  water  table  in  Shasta  County,  Mr.  Ross  stated : 
But  in  our  area,  the  only  ground  water  available  in  suffi- 
cient amounts  has  to  be  pumped  at  a  rather  deep  depth,  and  I 
would  say  around  150  to  200  feet.  _ 

Well,  in  our  immediate  area  there  is  no  appreciable  drop 
in  that  it  just  .  .  .  years  ago  it  just  dropped  out  .  .  .  we  don't 
have  any  ground  water  up  there.  ...  We  have  a  district  that 
will  be  supplied  water  through  the  Trinity  River  Project,  but  to 
the  south,  the  immediate  south  of  our  district,  the  Bureau  of 
Reclamation  has  made  surveys  there  and  they  tell  us  that  there 
is  sufficient  ground  water  to  irrigate  the  whole  area,  and  that  will 
be  found  at  a  depth,  I  think,  of  around  ...  a  pumping  depth 
of  around  200  feet.  I  understand  they  have  to  go  around  600  feet 
to  tap  the  flow.  And  they  pump  from  around  200  feet. 

There  is  no  ground  water  in  the  area  of  the  present  Bella  Vista 
Water  District.  I  think  that  this  has  been  brought  out  by  many 
tests  in  that  the  ground  water  that  is  available  is  not  suitable  to 
irrio-'ate  with  ...  it  has  a  high  salt  solution  content  .  .  .  and 
barfum  and  it  can't  be  used  for  irrigation  purposes. 
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Well,  we  will  get  enough  water  from  the  Trinity  River  Proj- 
ect to  supply  our  district,  BUT  we  have  a  relatively  small  district, 
and,  in  fact,  we  had  to  cut  our  district  in  two  just  this  last  year 
because  we  found — through  these  surveys  of  the  Bureau  of  Rec- 
lamation— that  we  had  ground  water  in  the  southern  part  of  our 
district,  so  the  reason  that  we  need  the  power  that  I  am  talking 
about  now  is  to  pump  this  water  from  the  .  .  .  considerable  depth 
in  the  lower  end  of  our  district,  and  also  to  distribute  the  water 
that  we  will  get  in  the  northern  part  of  our  district  from  the  water 
that  we  will  receive  from  Trinity  Project. 

They  are  told  by  the  Bureau  of  Reclamation  that  about  one  acre 
out  of  three  is  .  .  .  or  about  two  acres  out  of  three  is  marginal  land. 

Jess  Bequette,  Shasta  County  Farm  Advisor^ related  that: 

Another  thing  I  would  like  to  mention  is  a  statement  I  heard 
a  watermaster  make  in  a  meeting  here  not  long  ago.  This  man  just 
retired  since  the  first  of  January,  and  he  has  been  watermaster 
in  Shasta  County  for  a  period  of  years  .  .  .  something  like  20-22 
years,  I  believe.  In  this  meeting  of  the  Water  Resources  Board, 
he  made  this  statement :  He  said  that,  last  year  was  the  first  year 
of,  I  believe  it  was  Cow  Creek  Irrigation  System  he  was  speaking 
of,  was  the  first  year  that  he  had  not  had  to  prorate  water  to  the 
farmers  for  many  years  .  .  .  and  last  summer — a  year  ago — was 
a  dry  summer.  They  asked  him  why.  He  said  it  was  because  .  .  . 
his  interpretation  .  .  .  and  he  was  quite  sure  he  was  right  ...  of 
the  vast  logging  operations  that  had  gone  on  in  the  upper  part  of 
that  creek's  watershed  and  that  due  to  this  logging  operation,  and 
the  cleaning  out  of  the  brush  and  the  trash  and  what  all  goes  .  .  . 
that  they  ...  up  there  underneath  the  trees  that  the  snow  had 
been  able  to  get  to  the  ground  .  .  .  they  removed  a  vast  amount  of 
brush  that  causes  evaporation  and  in  so  doing  that  water  (snow) 
was  allowed  to  hit  the  ground  and  the  water  go  through  the  earth 
and  percolate  out  and  come  down  in  our  streams  in  the  summer- 
time. Now  that  statement  came  from  an  old  water  man  that  had 
been  on  the  job  for  many  years. 

VI.     PEAR-TREE  DECLINE 

The  epidemic  of  pear  decline  was  brought  to  the  attention  of  the 
Agriculture  Committee  in  October  when  Placer  and  El  Dorado  Counties 
w^ere  declared  disaster  areas  by  the  Secretary  of  Agriculture. 

As  stated  in  the  University  of  California,  Agricultural  Extension 
Information  release  dated  October  17,  1960 : 

A  task  force  of  entomologists  at  the  University  of  California  are 
pressing  a  widespread  search  for  an  insect  which  may  be  responsi- 
ble for  spreading  a  deadly  disease  through  California  pear  orchards 
with  the  terrifying  rapidity  of  wildfire. 

The  insect  experts  are  part  of  a  small  army  of  agricultural  sci- 
entists who  are  striving  to  find  the  cause  of  the  virulent  disease — 
pear  decline — and  stamp  it  out  as  quickly  as  possible. 
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Beginning  in  a  few  California  pear  orchards  in  1958,  the  disease 
has  rampaged  through  the  State  and  killed  an  estimated  $1  to  $2 
million  worth  of  trees  in  two  years. 

Pear  decline  causes  affected  trees  to  go  into  a  slow  decline  and 
fail  to  produce  new  growth  or  fruit  or  to  suffer  a  rapid  collapse 
and  wilt  and  die  within  a  few  weeks. 

The  scientists  have  fanned  out  on  a  broad  front  to  investigate 
every  imaginable  cause  of  the  disease. 

Because  pear  decline  bears  a  resemblance  to  certain  other  virus- 
caused  fruit  diseases  which  are  carried  from  sick  to  healthy  trees 
by  insects,  university  entomoligsts  have  been  mobilized  to  probe 
this  possibility. 

Moving  swiftly  in  their  campaign  to  discover  whether  pear 
decline  stems  from  an  insect-transported  virus,  the  Berkeley  ento- 
mologists already  have  launched  a  survey  of  insects  in  Northern 
California  orchards. 

Dilworth  D.  Jensen,  professor  of  entomology  at  Berkeley,  said 
that  only  if  and  when  a  particular  virus  is  proved  to  cause  pear 
decline  and  to  be  transmitted  by  a  specific  insect  will  it  be  possible 
to  start  developing  control  measures. 

It  would  be  unrealistic  and  foolhardy,  he  warned,  to  expect 
scientists  to  pinpoint  the  cause  of  the  disease  and  to  evolve  effec- 
tive methods  of  combatting  it  before  several  years. 

In  a  statement  before  the  California  State  Board  of  Agriculture, 
Congressman  Harold  T.  (Bizz)  Johnson,  Second  District,  Cali- 
fornia, stated  in  part : 

"A  comprehensive  research  program  must  be  launched  immedi- 
ately. Until  we  find  out  the  cause  of  pear  decline  we  can  only  talk 
about  interim  solutions  which  really  offer  little  or  no  hope  to  the 
stricken  farmer. 

' '  For  instance,  until  we  find  the  cause  of  the  disease,  what  advice 
can  we  give  the  farmer  whose  orchard  has  been  wiped  out.  Should 
he  replant?  Should  he  seek  other  crops  instead  of  pears?  If  so, 
what?" 

.  .  .  Mr.  Robert  Collins,  president  of  the  California  Canning 
Pear  Association,  and  Mr.  Ross  Johns,  manager  of  the  Bartlett 
Canning  Pear  Committee,  met  with  Assistant  United  States  Secre- 
tary of  Agriculture  Ferguson. 

Mr.  Collins  and  Mr.  Johns  ...  did  a  wonderful  job  of  pre- 
senting the  problem  to  the  assistant  secretary  and  to  other  leading 
scientists  of  the  United  States  Department  of  Agriculture. 
The  following  day  two  things  happened : 

1.  Placer  and  El  Dorado  Counties  were  declared  disaster  areas 
by  the  secretary  of  agriculture. 

2.  A  task  force  of  federal  scientists  met  with  Mr.  Collins  and 
Mr.  Johns  at  the  Agricultural  Research  Center  in  Beltsville, 
Maryland,  and  immediately  began  to  outline  a  program  for 
attacking  this  problem. 

Every  aspect  from  economic  and  marketing  to  biochemical  and 
entomological  will  be  considered. 
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A  similar  program  has  been  outlined  for  the  University  of  Cali- 
fornia by  the  U.C.  Research  Committee  on  Pear  Decline.  These 
companion  programs  would  be  co-ordinated  with  the  federal  effort 
and  in  this  manner  we  could  attack  the  problem  from  all  angles. 

The  problem,  of  course,  is  funds. 

I  will  do  everything  possible  on  the  federal  level  to  see  that 
adequate  funds  are  made  available.  I  am  urging  the  Department 
of  Agriculture  to  initiate  a  program  immediately  with  contingency 
or  other  funds  available  and  promise  to  seek  supplemental  appro- 
priations in  January  to  carry  on  the  balance  of  the  work. 

The  California  program,  I  believe,  would  cost  about  $150,000  a 
year  and  the  federal  effort  would  be  comparable.  This  is  a  small 
amount  when  you  consider  that  the  entire  pear  industry  of  Cali- 
fornia is  facing  ruin.  Not  only  is  this  vital  to  the  grower,  but  the 
economic  effect  will  be  felt  throughout  the  State,  in  the  canning 
industry,  by  suppliers,  equipment  manufacturers  and  dealers  and 
in  the  whole  range  of  our  economic  community. 

A  broad  program  of  basic  research  is  required.  We  must  have 
basic  knowledge  of  stock-scion  relationships  in  all  grafted  fruit 
and  nut  trees.  This  is  a  long-range  solution.  We  must  seek  studies 
of  "in  arching"  of  affected  trees,  and  in  this  connection  we  must 
discover  means  of  an  early  diagnosis.  Federal  scientists  are  on 
the  brink  of  this  discovery. 

Beyond  this,  we  must  have  biochemical  research  in  fruit  and 
nut  tree  growth  and  development,  we  must  study  entomology, 
pomology,  economics,  marketing,  plant  pathology,  irrigation  and 
Hematology  if  we  are  to  find  a  solution. 

The  program  being  devised  by  the  United  States  Department  of 
Agriculture  would  cover  all  of  these  questions  and  so  would  the 
state  program  proposed. 

This  is  a  critical  situation.  The  losses  are  appalling  and  when 
you  consider  it  takes  8  to  10  years  to  bring  a  new  pear  orchard 
into  production  and  when  you  consider  the  fact  that  even  if  a  pear 
grower  were  to  decide  today  to  start  out  new  again,  no  one  today 
knows  how  he  should  proceed  in  order  to  prevent  recurrence  of 
this  epidemic,  you  can  readily  realize  the  importance  of  begin- 
ning immediately  on  this  research  program  which  not  only  will 
be  of  benefit  to  the  pear  growers,  but  to  those  farmers  who  raise 
all  types  of  fruit  and  nuts. 

.  .  .  There  are  4,000  acres  of  pears  grown  in  El  Dorado 
County.  Seventy  to  75  percent  of  El  Dorado  orchards  are  on 
Japanese  rootstocks.  Practically  all  the  trees  in  these  orchards  will 
be  capable  of  profitable  production  one  year  from  now.  Many 
already  are  beyond  the  point  of  salvage. 

El  Dorado's  agricultural  economy  is  a  pear  economy.  It  has 
no  other  crops  to  carry  it  through  a  rehabilitation  period.  Growers 
are  in  an  untenable  position  there  and  similar  conditions  exist 
throughout  the  State. 
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